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MODIFYING  REORGANIZATION  PLAN  NO.  II  OF  1939 
AND  REORGANIZATION  PLAN  NO.  2  OF  1953 
(RURAL  ELECTRIFICATION  ADMINISTRATION) 

(H.R.  1321,  H.R.  3029,  H.R.  3192,  H.R.  4662,  H.R.  5746 
H.R.  5688,  H.R.  5853) 


FRIDAY,  MARCH  6,  1959 

House  of  Representatives, 

Executive  and  Legislative  Reorganization 
Subcommittee  of  the  Committee  on  Government  Operations, 

W ashington,  D.C. 

The  subcommittee  met  at  10  a.m.,  Hon.  William  L.  Dawson  (chair¬ 
man  of  the  subcommittee)  presiding. 

Present:  Representatives  Dawson,  Fascell,  Smith,  Brown,  and 
Barry. 

Also  present:  Elmer  W.  Henderson,  counsel;  Phineas  Indritz, 
counsel ;  and  Lawrence  Redmond,  Clerk. 

Chairman  Dawson.  The  hearing  will  kindly  come  to  order. 

These  hearings  are  being  called  to  consider  H.R.  1321,  H.R.  3029, 
H.R.  3192,  and  H.R.  4662,  all  bills  to  amend  Reorganization  Plan 
No.  2  of  1953. 

(The  bills  referred  to  are  as  follows :) 

[H.R.  1321,  86th  Cong.,  1st  sess.] 

A  BILL  To  amend  Reorganization  Plan  Numbered  2  of  1953 

Be  it  enacted  t)y  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That  section  1  of  Reorganization  Plan 
Numbered  2  of  1953  shall  not  hereafter  apply  to  the  Rural  Electrification  Admin¬ 
istration,  and  there  are  hereby  transferred  to  the  Administrator  of  the  Rural 
Electrification  Administration  all  functions  which  were  transferred  from  the 
Administrator  to  the  Secretary  of  Agriculture  by  such  reorganization  plan; 
and  notwithstanding  the  provisions  of  section  5  of  Reorganization  Plan  Num¬ 
bered  2  of  1939,  or  the  provisions  of  any  other  law,  any  action  of  the  Adminis¬ 
trator  of  the  Rural  Electrification  Administration  with  respect  to  the  approval 
or  denial  of  loans  authorized  to  be  made  under  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended,  shall  be  the  sole  responsibility  of 
the  Administrator. 


[H.R.  3629,  86th  Cong.,  1st  sess.] 

A  BILL  To  amend  Reorganization  Plan  Numbered  2  of  1953 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That  section  1  of  Reorganization  Plan  Num¬ 
bered  2  of  1953  shall  not  hereafter  apply  to  the  Rural  Electrification  Admin¬ 
istration,  and  there  are  hereby  transferred  to  the  Administrator  of  the  Rural 
Electrification  Administration  all  functions  which  were  transferred  from  the 
Administrator  to  the  Secretary  of  Agriculture  by  such  reorganization  plan; 
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and  notwithstanding  the  provisions  of  section  5  of  Reorganization  Plan  Num¬ 
bered  2  of  1939,  or  the  provisions  of  any  other  law,  any  action  of  the  Admin¬ 
istrator  of  the  Rural  Electrification  Administration  with  respect  to  the  approval 
or  denial  of  loans  authorized  to  be  made  under  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended,  shall  be  the  sole  responsibility  of  the 
Administrator. 


[H.R.  3192,  86th  Cong.,  1st  sess.] 

A  BILL  To  amend  Reorganization  Plan  Numbered  2  of  1953 

Be  it  enacted,  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That  section  1  of  Reorganization  Plan  Num¬ 
bered  2  of  1953  shall  not  hereafter  apply  to  the  Rural  Electrification  Adminis¬ 
tration,  and  there  are  hereby  transferred  to  the  Administrator  of  the  Rural 
Electrification  Administration  all  functions  which  were  transferred  from  the 
Administrator  to  the  Secretary  of  Agriculture  by  such  reorganization  plan ;  and 
notwithstanding  the  provisions  of  any  other  law,  any  action  of  the  Administra¬ 
tor  of  the  Rural  Electrification  Act  of  1936,  as  amended,  shall  be  the  sole  re¬ 
sponsibility  of  the  Administrator. 


[H.R.  4662,  86th  Cong.,  1st  sess.l 


A  BILL  To  amend  Reorganization  Plan  Numbered  2  of  1953 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled,  That  section  1  of  Reorganization  Plan 
Numbered  2  of  1953  shall  not  hereafter  apply  to  the  Rural  Electrification  Ad¬ 
ministration,  and  there  are  hereby  transferred  to  the  Administrator  of  the 
Rural  Electrification  Administration  all  functions  which  were  transferred  from 
the  Administrator  to  the  Secretary  of  Agriculture  by  such  reorganization  plan ; 
and  notwithstanding  the  provisions  of  section  5  of  Reorganization  Plan  Num¬ 
bered  2  of  1939,  or  the  provisions  of  any  other  law,  any  action  of  the  Adminis¬ 
trator  of  the  Rural  Electrification  Administration  with  respect  to  the  approval 
or  denial  of  loans  authorized  to  be  made  under  the  provisions  of  the  Rural  Elec¬ 
trification  Act  of  1936,  as  amended  shall  be  the  sole  responsibility  of  the 
Administrator. 


(The  following  bills  were  introduced  after  the  March  6,  1959, 
hearing:) 

[H.R.  5746,  86th  Cong.,  1st  sess.] 


A  BILL  To  amend  Reorganization  Plan  Numbered  2  of  1953 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled,  That  section  1  of  Reorganization  Plan 
Numbered  2  of  1953  shall  not  hereafter  apply  to  the  Rural  Electrification  Admin¬ 
istration,  and  there  are  hereby  transferred  to  the  Administrator  of  the  Rural 
Electrification  Administration  all  functions  which  were  transferred  from  the 
Administrator  to  the  Secretary  of  Agriculture  by  such  reorganization  plan; 
and  notwithstanding  the  provisions  of  section  5  of  Reorganization  Plan  Num¬ 
bered  2  of  1939,  or  the  provisions  of  any  other  law,  any  action  of  the  Admin¬ 
istrator  of  the  Rural  Electrification  Administration  with  respect  to  the  ap¬ 
proval  or  denial  of  loans  authorized  to  be  made  under  the  provisions  of  the 
Rural  Electrification  Act  of  1936,  as  amended,  shall  be  the  sole  responsibility  of 
the  Administrator. 


[H.R.  5688,  86th  Song.,  1st  sess.] 

A  BILL  To  modify  Reorganization  Plan  Numbered  II  of  1939  and  Reorganization  Plan 

Numbered  2  of  1953 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That  the  functions  and  activities  of  the  Rural 
Electrification  Administration  and  the  Administrator  of  the  Rural  Electrifica¬ 
tion  Administration  which,  by  Reorganization  Plan  Numbered  II  of  1939  and 
Reorganization  Plan  Numbered  2  of  1953,  were  transferred  to  the  Department 
of  Agriculture  and  to  the  Secretary  of  Agriculture  are  hereby  transferred  to 
the  Administrator  of  the  Rural  Electrification  Administration,  and  shall  be 
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exercised  and  administered  within  the  Department  of  Agriculture  by  such 
Administrator  under  the  general  direction  and  supervision  of  the  Secretary  of 
Agriculture;  except  that  insofar  as  such  functions  relate  to  the  approval  or 
disapproval  of  loans  authorized  to  be  made  under  the  Rural  Electrification  Act 
of  1936,  as  amended,  their  exercise  by  the  Administrator  shall  not  he  subject 
to  the  supervision  or  direction  of,  or  to  any  other  control  by,  the  Secretary  of 
Agriculture. 


[H.R.  5853,  86th  Cong.,  1st  sess.] 

A  BILL  To  modify  Reorganization  Plan  Numbered  II  of  1939  and  Reorganization  Plan 

Numbered  2  of  1953 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That  the  functions  and  activities  of  the 
Rural  Electrification  Administration  and  the  Administrator  of  the  Rural  Elec- 
itrification  Administration  which,  by  Reorganization  Plan  Numbered  II  of 
1939  and  Reorganization  Plan  Numbered  2  of  1953,  were  transferred  to  the  De¬ 
partment  of  Agriculture  and  to  the  Secretary  of  Agriculture  are  hereby  trans¬ 
ferred  to  the  Administrator  of  the  Rural  Electrification  Administration,  and 
shall  be  exercised  and  administered  within  the  Department  of  Agriculture  by 
such  Administrator  under  the  general  direction  and  supervision  of  the  Secretary 
of  Agriculture ;  except  that  insofar  as  such  functions  relate  to  the  approval  or 
disapproval  of  loans  authorized  to  be  made  under  the  Rural  Electrification  Act  of 
1936,  as  amended,  their  exercise  by  the  Administrator  shall  not  be  subject  to  the 
supervision  or  direction  of,  or  to  any  other  control  by,  the  Secretary  of  Agri¬ 
culture 

Chairman  Dawson.  The  purposes  of  H.R.  1321  by  Congressman 
Price,  H.R.  3029  by  Congressman  McGovern,  and  H.R.  4662  by  Con¬ 
gressman  Wolf,  are  (1)  to  nullify  the  effect  of  Reorganization  Plan 
No.  2  of  1953  with  respect  to  the  Rural  Electrification  Administra¬ 
tion  and  to  restore  the  relationship  between  the  Rural  Electrification 
Administration  and  the  Secretary  of  Agriculture  to  the  status  quo 
prior  to  the  enactment  of  the  plan  and  (2)  to  give  to  the  Administra¬ 
tor  of  Rural  Electrification  Administration  the  sole  responsibility  for 
the  approval  or  denial  of  loans  to  be  made  under  the  Rural  Electrifi¬ 
cation  Act  of  1936.  The  effect  of  Reorganization  Plan  No.  2  of  1953 
was  to  transfer  to  the  Secretary  of  Agriculture  all  functions  then 
vested  in  other  officers  in  the  Department  including  the  Administrator 
of  the  Rural  Electrification  Administration  and  authorized  him  to 
delegate  these  functions  in  such  manner  as  he  deemed  appropriate. 

The  Secretary  of  Agriculture  had  already  been  given  direction  and 
supervision  over  the  Rural  Electrification  Administration  by  Reor¬ 
ganization  Plan  2  of  1939  and  would  still  have  such  direction  and 
supervision  if  the  Price  bill,  the  McGovern  bill,  or  the  Wolf  bill  were 
enacted  into  law.  The  principal  difference  in  the  Secretary’s  authority 
would  be  that  he  could  not  delegate  or  redistribute  the  functions  of 
the  Administrator  of  the  Rural  Electrification  Administration  to 
other  officers  or  subordinates  within  the  Department  of  Agriculture, 
and  could  not  change  any  action  on  the  approval  or  denial  of  loans 
taken  by  the  Administrator. 

H.R.  3192  by  Mrs.  Pfost,  has  the  same  purpose  as  the  others  but  is 
broader  in  that  the  Administrator  of  Rural  Electrification  Admin¬ 
istration  would  have  the  sole  responsibility  for  any  and  all  of  his 
actions  rather  than  only  for  the  making  of  loans. 

A  bill  identical  with  the  Price  bill  was  reported  by  the  subcommit¬ 
tee  last  year,  after  hearings,  to  the  full  committee  with  the  recom¬ 
mendation  that  it  be  passed.  The  full  committee  approved  the  rec¬ 
ommendation  of  the  subcommittee,  ordered  the  bill  to  be  favorably 
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reported,  but  being  so  near  to  the  end  of  the  session  and  due  to  the 
pressure  of  time,  the  bill  was  not  reported. 

Copies  of  the  printed  hearings  held  last  year  and  the  reports  of  the 
Bureau  of  the  Budget  and  the  Department  of  Agriculture  on  the 
pending  bills  will  be  found  in  your  folders. 

Our  first  witness  will  be  Congressman  Melvin  Price,  of  Illinois. 

We  are  happy  to  have  our  distinguished  colleague  with  us  to  tes¬ 
tify  on  his  bill  on  this  matter. 

STATEMENT  OF  HON.  MELVIN  PRICE,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  ILLINOIS 

Mr.  Price.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  am  grateful  to  the  committee  for  providing  me  the 
opportunity  to  appear  this  morning  in  support  of  H.R.  1321,  which 
would  amend  Reorganization  Plan  No.  2,  of  1953  and  also  Reorgani¬ 
zation  Plan  No.  2  of  1939. 

My  statement  will  be  brief,  mainly  because  of  the  fact  that  the 
committee  is  thoroughly  familiar  with  this  matter,  having  acted  on 
it  toward  the  closing  days  of  the  last  session  of  Congress,  so  the  details 
of  it  are  fresh  in  the  minds  of  the  majority  of  the  committee.  The 
purpose  of  H.R.  1321  is  to  return  to  the  Administrator  of  the  Rural 
Electrification  Administration  all  of  the  independent  authority  with 
respect  to  the  approval  or  denial  of  loan  authority  which  he  had  under 
provisions  of  the  Rural  Electrification  Act  of  1936,  and  which  he 
exercised  prior  to  the  acceptance  of  the  aforementioned  reorganization 
plans. 

I  am  certain  that  witnesses  who  will  follow  me  will  present  sound 
argument  as  to  the  wisdom  of  this  course  of  action.  I  feel  that  this  is 
a  needed  move  to  preserve  the  vitality  and  purpose  of  this  very  useful 
agency  which  has  brought  light  and  power  to  rural  America. 

It  was  as  an  independent  agency  that  REA  was  created  back  in 
1936.  In  1939,  the  agency  was  placed  in  the  Department  of  Agri¬ 
culture,  on  the  supposition  that  clearer  lines  of  authority  would  be 
established  and  efficiency  improved.  It  has  since  become  obvious  that 
the  lack  of  independence  on  the  part  of  the  Administrator  in  certain 
areas,  and  particularly  in  the  loan  area,  could  eventually  destroy 
REA,  should  it  become  subservient  to  any  administration  which  had 
not  created  it  and  might  be  lacking  in  enthusiasm  for  it.  The  fine 
accomplishment  of  REA  cannot  be  consolidated  by  divided  and  con¬ 
tradictory  administration.  To  solidify  the  Rural  Electrification 
Administration  gains,  I  urge  the  approval  of  H.R.  1321. 

Thank  you,  Mr.  Chairman. 

Chairman  Dawson.  Mr.  Fascell. 

Mr.  Fascell.  I  have  no  questions,  Mr.  Chairman. 

Mr.  Smith.  No  questions,  Mr.  Chairman. 

Chairman  Dawson.  It  seems  that  your  statement  is  unquestioned. 
I  don’t  know  how  it  will  fare  later. 

Mr.  Price.  Thank  you,  Mr.  Chairman.  I  hope  that  would  reflect 
a  desire  on  the  part  of  the  comimttee  to  act  quickly  on  this  matter  so 
that  we  could  consider  it  in  the  House  as  soon  as  possible. 

Chairman  Dawson.  Thank  you,  Mr.  Price. 

Mr.  Price.  Thank  you,  sir. 

Chairman  Dawson.  Mr.  Wolf? 
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Is  Mr.  Wolf  present? 

Mr.  Hogan? 

Mr.  William  F.  Finan,  Assistant  Director,  Bureau  of  the  Budget. 

We  are  indeed  happy  to  see  you  with  us  again,  Mr.  Finan. 

STATEMENT  OF  WILLIAM  F.  FINAN,  ASSISTANT  DIRECTOR, 
BUREAU  OF  THE  BUDGET 

Mr.  Finan.  Mr.  Chairman,  I  am  very  happy  to  be  here  in  response 
to  your  recent  invitation  that  the  Bureau  of  the  Budget  supply  a  wit¬ 
ness  to  comment  on  this  group  of  bills  involving  the  Rural  Electrifica¬ 
tion  Administration.  I  do  not  have  a  prepared  statement.  I  believe 
you  have  received  within  the  last  few  days  the  Bureau’s  report  of 
advice  on  these  several  bills.  I  would  like  to  add  a  brief  comment  to 
what  we  have  already  said,  and  then  be  available  for  any  questions 
that  the  committee  may  wish  to  ask. 

In  addition  to  the  observations  contained  in  the  Bureau’s  letter  of 
the  3d  of  March  regarding  these  bills,  I  would  like  to  say  first  that 
if  it  is  the  intent  of  this  legislation  to  remove  the  Rural  Electrification 
Administration  from,  shall  we  say,  the  policy  direction  and  control 
of  the  Secretary  of  Agriculture,  we  have  the  most  serious  doubts  that 
the  legislation  would  in  fact  accomplish  that  result,  and  it  could 
simply  bring  about  a  more  confused  situation  than  existed  prior  to 
the  taking  effect  of  Reorganization  Plan  No.  2,  in  1953. 

Secondly,  if,  as  it  appears,  there  is  a  dispute  about  the  policies  under 
which  the  rural  electrification  and  telephone  programs  are  being 
administered,  that  would  seem  to  us  to  be  a  matter  that  would  lend 
itself  to  legislation  that  would  deal  with  policy. 

This  bill  has  nothing  in  it  that  would  shed  any  light  on  the  views 
of  Congress  as  to  the  manner  in  which  these  programs  should  be 
administered,  and  my  final  comment  is  that  I  seriously  doubt  that  the 
legislation  would  have  the  actual  result  that  is  stated  in  the  final 
phrase.  In  three  of  these  bills  it  deals  with  loan  applications  and 
denials,  and  in  one  of  them  it  deals  with  all  actions  of  the  Administra¬ 
tor,  and  that  his  actions  would  in  fact  be  his  sole  responsibility.  It  is 
inconceivable  to  me  that  this  legislation  could,  for  example,  remove 
responsibilities  from  the  President  of  the  United  States  for  the  admin¬ 
istration  of  these  programs,  and  frankly,  I  seriously  doubt  that  that  is 
the  intent. 

Secondly,  it  seems  inconceivable  to  me  that  this  legislation  could 
remove  the  responsibility  of  the  Congress  for  these  programs.  And 
again,  I  doubt  that  that  is  the  intent.  And  yet,  the  plain  wording  of 
these  bills  is  that  these  matters  shall  be  the  sole  responsibility  of  the 
Rural  Electrification  Administrator. 

That  concludes  my  statement,  Mr.  Chairman. 

Chairman  Dawson.  Will  you  elaborate  on  the  first  part  of  your 
statement,  the  first  point  you  have  there  ? 

Mr.  Finan.  The  first  point,  Mr.  Chairman,  was  that  this  legisla¬ 
tion  would  not  remove  the  administration  of  these  programs  from  the, 
let  us  say,  policy  influence  of  the  Secretary  of  Agriculture.  Under  all 
of  the  bills,  except  one,  the  Secretary  of  Agriculture  would  continue, 
for  example,  to  appoint  all  of  the  personnel  in  this  agency.  Similarly, 
the  Secretary  of  Agriculture’s  influence  and  responsibility  on  the 
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budget  for  this  agency  would  not  be  affected.  Pie  would  have  respon¬ 
sibility  for  all  aspects  of  the  administration  of  the  agency,  and  it  is 
common  knowledge  to  anyone  who  is  familiar  with  governmental — 
and  for  that  matter,  private  administration — that  you  can  exercise  a 
vast  degree  of  policy  control  through  the  appointment  of  personnel 
and  the  handling  of  the  budget,  for  example. 

So  I  would  doubt  that  the  results  that  seem  to  be  sought  here  would 
in  fact  be  accomplished  by  the  bill.  Now,  there  is  one  of  these  bills, 
the  one  that  indicates  that  all  matters  involving  the  REA  should  be 
the  responsibility  of  the  Administrator,  H.R.  3192,  and  I  hesitate  to 
make  this  comment,  because  I  am  a  layman  and  not  a  lawyer,  but  I 
would  have  the  most  serious  doubt  as  to  the  constitutionality  of  H.R 
3192. 


To  use  one  illustration,  it  would  apparently  have  the  effect  of 
placing  the  appointment  of  personnel  in  the  Rural  Electrification 
Administrator,  when  you  say  “all  matters.” 

(  hairman  Dawson.  Wasn’t  that  found  in  them  in  the  beginniii°\ 
before  the  Reorganization  Act  of  1939? 

Mr.  Finan.  From  the  time  the  REA  was  placed  in  the  Department 
of  Agriculture,  it  is  my  understanding  that  the  appointing  authority 
was  in  fact  in  the  Secretary  of  Agriculture.  You  will  recall  that 
the  Constitution  provides  for  three  methods  of  appointing  civilian 
personnel  in  the  executive  branch.  You  have  appointment  by  the 
President  with  confirmation  by  the  Senate.  You  have  appointment 
by  the  President  alone,  and  you  have  appointment  by  the  heads  of 
executive  departments. 

It  is  our  belief  that  it  is  impossible  constitutionally  to  vest  ap¬ 
pointing  authority  in  the  subordinate  of  the  head  of  a  department. 
There  is  no  provision  for  that  in  the  Constitution.  So  I  would  say 
H.R.  3192,  in  addition  to  having  common  defects  with  the  other 
bills,  raises  a  whole  host  of  additional  questions  and  complications 
that  I  would  thhik  the  committee  would  want  to  consider. 

Mr.  Fascell.  Mr.  Chairman. 

Chairman  Dawson.  Mr.  Fascell. 

Mr.  Fascell.  'Would  this  constitutional  problem  be  solved  if  you 
removed  REA  from  the  Department  of  Agriculture  and  set  it  up  as 
an  independent  agency? 

Mr.  Finan.  Correct,  and  the  first,  point  that  I  made  about  the 
remaining  confusion  as  to  the  responsibility  between  the  Administra¬ 
tor  and  the  Secretary  of  Agriculture  would  also  be  removed. 

Mr.  Fascell.  Yes. 

Mr.  Finan.  In  other  words,  the  simple  device  of  taking  this  agency 
out  of  the  Department  of  Agriculture  would  wash  out  a  number  of 
the  complications  that  I  have  alluded  to. 

Mr.  Fascell.  You  raise  a  point  as  a  matter  of  law  that  concerned 
me  in  the  legislation.  That  is  whether  the  language  actually  ac¬ 
complishes  the  job.  I  am  not  quite  clear  myself  that  you  can,  by 
the  language  of  any  one  of  these  bills,  actually  promote  the  transfer 
that  seeks  to  be  promoted.  I  think  it  takes  other  language  to  do 
it. 


Chairman  Dawson.  Mr.  Brown. 

Mr.  Brown.  I  am  sorry  I  am  late. 

Mr.  Fascell.  For  example,  in  the  language  in  H.R.  1321,  which 
sa3Ts  that  all  functions  which  were  transferred  are  now  transferred 
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back  again,  the  Secretary  of  Agriculture  may  have  already  delegated 
all  of  those  functions  to  the  Administrator  anyway,  so  this  wouldn’t 
accomplish  anything. 

Mr.  Finan.  It  is  my  understanding  that  he  has. 

Mr.  Fascell.  And  if  he  has,  then  this  just  would  seem  to  write  into 
the  statute  what  he  has  already  done.  It  doesn’t  take  anything  away 
from  him,  as  I  see  it. 

Mr.  Finan.  Well,  it  would  freeze  it  in  the  statute,  of  course,  there 
is  no  doubt  about  that.  But  the  aspect  of  this  that  I  find  particularly 
troublesome  is  we  are  by  no  means  sure  of  exactly  what  this  would 
in  fact  freeze.  It  would  create  a  situation  of  confusion  that  we  think 
would  not  be  desirable  from  the  point  of  view  of  the  Congress,  as 
well  as  the  executive  branch. 

Mr.  Fascell.  If  you  admit  that  the  functions  and  the  powers  would 
be  frozen  by  the  statute  even  though  they  have  been  delegated  by  the 
Secretary  to  the  Administrator,  what  is  the  language  specifically  in 
the  bill  that  would  create  the  confusion,  or  seems  to  create  doubt  as 
to  exactly  what  is  frozen  ? 

Mr.  Finan.  Well,  there  are  two  aspects  of  this,  Mr.  Fascell.  The 
first  is,  you  may  recall,  that  I  testified  on  plan  2  in  1953,  and  the  testi¬ 
mony  at  that  time  of  both  the  Bureau  of  the  Budget  and  the  Depart¬ 
ment  of  Agriculture  was  not  that  the  Secretary  of  Agriculure  had 
no  responsibility  and  no  authority  with  respect  to  this  agency,  or  to 
these  programs,  but  rather  that  his  responsiblity  and  authority  were 
unclear.  Therefore,  point  1  wyould  be  that  this  would  restore  us  to 
whatever  unsatisfactory  situation  existed  prior  to  the  taking  effect 
of  plan  2  in  1953.  That  is  point  1. 

Point  2  is  the  difficulty  of  taking  the  plain  language  of  the  final 
phrase  of  these  bills,  “shall  be  the  sole  responsibility  of  the  Adminis¬ 
trator.” 

Mr.  Fascell.  With  respect  to  loans,  that  is. 

Mr.  Finan.  Well,  in  the  case  of  three  of  them,  and  on  one  it  is 
everything,  but  regardless  of  whether  you  limit  it  or  do  not,  the  fact 
of  the  matter  is  that  these  matters  would  not  be  the  sole  responsibility 
of  the  Administrator. 

Mr.  Fascell.  As  a  matter  of  law,  you  mean  ? 

Mr.  Finan.  And  as  a  matter  of  practice,  and  the  matter  of  the 
results  that  would  be  achieved,  so  that  if  some  difficulty  came  up  with 
respect  to  the  administration  of  this  program  and  somebody  turned  to 
the  Secretary  of  Agriculture,  he  would  say  “Read  the  act.  It  is  not  my 
responsibility.” 

If  somebody  turned  to  the  President,  he  could  say  “Read  the  act,  it 
is  not  my  responsibility.” 

If  somebody  turned  to  the  Congress,  this  committee,  they  could  say 
“Read  the  act,  we  have  no  responsibility  in  that.” 

As  a  matter  of  fact,  none  of  those  answers  would  be  an  honest, 
factual  answer,  because  under  this  legislation  the  Secretary  of  Agri¬ 
culture  would  still  have  some  responsibility,  and  it  is  perfectly  clear 
to  me  that  the  President’s  responsibility  would  be  undiminished,  and 
so  would  that  of  the  Congress. 

Mr.  Fascell.  I  understand  that,  so  now  we  are  engaged  in  seman¬ 
tics  and  the  proper  definition  of  the  words  “sole  responsibility”  as 
related  to  what  the  Act  tries  to  do. 
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Mr.  Finan.  Yes,  sir;  if  what  this  committee  wants  to  do  is  remove 
this  agency  and  these  programs  from  the  control  and  accountability 
of  the  Secretary  of  Agriculture,  there  is  a  simple  way  to  do  it.  You 
transfer  this  agency  out  of  the  Department  of  Agriculture  and  you 
make  it  an  independent  agency. 

On  the  other  hand,  if — as  seems  to  me  to  be  the  case — there  is  some 
controversy  here  about  the  policies  as  applied  to  the  laws  that  are 
being  administered  here,  then  the  other  avenue  is  to  write  new  law, 
specific  law,  and  clear  up  these  policy  problems,  whatever  they  may  be. 

Mr.  Fascell.  And  if  the  problem  is  only  that  you  want  your  Ad¬ 
ministrator  to  have  the  final  authority  on  whether  a  loan  is  granted  or 
denied,  you  don’t  think  you  can  write  that  into  the  statute  ? 

Mr.  Finan.  I  don’t,  no,  sir,  not  and  leave  this  agency  in  the  Depart¬ 
ment  of  Agriculture. 

Chairman  Dawson.  Did  you  have  that  power  before  the  act  of  1953  ? 

Mr.  Finan.  No,  sir. 

Mr.  Henderson.  You  are  contending  that  there  would  be  confusion 
in  the  second  part  of  this  bill  dealing  with  the  making  or  not  making 
of  loans  ? 

Mr.  Finan.  Yes,  I  am. 

Mr.  Henderson.  I  can  see  your  first  point  about  the  part  of  general 
supervision,  but  how  could  there  be  any  confusion  about  the  matter 
of  sole  responsibilty  in  the  making  of  loans  ? 

Mr.  Finan.  Because  this  would  appear  to  write  out  the  responsibili¬ 
ties  of  the  President  and  the  Congress,  and  we  cannot  do  that. 

Mr.  Henderson.  But  haven’t  those  responsibilities  at  one  time  or 
another  been  written  out  when  the  matter  of  making  the  loans  was 
delegated  to  the  Administrator  of  REA  by  the  Congress  ? 

Mr.  Finan.  Not  to  my  knowledge. 

Mr.  Henderson.  When  the  REA  was  first  set  up  ? 

Mr.  F inan.  Of  course,  the  Secretary  of  Agriculture  had  no  responsi¬ 
bility. 

Mr.  Brown.  It  was  independent  then  ? 

Mr.  Finan.  Yes. 

Mr.  Brown.  An  independent  agency. 

Chairman  Dawson.  The  Constitution  provides  for  the  appoint¬ 
ment  of  officers  of  the  United  States,  persons  or  otherwise  appointed 
are  simply  employees.  Why  do  you  say  this  would  change  the  con¬ 
stitutional  provision  for  the  appointment  of  officers  or  employees  ? 

Mr.  Finan.  In  this  case,  Mr.  Chairman,  I  am  only  referring  to 
H.R.  3192,  which  says  “any  action  of  the  Administrator.”  This  does 
raise  questions  about  whether  this  would  have  the  effect  of  transferring 
the  appointing  authority  of  the  personnel  in  REA  to  the  Adminis¬ 
trator,  and  I  say  that  if  that  is  the  intent,  it  cannot  be  done  and  still 
leave  the  REA  a  part  of  the  Department  of  Agriculture. 

Mr.  Henderson.  Couldn’t  it  be  in  there  for,  say,  housekeeping  pur¬ 
poses,  such  as  is  the  Farm  Credit  Administration  at  the  present 
time  ? 

Mr.  Finan.  The  Farm  Credit  Administration  is  a  wholly  inde¬ 
pendent  agency. 

Mr.  Henderson.  Such  as  it  was  at  one  time  for  housekeeping 
purposes. 

Mr.  Finan.  The  Farm  Credit  Administration  is  not  in  the  Depart¬ 
ment  of  Agriculture  for  housekeeping  purposes.  It  is  wholly  inde- 
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pendent.  The  only  connection  between  the  Secretary  of  Agriculture 
and  the  Farm  Credit  Administration  is  the  Secretary  appoints  one 
member  of  the  Board  of  Directors  of  the  Farm  Credit  Administration. 

Mr.  Henderson.  At  one  time  was  the  F arm  Credit  Administration 
within  the  Department  of  Agriculture  ? 

Mr.  Finan.  Oh,  yes,  wholly. 

Mr.  Henderson.  Was  that  under  supervision  or  just  for  housekeep¬ 
ing  purposes  ? 

Mr.  Finan.  No,  sir.  The  Secretary  had  full  control  over  the  Farm 
Credit  Administration. 

Mr.  Henderson.  To  put  an  agency  in  the  Department  of  Agricul¬ 
ture  for  purely  housekeeping  purposes,  would  that  not  lend  itself 
to  effective  acLministration  without  creating  the  type  of  confusion 
that  you  refer  to  ? 

Mr.  Finan.  Well,  Mr.  Henderson,  we  have  had  a  number  of  cases 
where  minor  agencies  have  been  placed  within — by  “minor”  I  mean 
small,  not  unimportant — have  been  placed  within  other  agencies 
for  housekeeping  purposes,  but  you  understand  all  this  means  is 
they  do  clerical  work  for  them  and  they  keep  their  accounts  and 
they  issue  supplies  to  them  and  bill  them  for  them,  and  it  merely 
makes  it  unnecessary  for  them  to  build  up  their  own  separate  admin¬ 
istrative  and  housekeeping  organization.  Presumably,  a  few  of  the 
taxpayers’  dollars  are  saved  by  an  arrangement  of  that  kind.  But 
insofar  as  the  desirability  of  that  arrangement  versus  complete  inde¬ 
pendence,  it  all  gets  down  to  the  question  of  whether  somebody  is 
concerned  that  even  that  much  responsibility  for  the  agency  will 
enable  the  other  agency  to  get  into  policy  and  have  some  impact  on  it. 

Mr.  Henderson.  Well,  on  the  question  of  the  loans,  you  recall  last 
year  that  there  was  considerable  discussion  in  the  subcommittee  about 
the  matter  of  policy,  and  I  think  that  the  subcommittee  seemed  to  feel 
that  there  was  no  objection  on  their  part  to  the  REA  remaining 
under  the  supervision  and  control — such  as  it  was  of  the  Secretary  of 
Agriculture,  as  was  provided  by  the  1939  act,  but  it  wanted  to  get 
primarily  to  the  question  of  the  loans,  and  you  contend  that  there 
would  still  be  confusion  and  conflict  of  authority  if  the  provision  on 
loans  remained  as  it  is  in  the  bill. 

Mr.  Finan.  I  don’t  have  any  doubt  of  that,  Mr.  Henderson. 

Chairman  Dawson.  Mr.  Brown. 

Mr.  Brown.  I  have  listened  with  interest  to  the  testimony  which 
I  was  able  to  hear — I  arrived  late  and,  I  apologize  to  everyone  for 
that.  I  was  held  up. 

I  rather  agree,  Mr.  Chairman,  with  the  statement  made  by  the 
gentleman  that  perhaps  if  you  want  to  accomplish  all  of  the  things 
proposed  in  these  bills,  you  are  going  to  have  to  make  REA  an  inde¬ 
pendent  agency,  if  Congress  wants  to  do  that.  I  certainly  also 
agree  with  the  statement  that  was  made  that  this  ties  in  with  both 
presidential  reorganization  plans,  and  not  just  into  the  1953  plan, 
because  I  think  the  1939  plan,  which  was  submitted  by  President 
Roosevelt,  was  the  basic  one  which  really  changed  the  REA,  Rural 
Electrification  Administration,  from  being  an  independent  agency  into 
an  agency  which  is  a  part  of  the  Department  of  Agriculture. 

So,  I  think  this  point  is  very  worthwhile;  that  is,  the  discussion 
of  it.  I  wanted  to  be  here  when  we  started  this  morning,  Mr. 
Chairman - 


10 


MODIFYING  REORGANIZATIONS  PLANS 


Chairman  Dawson.  There  was  only  one  other  witness. 

Mr.  Brown.  To  suggest  that  inasmuch  as  we  held  rather  lengthy 
and  extensive  hearings  on  this  matter  during  the  heat  of  the  summer 
last  year — most  of  us  were  worn  out  and  all  that,  and  we  built  up 
quite  a  record  of  hearings  and  obtained  a  great  deal  of  information, 
or  misinformation,  I  am  not  sure  which,  that  I  doubt  that  it  is  neces¬ 
sary  to  have  long  hearings  on  this  legislation. 

I  am  also  aware  of  the  makeup  of  the  present  Congress,  and  it  may 
be  of  little  use  to  argue  certain  points,  because  I  am  realistic  enough 
that  I  can  at  least  project  into  the  future  my  contemplation  of  what 
will  happen  on  a  great  many  pieces  of  legislation  in  this  Congress. 
I  have  been  around  here  a  long  while.  So  I  hope  that  we  won’t  drag 
out  these  hearings. 

That  is  all  I  have  at  the  moment. 

Chairman  Dawson.  Mr.  Smith. 

Mr.  Smith.  I  wonder  if  I  could  get  clear  in  my  mind  the  two  points 
that  I  believe  the  gentleman  makes.  The  first,  as  I  understand  it,  is 
that  if  the  intent  of  this  legislation  is,  at  least  partly,  to  prevent  the 
REA  from  being  ravaged  by  an  unfriendly  Secretary  of  Agricul¬ 
ture — and  obviously  that  is  one  of  the  intents,  one  of  the  purposes — 
than  it  would  have  to  be  an  independent  agency ;  is  that  your  view  ? 

Mr.  Finan.  I  didn’t  quite  put  it  that  way.  I  said  that  if  that  is  the 
intent,  this  bill  doesn’t  do  it. 

Mr.  Smith.  Well,  if  that  is  the  intent,  what  would  you  do,  then,  if 
you  didn’t  make  them  an  independent  agency  ? 

Mr.  Finan.  Frankly,  I  don’t  know  of  anything  short  of  making  it 
an  independent  agency. 

Mr.  Smith.  If  you  did  make  it  an  independent  agency,  the  Admin¬ 
istrator  of  the  independent  agency  employs  the  personnel;  is  that 
right? 

Mr.  Finan.  Yes,  sir. 

Mr.  Smith.  Then  that  is  why  you  say,  in  addition  to  your  other 
reasons,  if  you  recall  what  has  happened  in  the  past  few  years,  you 
can  certainly  exert  a  lot  of  policy  over  an  agency  merely  by  employing 
the  personnel,  so  then  your  whole  summation  is  that  you  have  got  to 
have  an  independent  agency  if  you  want  to  prevent  policy  being 
changed  from  what  the  intent  of  the  Congress  was  when  they  wrote 
the  law. 

Mr.  Brown.  Will  the  gentleman  yield  at  that  point  ? 

Mr.  Smith.  Yes. 

Mr.  Brown.  Again  referring  back  to  lengthy  service,  I  have  known 
a  great  many  independent  agencies,  and  have  investigated  a  number 
of  them,  and  was  one  of  the  original  supporters  of  the  idea  of  con¬ 
centrating  as  many  of  these  independent  agencies,  under  a  line  of 
command  in  various  departments  of  Government  so  they  wouldn’t  all 
be  under  the  President,  but  I  have  never  known  an  independent  agency 
of  the  Government,  in  my  lifetime,  or  in  my  study  of  American  Gov¬ 
ernment,  that  was  actually  independent.  Somebody  always  appoints 
their  heads  and  somebody  has  influence  as  to  who  should  be  appointed, 
to  the  minor  positions  even,  and  certainly  the  members  of  the  Board, 
or  the  Administrator,  or  what  not,  are  appointed  by  the  President, 
usually.  We  don’t  select  them  up  here,  and  they  are  not  elected  by 
the  vote  of  the  people,  so  you  have  the  same  practice  under  either 
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system,  the  present  system,  or  the  other  one.  Yon  do  have  some  over¬ 
all  control. 

Mr.  Smith.  Well,  there  certainly  must  be  a  lot  of  truth  in  what 
you  say,  insofar  as  the  appointment  of  the  Administrator  would  be 
concerned,  but  at  least  if  it  was  an  independent  agency,  after  the 
Administrator  had  been  appointed  and  approved,  he  wouldn’t  have  to 
run  to  someone  that  is  subject  to  political  pressure  each  time  a  loan 
was  to  be  made  in  order  to  get  approval  of  it. 

Mr.  Brown.  No,  and  he  doesn’t  have  to  do  that  now.  In  fact,  the 
testimony  in  the  past  doesn’t  show  there  has  ever  been  any  interfer¬ 
ence  with  any  loans  made;  that  is,  by  the  Secretary.  But  I  imagine 
if  the  White  House,  whether  it  be  a  Democrat  or  a  Republican  incum¬ 
bent,  should  show  some  interest  in  a  matter  before  that  agency,  if  it 
was  independent,  whether  it  be  in  the  appointment  of  Jim  Jones,  or 
something  minor,  the  Administrator,  whose  power  had  been  given  to 
him  by  Presidential  appointment,  would  at  least  listen  to  die  Presi¬ 
dent  or  the  White  House. 

That  has  always  happened,  and  I  presume  always  will  happen  in  a 
Government  of  our  type. 

Mr.  Smith.  In  other  words,  the  gentleman  says  if  you  want  to  be 
sure  you  are  going  to  have  friendly  administration  of  the  act,  you 
have  to  have  not  only  a  friendly  Secretary  of  Agriculture,  but  also 
a  friendly  President ;  that  is  about  what  it  gets  down  to. 

Mr.  Brown.  No,  I  don’t  say  that,  because  the  very  reason  for  these 
reorganization  plans  was  to  take  away  from  the  President  the  respon¬ 
sibility  of  passing  upon  policy  matters  that  would  be  brought  to  him 
by  all  of  these  various — and  there  were  a  multitude  of  them — inde¬ 
pendent  agencies.  The  Congress,  in  its  wisdom,  saw  fit  to  place  a 
great  many  of  these  independent  agencies  under  the  supervision,  the 
jurisdiction  of  various  Cabinet  members,  so  that  the  President  wouldn’t 
be  bothered. 

At  one  time  I  think  the  President  had  107,  or  something  like  that, 
independent  agencies  under  him,  and  he  was  the  only  man  above  the 
Administrator  or  the  Board,  or  whatever  it  might  be  called.  He  just 
could  not  give  supervision  to  all  of  them,  and  lie  could  not  look  over 
their  decisions  or  their  ideas  or  policies,  and  so  forth  and  so  on,  as 
many  people  in  this  country  would  ask  him  to  do,  whether  they  were 
liberal  or  conservative  in  viewpoint.  The  whole  thought  behind  the 
consolidation  of  these  different  independent  agencies  and  boards  of 
the  Presidential  Office  into  the  departmental  offices  was  for  that  pur¬ 
pose,  to  take  a  part  of  the  load  off  of  the  President.  And  incidentally, 
such  actions,  because  there  were  a  series  of  them,  were  not  only  rec¬ 
ommended  by  the  Hoover  Commission,  after  1939,  but  have  been  rec¬ 
ommended  by  every  President,  regardless  of  his  political  affiliation,  for 
a  great  many  years,  because  the  Presidential  load  has  become  almost 
unbearable.  N o  man  can  take  it. 

Mr.  Smith.  But  as  I  understand  it,  Mr.  Chairman,  in  this  case 
it  is  not  only  the  President  has  so  much  to  do  he  can’t  look  over  each 
loan,  but  in  this  case  it  is  also  the  Secretary  of  Agriculture  had  so 
much  to  do  that  he  relegated  it  to  one  Kenneth  Scott,  who  was  lower 
in  status  than  the  Administrator. 

Mr.  Brown.  I  don’t  know  whether  he  is  lower  in  status  or  not. 
but  he  had  the  right,  of  course,  to  designate  anybody  to  represent  him 
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and  to  bring  to  him  views  and  reports,  I  suppose,  just  as  every  Presi¬ 
dent  has  had  the  right  to  delegate  to  some  of  his  assistants,  some  em¬ 
ployee,  to  check  into  the  situation.  But,  in  the  end,  the  judgment  has 
to  be  passed  by  the  man  on  top. 

Mr.  Smith.  That  is  all  I  have. 

Chairman  Dawson.  Mr.  Barry. 

Mr.  Barry.  I  don’t  have  any  particular  comments,  except  to  say 
that  I  would  hate  to  have  to  run  a  business  where  the  Administrator 
would  have  to  perform  according  to  the  intent  of  this  act,  if  I  didn’t 
have  control  of  the  handling  of  my  own  budget.  I  would  think,  even¬ 
tually,  even  though  the  intent  of  this  act  might  be  to  give  control,  it 
would  not  do  that,  and  I  concur  that  we  would  be  adding  confusion  to 
this  by  the  language  that  has  been  described  in  the  bills  before  us 
today. 

Mr.  Fascell.  Mr.  Chairman. 

Chairman  Dawtson.  Mr.  Fascell. 

Mr.  Fascell.  I  know  plenty  of  lending  institutions  which  have  a 
loan  committee  which  has  complete  authorization  up  to  X  amount, 
and  they  don’t  have  to  check  with  anybody  on  the  approval  or  dis¬ 
approval  of  loans.  I  would  look  on  this  as  the  same  situation. 

Getting  back  to  Mr.  Finan’s  theory  of  the  constitutionality  of  at¬ 
tempting  to  do  what  we  are  trying  to  do  with  this  legislation,  I  can’t 
see  any  difference,  actually,  if  you  make  it  an  independent  agency. 
You  still  have  the  same  constitutional  objection  that  you  raised,  so 
if  one  is  unconstitutional,  they  all  are. 

Mr.  Finan.  I  am  afraid  I  don’t  follow  you  on  that  point. 

Mr.  Fascell.  Well,  you  maintain  that  you  have  to  have  a  line  of 
command  and  responsibility  by  the  Constitution,  as  far  as  employees 
are  concerned  ? 

Mr.  Finan.  No,  sir.  Let  me  try  to  make  myself  as  precise  as  I 
can.  My  comment  in  this  regard  only  ran  to  H.R.  3192,  not  to  the 
other  bill. 


Mr.  Fascell.  Let’s  change  it  around  now  and  confine  it  to  the 
language  m  H.R.  1321,  and  dealing  only  with  the  idea  of  giving  the 
Administrator  the  sole  authority  on  the  granting  or  the  denial  of  the 
loan.  Is  that  unconstitutional,  in  your  opinion  ? 

Mr.  FiNAN.  I  don’t,  see  any  constitutional  problem  with  it.  I  sav, 
as  stated  m  this  bill,  it  is  a  manifest  impossibility,  as  stated  in  terms 
ot  sole  responsbility. 

Mr  Fascell.  We  agreed  that  maybe  that  language  would  be  subject 
to  definition  and  might  be  clarified  so  that  there  would  be  no  mistake 
about  what  is  attempted  to  be  done  by  the  legislation,  but  we  are 
agreed  that  there  is  no  constitutional  problem  with  respect  to  ffivine 
the  Administrator  that  authority  ?  &  6 

Mr.  Finan.  I  was  talking  strictly  to  H.R.  3192,  but  I  would  still 
*}?  •  jV/i  K  raw  aiiy thing  that  I  said  about  leaving  an  unsatisfactory 
divided  responsduhty  and  confusion  as  to  authority 
Mr.  Fascell.  All  right,  sir.  Now,  if  it  were  possible  to  get  lan¬ 
guage  which  would  not  have  divided  responsibility  and  would  elimi- 
nate  confusion  and  conflict,  then  what  would  your  opinion  be* 

bill  Lw  afram  1I,wi!1  haye  you  to  let  me  see  the 

ill.  Mi.  Fascell,  I  would  like  to  take  this  opportunity,  though,  to 

clear  up  any  possible  misunderstanding  here.  I  am  not  recominend- 
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Ing  independent  status  for  the  REA.  Since  I  have  no  prepared  state¬ 
ment,  I  was  afraid  I  might  have  left  that  misimpression. 

Mr.  Fascell.  No,  we  appreciate  your  comments,  because  actually 
you  have  injected  an  important  point  into  the  discussion. 

Mr.  Fin  an.  I  was  trying  to  be  helpful. 

Chairman  Dawson.  Then  it  is  impossible  to  do  what  we  are  trying 
to  do. 

Mr.  Fascell.  No,  he  didn’t  say  that;  he  didn’t  say  that  at  all. 

Mr.  Finan.  I  say  if  you  see  an  organizational  problem  here,  there 
is  a  solution  to  it  which  is  not  involved  in  any  of  these  bills.  If  you 
see  a  policy  problem  here,  it  means  new  legislation  that  doesn’t  neces¬ 
sarily  have  to  involve  organization,  and,  of  course,  that  is  not  in  either 
of  these  bills,  either. 

Mr.  Fascell.  I  agree  with  that,  and,  of  course,  I  don’t  understand 
that  that  is  the  attempt  of  any  of  this  legislation  to  do  either  one  of 
those  two  things. 

Chairman  Dawson.  Any  other  questions? 

Mr.  Brown.  I  agree  with  your  point  and  with  both  of  you. 

Mr.  Indritz.  Mr.  Finan,  you  mentioned  that  it  would  be  either  im¬ 
proper  or  invalid  to  have  an  agency  within  the  Department  of  Agri¬ 
culture  which  is  not  responsible  to  the  head  of  the  agency.  I  wonder 
if  you  are  aware  of  a  somewhat  analagous  situation  concerning  the 
Director  of  the  Bureau  of  Mines.  He  has  authority  to  issue  orders 
withdrawing  men  from  danger  areas,  and  is  not  subject  to  the  control 
of  the  Secretary  of  the  Interior  with  regard  to  those  orders. 

The  authority  goes  directly  to  the  Director  of  the  Bureau  of  Mines, 
and  if  any  question  is  raised  or  appeal  taken,  it  goes  to  an  independent 
board. 

Mr.  Finan.  The  Federal  Coal  Mine  Safety  Board  of  Review. 

Mr.  Indritz.  Yes.  There  Congress  apparently  specifically  pro¬ 
vided  legislation  which  would  prevent  the  Secretary  of  the  Interior 
from  interfering  with  the  functions  of  the  Director  in  dealing  with  the 
withdrawal  of  men  from  dangerous  areas  in  coal  mines. 

Now,  the  intent  of  this  bill  is  apparently  to  provide  that  the  Ad¬ 
ministrator  of  the  Rural  Electrification  Administration  would  have 
authority  with  respect  to  the  approval  and  disapproval  of  loans  with¬ 
out  being  subject  to  the  authority  of  the  Secretary  of  Agriculture. 

Now,  aren’t  the  two  comparable? 

Mr.  Finan.  You  see,  you  are  supplying  me  with  an  interpretation 
of  what  the  intent  of  this  bill  was.  I  am  saying  if  you  take  the  bill 
as  written,  the  bill  purports  to  describe  a  situation  which  will  in  fact 
not  exist,  and  that  is  the  sole— I  assume  meaning  the  total,  complete, 
and  unadulterated — responsibility,  for  the  approval  or  denial  of  loans 
will  rest  with  the  Administrator. 

I  say  this  bill,  if  it  went  on  the  books,  would  not  accomplish  that 
point. 

Chairman  Dawson.  Your  quarrel,  then,  is  with  the  word  “sole”? 

Mr.  Finan.  Well,  it  is  a  little  broader  than  that,  Mr.  Chairman. 
There  is  an  apparent  intent  here  to  fix  responsibility  on  the  Admin¬ 
istrator,  but  then  there  are  provisions  in  this  bill  which  bring  about  a 
situation  where,  in  my  opinion,  he  cannot  fairly  be  held  responsible. 
He  will  still  be  sharing  responsibility  with  the  Secretary  of  Agricul¬ 
ture  and  the  President  in  the  executive  branch,  and  in  the  appropri- 
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ate  way  with  the  legislative  branch  of  the  Congress.  There  is  no- 
escaping  that. 

Chairman  Dawson.  Any  other  questions? 

Thank  you  very  much,  Mr.  Finan. 

I  don’t  know  whether  we  are  up  in  the  air  or  whether  we  are  down. 

Congressman  Wolf.  We  are  very  happy  to  have  you  with  us,  Mr. 
Wolf.  You  may  proceed. 

STATEMENT  OF  HON.  LEONARD  WOLF,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  IOWA 

Mr.  Wolf.  Thank  you,  Mr.  Chairman.  May  I  say  that  I  am  happy 
to  be  here  to  have  this  opportunity.  I  have  been  receiving  a  consid¬ 
erable  amount  of  mail  from  my  folks  back  home  telling  me  to  push 
for  this  proposal.  A  considerable  amount  came  before  the  election 
and  a  very  great  deal  since,  so  I  have  a  prepared  statement  I  would 
like  to  present  to  the  committee  at  this  time. 

Mr.  Chairman  and  members  of  the  subcommittee,  I  appreciate  the 
opportunity  of  meeting  with  the  subcommittee  to  state  that  I  give  my 
unqualified  support  to  the  Price  bill,  H.R.  1321.  As  the  committee 
knows,  I  have  felt  so  strongly  the  need  for  restoring  to  the  Adminis¬ 
trator  of  REA  the  authority  that  was  taken  from  him  and  placed  in 
the  hands  of  the  Secretary  of  Agriculture,  that  on  February  17, 1959, 

I  introduced  a  bill,  H.R.  4662,  which  is  identical  to  the  Humphrey 
bill,  S.  144,  and  the  Price  bill,  which  the  subcommittee  is  considering 
today,  I  understand. 

At  the  time  1  introduced  my  bill,  I  expressed  my  wholehearted 
support  of  the  aforementioned  bills. 

The  following  quotation  from  Senator  Humphrey’s  statement  at 
the  time  he  introduced  his  bill  at  the  beginning  of  this  session  of 
Congress  appeals  to  my  sense  of  moderation,  and  I  would  like  to 
read  this  quote : 

This  bill  is  designed  to  restore  the  full  loanmaking  authority  of  the  REA 
Administrator.  It  makes  sure  that  the  Administrator,  and  he  alone,  has  final 
authority  for  making  or  rejecting  an  individual  loan.  The  bill  does  not  take 
REA  out  of  the  Department  of  Agriculture.  It  does  not  make  REA  an  inde¬ 
pendent  agency.  The  Department  of  Agriculture  still  has  full  policy  control 
over  REA,  but  not  over  individual  loans. 

That  is  his  quotation. 

The  bill  before  the  committee  has  the  same  built-in  spirit  of  modera¬ 
tion.  It  does  not  contain  elements  which  could  have  a  demoralizing 
efiect  on  the  well-trained  and  technically  competent  staff  that  has  for 
so  long  and  so  effectively  carried  out  the  congressional  mandate 
found  in  the  Rural  Electrification  Act  of  1936,  as  amended. 

I  favor  the  Price  bill  because  it  does  not  propose  to  set  up  another 
independent  agency  of  Government  which  would  only  add  to  the 
multiplicity  of  Federal  agencies  that  has  mushroomed  over  the  years. 
Besides  avoiding  the  costs  of  organizing  a  new  agency,  the  retention 
of  REA  in  the  Department  of  Agriculture  has,  it  seems  to  me,  an¬ 
other  distinct  advantage.  I  refer  to  the  advantage  that  comes  from 
continuing  the  relationship  that  has  existed  for  about  20  years  between 
REA,  as  part  of  the  Department  of  Agriculure,  and  the  committees 
that  it  has  worked  with  in  the  House  and  Senate.  It  is  my  under¬ 
standing  that  this  cooperation  has  been  of  the  highest  order. 
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The  committees  understand  not  only  the  economic  philosophy  that 
runs  through  the  REA,  but  they  understand  and  are  in  sympathy 
with  the  social  aspects  of  the  program  which  makes  it  a  program  of 
service  to  people,  and  not  just  another  power  program  with  emphasis 
on  kilowatts  and  profit.  This  is  not  to  say  that  other  committees  of 
Congress  would  be  less  understanding  or  fair  in  their  dealings  with 
the  rural  electric  program  if  it  were  reestablished  as  an  independent 
agency.  My  point  is  that  I  believe  the  present  arrangement  that 
exists  between  the  REA  and  the  Agriculture  Committees  and  Sub¬ 
committees  is  functioning  effectively,  and  nothing  would  be  gained 
by  a  change. 

There  is  in  fact  another  advantage  that  accrues  to  the  REA  because 
it  is  a  part  of  the  Department  of  Agriculture.  The  Rural  Electri¬ 
fication  Administration  program  is  and  will  remain  basically  an  agri¬ 
cultural  program.  The  liaison  activities  that  exist  between  REA  and 
the  other  offices  and  services  of  the  Department  of  Agriculture,  if 
continued,  would  facilitate  the  maintenance  of  good  understanding 
throughout  the  Department  on  all  Government  programs  that  are 
directly  concerned  with  rural  people. 

I  am  convinced  that  REA  should  remain  in  the  Department  of 
Agriculture,  but  I  am  more  firmly  convinced  that  it  cannot  function 
effectively  until  the  authority  that  was  delivered  from  the  Adminis¬ 
trator  to  the  Secretary  of  Agriculture  has  been  restored  to  him. 

The  district  in  northern  Iowa  that  I  represent  is  an  important 
agricultural  area.  The  rural  electrification  program  means  a  lot  to 
all  of  the  people  in  that  district.  They  are  greatly  concerned  about 
any  changes  in  the  program  which  threatened  to  nullify  the  gains 
that  they  have  achieved  through  cooperation. 

I  might  say,  Mr.  Chairman,  that  immediately  after  the  election,  the 
leaders  in  all  of  the  REA  co-ops  in  my  district  called  me  into  a  meeting 
and  they  all  came  to  discuss  this  problem  with  me  in  considerable 
detail.  Most  folks  in  my  district  don’t  attempt  to  keep  informed 
about  all  of  the  administrative  arrangements  in  Washington,  but  they 
do  know  that  Secretary  Benson  and  others  high  in  his  administration 
have  been  advocating  changes  in  the  method  of  financing  REA  and, 
of  course,  the  move  to  raise  the  interest  rates  on  REA  loans  has  not 
escaped  their  attention. 

I  feel  that  it  is  my  responsibility  as  the  Representative  of  the  people 
of  my  district  to  do  all  in  my  power  to  safeguard  their  interests.  In 
my  opinion,  the  downgrading  of  the  Rural  Electrification  Administra¬ 
tion  that  resulted  from  the  implementation  of  Reorganization  Plan 
No.  2  does  cast  a  shadow  over  the  future  of  the  program. 

It  seems  to  me  that  the  greatest  danger  lies  in  the  fact  that  the  loan 
approval  authority  of  major  loans  is  vested  in  an  official  who  is  subject 
to  political  pressures  and  biases.  Under  the  Reorganization  Plan 
No.  2,  the  REA  loses  its  identity  and  becomes  just  another  one  of  the 
many  departments  within  the  Department  of  Agriculture.  When  the 
responsibility  for  REA  policies  are  diffused  throughout  a  number  of 
offices  in  the  Department,  the  historically  intended  purpose  of  keep¬ 
ing  the  REA  as  an  important  segment  of  our  farm  policy  is  defeated. 

I  believe  that  the  best  interests  of  our  rural  people  have  been  jeop¬ 
ardized  long  enough  under  the  present  arrangement.  The  power 
should  be  returned  to  the  Administrator  who  is  charged  with  carry- 
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ing  out  the  wishes  of  the  Congress,  as  expressed  in  the  Rural  Electrifi¬ 
cation  Act  of  1936,  as  amended. 

For  these  reasons,  I  urge  the  subcommittee  to  report  out  the  Price 
bill,  H.R.  1321,  so  that  we  may  vote  its  passage. 

Thank  you,  Mr.  Chairman. 

Chairman  Dawson.  Mr.  Fascell. 

Mr.  Fascell.  No  questions,  Mr.  Chairman. 

Chairman  Dawson.  Mr.  Brown. 

Mr.  Brown.  The  only  question  I  have  is  whether  or  not  the  gentle¬ 
man  knows  of  any  case  where  the  Secretary  of  Agriculture  has  turned 
down  or  rejected  any  loan  recommended  by  the  Administrator. 

Mr.  Wolf.  How  soon  will  you  make  the  decision  on  this? 

Chairman  Dawson.  It  won’t  be  today. 

Mr.  Wolf.  I  will  gather  that  information  and  submit  it  to  the- 
committee  to  be  a  part  of  my  report. 

Mr.  Brown.  Very  well.  I  would  like  to  have  it  authenticated  and 
documented.  There  has  been  no  testimony  on  that  so  far. 

Mr.  Wolf.  I  will  get  it  back  to  your  subcommittee  this  afternoon. 

Chairman  Dawson.  Do  you  have  a  question,  Congressman  ? 

Mr.  Smith.  No;  I  don’t. 

Chairman  Dawson.  Do  you  have  a  question,  Mr.  Barry  ? 

Mr.  Barry.  No,  sir;  I  don’t. 

Chairman  Dawson.  Thank  you  very  much.  We  appreciate  your 
testimony,  Congressman. 

Next  will  be  the  Honorable  Gracie  Pfost. 

STATEMENT  OF  HON.  GRACIE  PFOST,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  IDAHO 

Mrs.  Pfost.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  subcommittee,  I  want  to  take 
this  opportunity  to  express  my  appreciation  to  you  for  your  prompt¬ 
ness  in  taking  this  legislation  up  at  such  an  early  stage  in  the  session,. 
I  introduced  a  bill  No.  3192,  on  January  22, 1959, ^identical  in  principle 
to  a  number  of  other  bills  before  you.  Needless  to  say  I  am  hopeful 
that  you  will  take  favorable  action  soon  so  we  may  be  able  to  clear  up 
a  problem  that  exists  in  the  minds  of  the  people  in  our  area  with 
regard  to  where  the  REA  loan  financing  is  headed. 

I  should  like  to  take  just  a  very  few  brief  moments  to  call  attention 
to  what  the  REA  has  meant  to  my  own  State  of  Idaho.  As  you  know, 
the  Rural  Electrification  Act  was  adopted  in  1936,  and  the  extension 
of  light  and  powerlines  to  farmers  in  Idaho  has  progressed  rapidly 
since  that  time.  For  example,  in  early  1935  only  29.8  percent  of  all 
farms  in  the  State  had  control  station  electric  service,  but  by  1950 
more  than  91  percent  had  such  service,  and  last  year  the  percentage 
stood  at  97.1  percent.  This  phenomenal  growth  was  due  in  great 
part  to  REA. 

Mr.  Brown.  Would  you  yield  right  there  ? 

Mrs.  Pfost.  Yes. 

Mr.  Brown.  I  have  listened  with  interest  because  I  have  long  been 
a  supporter  of  REA  development.  I  think  if  the  gentlewoman  will 
investigate,  or  check,  deeply,  she  will  find  in  the  past  6  years  there  has 
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been  approximately  the  same,  or  perhaps  a  little  bit  more,  in  the  way 
of  Federal  funds  furnished  for  the  development  of  REA  than  in  the 
first  17  years  of  its  life. 

Mrs.  Pfost.  Well,  I  appreciate  that,  Mr.  Brown,  and  the  answer  is 
that  in  1953  this  Administration  took  over  following  20  productive 
Democratic  years  and  the  coffers  were  full  of  money.  There  can  be 
growth  when  you  have  money  to  spend. 

As  you  know,  REA  has  been  a  program  that  has  dramatically  im¬ 
proved  the  level  of  living  of  farmers  and  ranchers  throughout  not 
only  Idaho,  but  the  country  as  a  whole.  Rural  people  in  my  district 
and  elsewhere  in  the  State  consider  the  rural  electrification  program  a 
creature  of  their  own  making.  They  should  consider  it  as  their  own 
because  so  many  of  them  have  joined  the  electric  cooperatives.  They 
have  served  on  their  boards  and  helped  in  other  ways  to  make  it  the 
success  that  it  is  today. 

My  people  in  Idaho  take  pride  in  REA’s  accomplishments,  and  have 
approved  most  of  the  policies  that  have  emanated  from  Washington, 
and  I  share  in  their  pride.  But  I  share  in  their  concern  also  when 
conditions  arise  which  threaten  to  endanger  the  future  of  the  REA 
program. 

The  Reorganization  Plan  No.  2  of  1953,  as  it  is  being  applied  to 
REA  by  the  Secretary  of  Agriculture,  in  my  opinion,  poses  a  threat. 
Vital  decisions  regarding  REA  loans,  the  only  real  purpose  for  the 
existence  of  REA,  incidentally,  are  not  the  sole  responsibility  of 
the  Administrator.  He  no  longer  can  judge  an  important  loan  appli¬ 
cation  on  its  merits  and  make  the  loan  himself,  as  I  feel  it  should  be 
made.  He  must  now  check  with  the  Secretary  of  Agriculture,  who  is 
a  political  appointee,  and  while  I  know  of  no  abuses  yet  under  this 
system,  it  is  a  change  that  could  threaten  the  work  of  the  REA. 

It  removes  the  responsibility  from  those  who  are  qualified  by 
training  and  experience  and  places  it  in  the  hands  of  those  who  are 
concerned  with  REA  loans  as  only  a  part  of  their  multiple  responsi¬ 
bilities,  I  feel,  Mr.  Chairman,  that  we  cannot  take  a  chance  on  the 
final  determination  for  REA  loans  to  be  made  by  someone  who  may 
not  be  in  sympathy  with  the  purposes  of  the  REA  as  originally  visu¬ 
alized  by  the  Congress. 

Now,  recent  statements  by  Secretary  Benson,  in  which  he  advocated 
raising  interest  rates  on  REA  loans  and  private  financing  of  REA’s 
future  loan  requirements  is  viewed  by  my  constituents  as  evidence 
that  Secretary  Benson  doesn’t  fully  understand  the  problems  of  rural 
electrification  or  have  a  philosophy  of  public  affairs  that  auguers  well 
for  our  rural  people.  And  for  these  reasons  I,  of  course,  am  very 
hopeful  that  this  subcommittee  will  recommend  one  of  the  bills  under 
consideration. 

Chairman  Dawson.  Your  bill  differs  slightly  from  the  Price  bill. 
Would  you  settle  for  the  Price  bill? 

Mrs.  Pfost.  Yes,  Mr.  Chairman.  I  think  the  important  issue  before 
us  is  to  allow  the  Administrator  to  proceed  without  the  additional 
delay  of  taking  matters  up  with  another  individual  in  another  depart¬ 
ment.  Any  time  this  happens  it  slows  down  the  procedures. 

We  all  experience  that  in  handling  our  own  offices. 

Chairman  Dawson.  Mr.  Fascell. 
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Mr.  Fasoell.  I  have  no  questions,  Mr.  Chairman.  That  was  the 
only  question  I  had  in  mind,  myself,  since  her  intent  obviously  deals 
with  loans  specifically. 

Mrs.  Pfost.  And  I  might,  add,  even  though  this  legislation  doesn’t 
happen  to  go  to  that  particular  point,  I  am  specifically  interested  in 
maintaining  a  sufficiently  low  interest  rate  so  that  the  growth  in 
building  electric  lines  in  the  rural  areas  will  continue.  As  you  men¬ 
tioned,  Mr.  Brown,  a  great  deal  of  funds  have  been  made  available 
for  REA  loans,  and  1  for  one  feel  it  has  been  one  of  the  greatest 
blessings  that  has  happened  to  rural  America. 

Mr.  Brown.  Well,  of  course,  the  able  legislator  that  you  are,  I  am 
sure  that,  you  are  aware  of  the  fact  that  this  legislation  has  nothing 
whatever  to  do  with  the  interest  rates  on  REA  loans.  That  is  an 
entirely  different  problem. 

Mrs.  Pfost.  The  gentleman  is  100  percent  correct,  and  I  prefaced 
my  remarks  with  the  fact  that  though  this  legislation  doesn’t  go  to 
that - 

Mr.  Brown.  No,  but  I  have  noticed  that  it  has  been  mentioned  a 
great  deal  here  and  discussed  with  a  great  deal  of  fervor. 

Mr.  Fascell.  Well,  able  legislator  that  she  is,  she  took  a  good  op¬ 
portunity  to  get  a  plug  in. 

Mr.  Brown.  Although,  actually  contrary  to  the  rules,  we  are  sup¬ 
posed  to  speak  to  the  subject,  and  there  might  have  been  a  point  of 
order  made  against  it.  Let  me  ask  you  just  one  question,  if  I  may. 

I  noticed  that  you  referred  to  political  appointees  passing  on  this. 
How  have  the  different  Administrators  of  the  REA  been  selected  in 
the  past,  while  it  was  an  independent  agency ;  how  did  the  man  get  his 
position  ? 

Mrs.  Pfost.  Of  course,  the  gentleman  is  referring  to  exactly  what 
the  gentlew'oman  has  mentioned,  the  fact  that  they  are  appointees. 
However,  the  thing  that  T  am  trying  to  say - • 

Mr.  Brown.  Wait  a  minute,  was  it  a  political  appointment,  or  was 
he  elected  by  the  people,  or  by  the  members  of  the  co-op  or  what  ? 

Mrs.  Pfost.  He  was  a  political  appointee. 

Mr.  Brown.  Well,  he  was  a  political  appointee,  the  same  as  the 
people  in  the  Department  of  Agriculture  that  you  referred  to  are 
political  appointees  ? 

Mrs.  Pfost.  Yes. 

Mr.  Brown.  So  what,  is  the  difference  ? 

Mrs.  Pfost.  My  feeling  is  that  the  Administrator  deals  solely  with 
REA  problems,  and  that  is  his  sole  responsibility.  He  is  appointed 
to  deal  with  REA  loans  and  the  REA  program  as  a  whole.  Now,  the 
difference  that  I  made  between  the  two  was  the  fact  that  you  come 
along  with  still  a  different  individual  whose  mind  is  busy  with  a 
multitude  of  other  farm  programs,  which  as  the  gentleman  well 
knows,  are  quite  prevalent  today,  and  his  interests  are  scattered  over 
so  many  areas. 

Mr.  Brown.  I  understand  your  point. 

Mrs.  Pfost.  It  seems  to  me  by  the  time  the  Administrator  takes  it 
to  an  individual  in  the  Agriculture  Department,  who  is  busy  with 
multitudinous  other  duties  the  loan  program  may  get  shuffled  to  one 
side  while  some  of  the  larger  farm  programs  and  problems  are  taken 
care  of. 
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Mr.  Brown.  Of  course,  there  is  no  evidence  that  such  has  ever  been 
done.  But  I  am  intrigued  and  entranced  by  the  lady’s  reasoning  and 
her  viewpoint  on  this  thing.  Originally,  when  it  was  an  independent 
agency,  the  President  appointed  this  Administrator  of  REA, 
didn’t  he? 

Mrs.  Pfost.  Right. 

Mr.  Brown.  Now,  did  you  ever  know  of  any  President,  outside  of 
the  present  one,  of  course,  that  was  not  a  politician  and  wasn’t  subject 
to  political  influence?  I  sometimes  wish  my  President  were  a  little 
more  political. 

Mr.  Smith.  Will  the  gentleman  yield  on  that  ? 

Mr.  Brown.  Well,  she  has  yielded  to  me. 

Mrs.  Pfost.  I  will  yield  to  the  gentleman  to  answer  it. 

Mr.  Brown.  So  there  is  really  no  difference,  as  far  as  the  political 
aspects,  regardless  of  who  has  the  responsibility? 

Mrs.  Pfost.  Well,  I  think  there  is  a  difference.  Any  time  you  draw 
in  another  individual  from  the  Department  and  they  too  must  pass 
upon  this  question  in  addition  to  the  REA  Administrator,  then  you 
are  getting  into  a  more  lengthy  drawn-out  affair. 

Mr.  Brown.  I  think  that  is  right.  I  know  the  lady  is  very  practical 
in  politics  or  she  wouldn’t  be  here,  and  she  is  very  able  in  her  discus¬ 
sion,  but  don’t  you  think,  back  in  the  days  when  this  independent  office 
of  REA,  along  with  a  multitude  of  independent  offices,  which  came 
under  the  President,  that  the  President  in  that  day  would  say — let’s 
take  a  Democrat — to  John  Steelman,  or  somebody  else  down  there: 
“Now,  you  take  a  look  at  this  thing.  I  will  have  them  tell  you  :  bout 
what  they  are  doing  down  there  in  such  and  such  an  independent 
agency,  and  if  you  don’t  think  it  is  in  line  with  your  policies  and  our 
beliefs  here  at  the  White  House  level,  you  come  tell  me,  and  then  I 
will  speak  to  the  man  in  charge,  the  Director,  or  the  Administrator.” 

Now  that  happens  regardless  of  where  you  are  or  what  it  is:  isn’t 
that  true  ? 

Mrs.  Pfost.  That  may  very  well  be.  Certainly  the  gentleman  is 
partially  correct,  and  may  be  wholty  so,  with  regard  to  his - - 

Mr.  Brown.  Now  doesn’t  that  happen  all  of  the  time  ? 

Mrs.  Pfost.  I  haven’t  been  down  to  the  White  House.  Your  Presi¬ 
dent  hasn’t  invited  me  down. 

Mr.  Brown.  You  may  have  the  opportunity  to  go  before  too  long. 

Mrs.PFosT.  I  am  sorry  to  say  I  didn’t  have  the  privilege  of  serving 
in  Congress  under  the  great  Presidents,  Mr.  Truman  and  Mr.  Roose¬ 
velt,  but  let  me  say  this : 

I  was  so  glad  to  have  the  gentleman  [Mr.  Brown]  brine:  up  the  fact 
that  there  has  been  a  great  deal  of  money  made  available  under  the 
REA  program  in  recent  years.  I  can  well  remember  when  I  was  a 
youngster  12  year  old  in  Idaho - 

Mr.  Brown.  Well,  that  wasn’t  long  ago,  I  can  realize. 

Mrs.  Pfost.  When  my  father  wanted  to  bring  a  powerline  less  than 
a  half  mile  to  our  home.  No  REA  existed  at  that  time  and  the  power 
company  wanted  $2,000  to  bring  it  a  little  over  a  quarter  of  a  mile. 
The  gentleman  remembers  corollary  circumstances,  I  am  sure. 

Mr.  Brown.  I  had  similar  experiences. 

Mrs.  Pfost.  All  right,  we  came  along  with  20  productive  Democratic 
years  and  put  a  lot  of  dollars  into  people’s  pockets  so  they  could  pay 
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their  taxes  and  there  was  money  for  REA  loans  to  construct  lines 
out  into  the  rural  areas,  and,  thank  goodness,  today  97  percent  of  my 
Idaho  people  have  refrigerators,  and  washing  machines  and  they 
can  have - 

Mr.  Brown.  As  I  said  earlier,  I  have  been  for  REA,  too,  because 
I  have  had  the  same  problem.  I  am  much  older  than  you,  and  I  wasn’t 
a  child  when  it  happened.  I  had  to  pay  the  bill  myself.  But  I  re¬ 
member  during  those  productive  years  the  burden  was  shifted  from 
the  individual  over  to  the  Federal  Government,  and  I  also  recall  that 
in  these  years  that  we  have  had  REA,  some  23  years,  that  there  was  as 
much  or  more  Federal  funds  made  available  to  help  expand  and  ex¬ 
pedite  this  program  in  the  last  6  years  as  there  was  in  the  first  17 
years. 

Mrs.  Pfost.  Exactly  the  point  the  gentlewoman  was  making. 

Mr.  Brown.  So  I  am  afraid  that  your  great  friend  you  refer  to, 
Mr.  Roosevelt,  was  holding  out  on  you  a  bit,  and  the  Republicans 
have  been  more  helpful.  But  as  all  women  do,  even  my  wife,  you 
kind  of  skirt  around  the  real  subject,  and  the  subject  is,  and  the 
question  is,  Whether  or  not  under  either  system  there  isn’t  some 
political  control,  and  how  you  can  get  away  from  it  under  our  system 
of  government. 

Mrs.  Pfost.  The  gentleman  is  right,  both  parties  exert  political 
control.  However,  in  view  of  the  last  statement  the  gentleman  has 
made,  you  will  recall  that  when  the  Democrats  took  over  back  in  the 
thirties,  they  didn’t  have  the  dollars  to  spread  around  that  the  Repub¬ 
licans  found  in  the  Treasury  when  they  took  over  in  1953. 

Mr.  Brown.  The  lady  is  correct,  but  I  remember  how  the  printing 
presses  rolled,  and  how  the  money  was  poured  out  of  the  Federal 
Treasury  at  the  expense  of  the  taxpayers.  I  know,  too,  what  a  great 
burden  of  the  debt  we  have,  and  how  high  taxes  are;  for  you  see,  I 
am  older  than  the  lady  and  can  think  back  further,  and  have  a  more 
vivid  and  clear  memory  of  what  went  on  in  those  years  than  you  do, 
because  you  were  a  mere  child  when  Mr.  Roosevelt  was  President. 

Mrs.  Pfost.  I  thank  the  gentleman  very  much,  but  I  haven’t  yet 
forgotten  the  little  $2 y2  grocery  slips  that  we  gave  out  as  direct  charity 
trying  to  take  care  of  the  people  who  migrated  west  from  the  dust- 
bowl  areas  of  Nebraska  and  Kansas.  And  that  $2.50  had  to  last 
them  a  whole  week,  whether  their  family  was  hungry  or  not,  and  I 
haven’t  forgotten  the  deeds  that  the  county  took  upon  the  farms  in 
our  rich  Canyon  County,  though  we  offered  for  sale  over  800  separate 
pieces  of  property  over  a  2-  or  3-day  auction  period  only  some  20 
people  had  the  money  to  buy  them. 

Mr.  Brown.  You  should  be  very  grateful  to  the  people  of  Ohio 
that  I  represent,  because  we  furnished  much  of  the  money  that  you 
received. 

^>I0ST‘  ^  am  sure  much  of  this  should  not  go  on  the  record, 
Mr.  Chairman,  but  the  gentleman  led  me  into  it. 

Mr.  Brown.  Well,  the  gentlewoman,  like  all  women,  didn’t  answer 
the  question. 

Mr.  Smith.  The  question  of  the  political  pressures,  and  so  forth, 
on  Avhoever  is  making  the  loan,  has  the  responsibility  for  the  loan, 
it  was  my  understanding — and  correct  me  if  I  am  wrong — it  was 
my  understanding  that  there  is  a  difference  here  because  the  Admin- 


MODIFYING  REORGANIZATIONS  PLANS 


21 


istrator  was  subject  to  approval  by  the  Senate,  but  as  I  understand 
it,  the  reorganization  here  permits  the  Secretary  of  Agriculture  to 
designate  somebody  who  is  not  subject  to  approval  by  the  Senate. 

Mr.  Brown.  But  the  Secretary  of  Agriculture  is  subject  to  the 
approval  of  the  Senate. 

Mr.  Smith.  But  is  he  the  one  who  in  the  end  must  approve  ? 

Mr.  Brown.  He  is  the  one  responsible,  just  as  you  are  the  one 
responsible  when  your  secretary  signs  and  sends  out  a  letter.  Cer¬ 
tainly,  you  delegate  certain  responsibilities.  We  do  it  every  day, 
and  I  am  afraid  sometimes  Congress  delegates  too  many  of  its 
responsibilities. 

Chairman  Dawson.  Did  that  answer  your  question  ? 

Mr.  Barry,  do  you  have  a  question  ? 

Mr.  Barry.  I  j  ust  wanted  to  ask  the  gentlewoman  if  she  thought  it 
would  make  any  appreciable  difference  if  there  were  a  group  asking 
for  something  from  the  REA  and  the  REA  Administrator  was  dis¬ 
posed  to  grant  whatever  was  being  asked,  and  at  the  same  time  within 
the  Department  there  was  an  influence  opposed  to  it.  Now,  if  under 
the  same  set  of  conditions  the  Administrator  was  reporting  to  the 
White  House  directly,  to  the  assistant  to  the  President,  which  many 
of  the  agencies  formerly  did,  and  which  some  still  do,  if  there  would 
be  any  difference  in  what  would  happen  by  virtue  of  the  fact  that 
people  opposed  to  this  policy  or  this  request  to  the  REA  would  then 
funnel  their  opposition  to  the  White  House. 

Would  you  then  come  before  Congress  and  ask  for  a  new  law  be¬ 
cause  there  was  opposition  to  a  policy  ?  Because,  as  far  as  I  can  see 
thus  far,  the  only  testimony  offered  as  a  reason  for  this  legislation  is 
that  the  philosophy  of  the  Secretary  of  Agriculture  differs  somewhat 
from  the  philosophy  of  those  who  are,  by  and  large,  wholeheartedly 
behind  the  REA,  and  certainly  we  shouldn’t  be  in  a  position  of  just 
legislating  around  an  individual’s  philosophy. 

Would  you  not  agree? 

Mrs.  Pfost.  I  should  like  to  say,  in  answer,  that  I  don’t  think  it  is 
entirely  because  there  may  be  a  different  philosophy  between  the  Sec¬ 
retary  "of  Agriculture  and  the  REA  Administrator.  I  simply  feel 
that  you  are  going  to  expedite  the  issuance  of  these  loans  if  you  can 
leave  the  responsibility  resting  in  the  Administrator  who  has  the 
responsibility  of  REA  problems  wholly,  rather  than  to  have  to  scatter 
your  shots,  so  to  speak,  into  the  Agriculture  Department,  where  it 
will  be  referred  not  just  to  Secretary  Benson,  who  is  possibly  too  busy 
to  be  bothered  with  those  details,  but  to  someone  he  may  designate 
to  sit  down  and  talk  over  and  evaluate  and  go  into  it  with  the  Ad¬ 
ministrator,  just  as  many  other  problems  are  resolved. 

Mr.  Barry.  I  am  certain  that  the  gentlewoman  would  be  aware  that 
if  there  was  any  matter  at  issue  within  the  REA,  that  there  are  al¬ 
ways  two  sides  to  a  question,  unless  it  was  something  that  everyone  was 
in  complete  agreement  with.  So  when  you  say  that  the  Secretary  of 
Agriculture  would  not  be  concerned  or  bothered  with  these  matters, 
he  wouldn’t  be,  unless  it  was  put  upon  him,  and  the  opposing  forces 
who  didn’t  want  what  was  being  petitioned  for  would  be  in  touch  with 
the  Secretary  of  Agriculture. 

Now,  in  lieu  thereof,  if  you  take  this  authority  away  from  the 
Secretary  of  Agriculture,  the  same  people  wanting  this  are  going  to 
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go  to  the  President,  and  they  are  going  to  create,  again,  another  chore 
for  the  President  of  the  United  States  and  the  presidential  staff, 
which  is  already  so  overburdened  with  world  problems  of  import 
having  to  do  with  our  very  life  and  death,  that  we  would  be,  in  a 
sense,  impeding  pace,  the  very  thing  that  we  are  struggling  so  hard 
for  by  doing  this  thing  that  would  further  increase  the  burden  of 
the  executive  department.  I  don’t  see  how  you  are  going  to  get  away 
from  the  fight  by  taking  it  out  from  the  Agricultural  Department. 
If  I  could  see  that,  then  I  would  be  amenable  to  it. 

Mrs.  Pfost.  Naturally,  there  will  be  those  for,  and  those  against, 
but  my  bill  would  leave  the  responsibility  up  to  the  REA  Adminis¬ 
trator,  rather  than,  as  I  said  earlier,  throwing  it  to  someone  in  the 
Department  of  Agriculture,  who  could  bog  the  issue  down  and  hold 
it  over  until  people  would  have  to  forget  about  their  project. 

Mr.  Barry.  I  would  like  to  agree  that  there  wouldn’t  be  confusion, 
but  I  am  inclined  to  think  that  there  would  be  more  confusion.  Be¬ 
cause  here  the  White  House  would  not  have  direct  knowledge  of  all 
of  the  conditions  affecting  the  REA  proposal,  whatever  it  was.  They 
would  then  have  to  go  to  the  Secretary  of  Agriculture  anyway  and 
get  his  views,  or  someone  in  the  Department,  perhaps  the  same  one 
that  this  responsibility  is  now  delegated  to  within  the  Department. 

Then  there  would  have  to  be  reports  coming  back  to  the  White 
House,  and  then  the  White  House  in  turn  would  get  a  hold  of  the 
REA  Administrator  and  give  their  viewpoint  on  the  matter.  The 
REA  Administrator,  being  an  appointee  of  the  President,  is  certainly 
going  to  listen  to  the  White  House  to  a  certain  extent.  I  don’t  say 
he  would  take  it  totally,  but  he  is  certainly  going  to  listen,  so  I  can’t 
see  how  it  would  do  anything  but  add  to  the  confusion  of  government, 
rather  than  to  simplify  it. 

I  can’t  see  how  it  would  be  possible  to  think  that  the  REA  would 
be  any  better  off  or  the  Administrator  would  be  more  independent 
than  he  would  under  the  present  situation. 

Mrs.  Pfost.  Well,  I  certainly  think  if  you  have  an  Administ  rator 
who  is  big  enough  to  have  the  appointment  he  should  be  big  enough 
to  evaluate  the  contingencies  upon  these  requests  for  loans  and  make 
a  determination  as  to  whether  or  not  the  loan  should  be  granted.  In 
my  opinion  it  could  expediate  many  of  these  loans  by  resolving  them 
right  within  the  Administrator’s  own  realm. 

Mr.  Barry.  May  I  say  to  the  gentlewoman  that  general  business 
policy  with  respect  to  commercial  banks  throughout  the  Nation  is  for 
a  bank  to  receive  application  for  a  loan,  but  the  administrator  of  that 
loan  seldom  has  to  do  with  the  policy  of  granting  that  loan.  It  goes 
usually  before  a  loan  committee  and  a  loan  committee  would  then 
have  the  final  say  as  to  whether  that  loan  should  be  granted,  and  then 
it  is  given  back  to  the  administrator.  It  may  happen  at  the  present 
time  in  the  REA,  but  certainly  if  there  is  a  policy  committee  having 
to  do  with  the  affairs  of  our  Department  of  Agriculture,  I  could  con¬ 
ceive  under  the  proposal  now  being  presented  whereby  it  might  be 

gossible  for  the  loaning  officers  to  be  developing  in  one  area  where  the 
ecretary  of  Agriculture’s  policies  would  be  working  toward  some 
other  avenue  of  direction  toward  agricultural  affairs. 

It  is  like  not  knowing  what  your  left  hand  is  doing,  and  I  feel  if  the 
intent  here  is  to  strengthen  the  REA,  I  don’t  know  that  it  would. 
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because  you  would  be  getting  a  greater  power  than  the  man  you  have 
at  the  moment  that  the  REA  goes  to.  You  would  be  putting  the 
White  House  into  the  act,  with  all  of  the  power  that  the  White  House 
has. 

Mr.  Fascell.  Will  the  gentleman  yield  at  that  point? 

Mr.  Barry.  Yes. 

Mr.  Fascell.  This  thesis  is  predicated  upon  the  assumption  that 
the  President  would  have  the  overriding  authority  to  void  a  loan 
application. 

Mr.  Barry.  Not  to  void  it,  but  to  influence  it,  because  you  know,  as 
the  gentleman  from  Ohio  stated,  there  is  with  all  political  appointees 
a  certain  allegiance  to  the  person  who  appointed  them. 

Mr.  Fascell.  Will  the  gentleman  yield  further? 

Mr.  Barry.  Yes. 

Mr.  Fascell.  I  will  agree  that  you  can’t  take  politics  out  of  politics. 

Mr.  Barry.  We  are  in  accord. 

Chairman  Dawson.  Any  other  question  ? 

Thank  you  very  much,  Congresswoman.  The  gentlewoman  made  a 
very  interesting  witness. 

Mrs.  Pfost.  Thank  you,  Mr.  Chairman. 

Chairman  Dawson.  Mr.  Morris. 

STATEMENT  OF  HON.  TOBY  MORRIS,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  OKLAHOMA 

Mr.  Morris.  Mr.  Chairman  and  members  of  the  committee;  1  am 
most  appreciative  of  this  opportunity  to  express  my  deep  conviction 
that  positive  action  must  be  taken  without  delay  to  suppress  the  arbi¬ 
trary  violation  of  the  intent  of  Congress  on  the  part  of  the  Secretary 
of  Agriculture  who  has  usurped  the  authority  of  the  Administrator 
of  the  Rural  Electrification  Administration. 

H.R.  1321,  and  other  similar  bills  now  under  consideration,  as  I 
understand  it,  clearly  returns  the  power  to  approve  loans  to  the  REA 
Administrator  with  whom  it  was  always  intended  to  be  reposed  both 
by  direct  legislation  in  the  initial  REA  bill  and  later  by  intent  when 
the  Reorganization  Act  of  1953  was  discussed  and  later  approved. 

It  is  quite  apparent  to  me  that  the  REA  program  is  slated  for 
death — by  strangulation  or  otherwise.  The  Rural  Electrification 
Administration  was  created  as  an  independent  agency  of  the  Govern¬ 
ment  by  the  Rural  Electrification  Act  of  1936  and  was  dually  spon¬ 
sored  by  Republican  George  Norris  and  Democrat  Sam  Rayburn. 
By  law  the  Administrator  was  to  be  nominated  by  the  President  for 
a  term  of  10  years  subject  to  confirmation  by  the  Senate.  The  very 
framework  of  the  original  act  reflects  nonpolitical  activity.  Yet  we 
have  today  the  Secretary  of  Agriculture,  clearly  a  political  figure, 
the  self-appointed  administrator. 

Mr.  Dave  Hamil,  the  “titular”  Administrator  of  the  REA.  is  a 
man  who  is  well  liked  and  respected  among  the  cooperatives  who 
once  dealt  directly  with  him.  He  is  regarded  as  a  fair  man  and  one 
well  qualified  to  evaluate  the  propriety  of  all  applications — regardless 
of  the  amount — but  he  is  only  “permitted”  to  pass  on  loans  under 
$500,000 — something  like  20  percent  of  the  volume  handled. 
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Any  of  16  to  18  million  direct  benefactors  in  America  today  is 
justifiably  alarmed  at  tlie  seriousness  of  this  situation.  Not  only  the 
rural  population  who  are  enjoying  a  “brighter”  world  but  also  the 
indirect  benefactors — refrigerator  manufacturers,  TV  repairmen,  the 
farm  implement  dealers,  automobile  and  truck  manufacturers,  and  a 
host  of  other  segments  of  our  society  and  economy  who  have  bene¬ 
fited  directly  and  indirectly  from  this  great  program.  If  the  farmer, 
and  especially  the  small  farmer,  is  forced  to  look  to  Wall  Street  for 
financing — and  he  will  be  if  this  malpractice  is  permitted  to  con¬ 
tinue —  he  might  as  well  bar  the  door  and  seek  a  new  occupation. 
This  is  just  another  contributing  factor  to  the  vast  movement  away 
from  the  farm  that  is  plaguing  our  experts  today. 

When  we  speak  of  Russia’s  accomplishments  in  the  scientific  and 
military  field,  all  America  is  alert  but  is  it  not  just  as  important  to 
us  to  maintain  the  pace  in  hydroelectric  potential?  Surely  Russia 
is  not  overlooking  this  vital  artery  in  her  quest  to  lead  the  world.. 
The  first  step,  in  my  judgment,  is  to  return  to  the  Administrator  the 
power  Congress  originally  intended  him  to  have  and  to  divorce  poli¬ 
tics  from  this  vitally  important  program. 

Now,  may  I  just  conclude  by  saying  that  I  was  very  interested  in 
this  question  that  was  raised  by  a  former  witness  here  as  to  the  consti¬ 
tutionality  of  this  bill,  or  these  bills.  Of  course,  I  realize  when  any 
question  like  that  is  raised,  that  it  requires  examination  and  consid¬ 
eration,  and  I  feel  sure  that  the  gentleman  was  in  good  faith.  I 
don’t  attack  his  good  faith  at  all,  and  he  could  be  right,  but  I  think 
that  he  was  definitely  wrong.  And  while  he  was  testifying,  I  happen 
to  have  a  copy  of  the  Constitution  with  me,  which  I  carry  with  me  in 
my  pocket  at  all  times  and  read  it  when  I  can.  I  certainly  don’t 
claim  to  be  any  great  constitutional  authority.  I  have  been  a  member 
of  the  bar  since  I  was  21  years  of  age,  engaged  in  the  practice  of  law, 
am  a  former  district  judge,  and  naturally  have  had  some  experience 
in  the  field  of  law,  but  I  certainly  don’t  claim  to  know  all  of  the 
answers. 

But  I  call  your  attention  to  article  1,  section  8,  which  is  the  section 
that  sets  out  specifically  most  of  the  powers  of  Congress,  or  a  great 
many  of  them,  at  least.  It  says,  among  other  things — I  will  go  over 
it  hurriedly — that  Congress  has  the  power  to  borrow  money  on  the 
credit  of  the  United  States,  to  regulate  commerce,  to  establish  post 
roads,  to  raise  and  support  armies,  to  maintain  a  navy,  and  so  on  and 
so  on  and  so  on.  The  last  paragraph  of  that  section  8  makes  this 
provision : 

To  make  all  laws  which  shall  be  necessary  and  proper  for  carrying  into  execu¬ 
tion  the  foregoing  powers  and  all  other  powers  vested  by  this  Constitution  in 
the  Government  of  the  United  States,  or  any  department  or  officer  thereof. 

.  So  it  seems  to  me  very  clear  that  the  Congress — which,  of  course, 
is  the  lawmaking  body  of  our  Government — would  have  the  right  to 
make  such  law  as  it  desired  to  make  in  regard  to  this  particular 
matter,  and  we  do  know  that  the  Constitution  and  any  law  made  in 
pursuance  to  the  Constitution  is  the  supreme  law  of  our  land,  and  it 
would  seem  to  me  that  Congress  would  clearly,  under  that  provision 
and  the  general  provisions  of  the  Constitution,  have  the  right,  if  they 
saw  fit  to  do  so,  of  course,  to  put  this  power  in  the  Administrator. 

Chairman  Dawson.  Mr.  Fascell. 
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Mr.  Fascell,  I  have  no  questions,  Mr.  Chairman. 

Chairman  Dawson.  Mr.  Brown. 

Mr.  Brown.  I  would  just  like  to  comment  that  I  recognize  the 
gentleman’s  ability  in  connectioin  with  interpreting  the  Constitution. 
The  only  difficulty  we  have  encountered  in  recent  years  is  that  some¬ 
times  the  Supreme  Court  doesn’t  agree  with  the  Congress  as  to  what 
the  Constitution  means,  or  whether  what  we  do  is  according  to  the 
Constiution  or  not.  I  know  the  gentleman  is  just  as  critical  of  that 
situation  as  I  am,  so  maybe,  in  the  end,  the  courts  may  have  to  decide 
how  much  power  we  have  in  this  matter. 

But  I  want  to  go  back  to  one  other  thing,  and  ask  a  question,  be¬ 
cause  I  have  known  you  very  long  and  very  well,  and  I  am  sure  you 
did  not  mean  to  make  a  misstatement,  but  I  think  you  did.  You  say 
that  the  Administrator,  who  you  will  agree,  is  a  very  high-grade 
gentleman,  well  qualified,  and  so  forth  and  so  on,  is  only  permitted 
to  pass  on  loans  under  $500,000,  something  like  20  percent  of  the 
volume. 

Now,  isn’t  it  a  fact  that  he  passes  on  all  loans  and  it  is  only  loans 
over  $500,000  that  are  reviewed  by  the  Secretary  of  Agriculture? 

Mr.  Morris.  Well,  I  am  glad  you  raised  that  question.  I  certainly 
wouldn’t  ever  knowingly  make  a  misstatement,  and  if  I  have  I  want  to 
be  corrected,  but  I  don’t  believe  I  have,  and  I  want  to  say  to  the  gentle¬ 
man  that  my  regard  for  him  is  almost  unbounded,  even  though  we 
might  not  agree  on  some  particular  things.  I  certainly  have  the 
highest  regard  for  the  gentleman,  for  his  integrity,  for  his  ability, 
and  for  his  general  conduct  as  a  Member  of  this  great  body  of  Con¬ 
gress,  and  if  I  did  I  stand  corrected,  but  I  think  that  I  did  not  make 
an  incorrect  statement. 

As  I  understand  it,  he  has  issued  a  directive,  the  Secretary  of 
Agriculture,  that  from  here  on  out,  any  loan  over  $500,000  must  be 
inspected  by  him.  That  is  permitting  the  xldministrator  to  only 
make  those  loans  of  less  than  $500,000. 

Mr.  Brown.  Yes,  but  isn’t  it  a  fact  that  the  Administrator  first 
passes  on  all  loans  ?  In  other  words,  if  there  is  a  loan  for  $5  million, 
the  Administrator  could  turn  that  down.  It  is  only  the  loans  that 
he  recommends  above  $500,000  that  are  subject  to  any  type  of  re¬ 
view  ;  is  that  correct  ? 

Mr.  Morris.  That  could  be.  I  haven’t  read  the  actual  directive. 
That  could  be. 

Mr.  Brown.  Now,  I  want  to  ask  you  just  one  other  question.  We 
took  a  great  deal  of  testimony,  as  you  are  aware,  last  year.  Do  you 
know  of  any  case  where  the  recommendation,  or  a  loan  suggested,  by 
the  Administrator,  whether  it  was  below  $500,000  or  above  $500,000, 
was  ever  vetoed  or  rejected  by  the  Secretary  of  Agriculture  ? 

Mr.  Morris.  No,  sir,  I  do  not,  and  I  heard  the  other  witness,  one 
of  the  witnesses  who  testified,  say  that  he  would  assemble  that  infor¬ 
mation.  And  that  is  not  the  point  that  I  make.  I  don’t  know  that  he 
actually  has.  The  point  is  that  the  threat  is  there. 

Mr.  Brown.  I  am  asking  you  a  direct  question  whether  you  know 
of  any. 

Mr.  Morris.  No,  sir,  I  do  not. 

Mr.  Brown.  Now,  you  say  Mr.  ITamil — and  I  agree  with  you — I 
don’t  know  the  man  except  I  have  seen  him  before  the  committee 
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her© — that  Mr.  Hamil  is  a  very  high-grade  gentleman,  and  all  of 
that.  I  think  if  you  check  the  record,  he  has  testified,  or  did  last 
summer,  that  there  has  never  been  any  rejection  of  any  loan,  that  he 
has  recommended,  by  the  Secretary  of  Agriculture  or  anyone  else, 
and  if  I  am  incorrect  in  that  statement  then  I  apologize,  but  that  is 
the  best  of  my  memory. 

Mr.  Morris.  You  may  be  correct,  and  I  know  the  gentleman  would 
not  want  to  cut  me  off  from  a  full  explanation  of  my  point  there,  and 
you  probably  are  correct,  Mr.  Brown. 

But  the  point  I  make  is  this :  The  threat  is  there,  and  frankly,  may 
I  make  this  statement,  and  I  have  made  it  to  many  people :  It  is  my 
understanding  that  the  Secretary  of  Agriculture,  Mr.  Benson,  is  a 
splendid  Christian  gentleman,  and  in  my  own  district  I  may  have 
suffered  some  politically  from  more  or  less  taking  up  for  him,  po¬ 
litically,  on  occasion,  on  the  theory  of  his  being  a  good  man  and  a 
man  of  good  purpose.  But  I  will  say  to  you  that  his  philosophy  in 
running  the  Agriculture  Department,  in  my  judgment,  is  not  good, 
and  I  think  it  has  hurt  us,  and  it  is  right  in  line  with  what  I  am  say¬ 
ing  here,  and  I  think  his  philosophy  is — notwithstanding  his  being 
a  good  man — I  think  his  philosophy  is  to  gradually  whittle  away  this 
REA  and  destroy  it. 

Mr.  Brown.  Of  course.,  it  is  hard  to  open  anybody’s  mind,  and  de¬ 
termine  what  he  may  think,  but  up  to  date,  regardless  of  what  his 
philosophy  may  be  on  other  matters,  there  is  no  evidence,  to  my 
knowledge,  before  this  committee,  that  any  philosophy  he  may  have, 
has,  in  any  way,  affected  any  of  the  loans  recommended  by  the  Ad¬ 
ministrator  of  REA. 

Mr.  Morris.  That  could  well  be  tme,  I  don’t  know,  Mr.  Chairman. 

Mr.  Smith.  My  only  question,  Mr.  Chairman,  is :  Is  a  copy  of  this 
directive  available? 

Mr.  Morris.  I  think  that  should  be  obtained,  that  it  should  be,  to 
clear  that  up.  I  don’t  know  whether  it  is  available  or  not. 

Chairman  Dawson.  We  will  ask  one  of  the  other  witnesses  for  that. 
We  will  obtain  one  if  it  is. 

Any  questions,  Mr.  Barry  ? 

Mr.  Barry.  I  don’t  have  a  question,  but  it  seems  more  and  more  as 
this  hearing  progresses  to  be  one  of  what  the  Department  of  Agri¬ 
culture — and  particularly  the  Secretary — could  do,  and  I  just  take  my 
text  from  the  great  Democrat  who  said  there  is  nothing  to  fear  but 
fear  itself,  and  I  see  nothing  here  on  the  record.  I  am  only  a  fresh¬ 
man  here,  but  I  don’t  understand  taking  the  time  of  so  many  people 
on  a  matter  of  this  kind  on  something  that  there  is  no  actual  case  that 
has  been  brought  here  of  an  abuse  of  power. 

I  understand  that  it  is  our  function  to  inquire  from  time  to  time  into 
departments,  but  unless  there  is  something  concrete  brought  in,  I  fail 
to  understand  the  reason. 

Mr.  Morris.  Mr.  Chairman,  I  don’t  want  to  belabor  this,  but  may 
I  answer  him  on  this,  or  may  I  make  this  suggestion  to  the  gentleman  : 

Certainly  I  know  you  want  to  move  on,  and  I  don’t  want  to  spend 
any  large  amount  of  time  here  with  you,  and  I  certainly  want  to  tell 
you  how  grateful  I  am  for  your  letting  me  appear,  Mr.  Chairman  and 
members  of  the  committee,  but  I  always  want  to  be  be— and  I  think 
I  am  honest  and  frank  with  everybody,  and  I  think  this  legislation 


MODIFYING  REORGANIZATIONS  PLANS 


27 


definitely  is  superinduced  and  brought  about  largely  by  reason  of  the 
present  Secretary  of  Agriculture.  I  will  admit  that  because  the 
people  in  this  group  feel  that  he  is  unfriendly  toward  them  to  some 
extent.  But  getting  on  to  the  point  that  you  can’t  remove  politics 
from  politics,  if  I  am  not  mistaken,  this  Administrator  is  appointed 
for  10  years,  and  the  long  tenure  to  some  extent  relieves  a  person  of 
pressure.  It  is  like  the  members  of  the  Supreme  Court  and  other 
members  who  might  be  appointed  for  life,  the  judiciary,  we  know 
that  is  the  reason  for  their  being  appointed  for  life,  to  remove  that 
pressure. 

Under  the  present  Constitution,  a  man  who  is  in  for  10  years  would 
be  in  for  at  least  the  past  two  administrations.  So  I  think  it  does 
tend  to  relieve  the  pressure. 

Chairman  Dawson.  Thank  you  very  much. 

Mr.  Kenneth  Scott. 

STATEMENT  0E  KENNETH  L.  SCOTT,  DIRECTOR  OF  AGRICULTURAL 

CREDIT  SERVICES,  DEPARTMENT  OF  AGRICULTURE;  ACCOM¬ 
PANIED  BY  DAVID  A.  HAMIL,  ADMINISTRATOR,  RURAL  ELECTRI¬ 
FICATION  ADMINISTRATION 

Mr.  Scott.  Mr.  Chairman,  may  I  invite  Mr.  Hamil,  the  Administra¬ 
tor,  to  join  me  ? 

Chairman  Dawson.  Yes. 

Mr.  Scott.  Thank  you,  Mr.  Chairman,  members  of  the  committee. 

Secretary  Benson  has  asked  me  to  present  to  you  the  Department  of 
Agriculture’s  views  on  the  four  bills  under  consideration  today.  You 
will  recall  that  I  presented  the  Secretary’s  statement  on  a  similar 
measure  to  your  committee  last  June.  We  opposed  that  proposal  to 
make  Reorganization  Plan  No.  2  of  1953  inapplicable  to  the  REA  as 
we  do  the  pending  bills.  The  Department  recommends  that  H.R. 
1321,  3029,  3192  and  4662  not  be  enacted. 

We  have  had  ample  time  for  reflection  and  examination  of  all 
aspects  of  the  proposal  in  the  9  months  which  have  elapsed  since  our 
last  appearance  here.  It  still  is  our  considered  judgment  that  enact¬ 
ment  would  not  be  in  the  best  interests  of  the  REA  program  and 
would  be  contrary  to  well-established  and  accepted  principles  of 
sound,  effective  Governnment  organization  and  administration. 

The  Department  is  fully  aware  and  very  proud  of  REA’s  record 
of  accomplishment  and  success,  and  of  the  unanimity  of  support 
and  praise  it  has  received  from  farmers  and  rural  people,  from  farm 
organizations,  and  from  legislators  on  both  sides  of  the  aisle  here 
in  Washington  and  in  State  capitals  across  the  land.  The  Department 
has  played  its  part  in  making  that  record.  It  regards  very  highly 
its  20  years  of  participation  in  these  programs  and  looks  forward  to 
continuing  its  contribution  in  meeting  the  challenge  of  the  future. 

The  Department  has  given  you  in  writing  its  reasons  for  taking 
the  position  that  these  bills  not  be  enacted.  The  reasons  against 
making  Reorganization  Plan  No.  2  inapplicable  to  REA  are  the 
same  as  those  we  presented  last  year.  We  still  believe  that  it  is 
important  to  centralize  in  the  Secretary  responsibility  for  effective 
administration  of  all  programs  within  the  Department,  and  to  make 
explicit  and  uniform  the  authority  for  carrying  out  his  responsibilities. 

38562—5,9 - 3 
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The  coordination  of  responsibility  and  authority  is  in  line  with  the 
sound  congressional  policy  of  vesting  functions  directly  in  the  Depart¬ 
ment  heads  so  that  they  can  be  held  accountable  for  the  performance 
of  their  agencies. 

We  testified  last  year  that  while  the  language  of  the  1953  plan  is 
broad  enough  to  transfer  functions  from  the  REA  Administrator 
to  the  Secretary,  all  such  functions  had  in  fact  been  transferred  by 
Reorganization  Plan  No.  II  of  1939.  That  plan  changed  the  status 
of  REA  from  an  independent  agency  to  an  agency  of  the  Department 
of  Agriculture.  It  provided  that  REA  be  administered  in  the  Depart¬ 
ment  of  Agriculture  “under  the  general  direction  and  supervision 
of  the  Secretary  of  Agriculture.”  That  point  was  developed  in  some 
detail  in  a  letter  dated  August  30,  1957,  addressed  to  Chairman 
Humphrey  of  the  Subcommittee  on  Reorganization  of  the  Senate 
Committee  on  Government  Operations.  It  is  found  on  pages  162-165 
of  the  printed  hearings  on  H.R.  11762,  85th  Congress. 

Something  new  has  been  added  to  the  proposals  pending  before 
this  committee  which  did  not  appear  in  H.R.  11762.  It  is  now 
proposed,  and  I  quote : 

*  *  *  notwithstanding  the  provision  of  section  5  of  Reorganization  Plan  Num¬ 
bered  2  of  1939,  or  the  provisions  of  any  other  law,  any  action  of  the  Adminis¬ 
trator  of  the  Rural  Electrification  Administration  with  respect  to  the  approval 
or  denial  of  loans  authorized  to  be  made  under  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended,  shall  be  the  sole  responsibility  of  the 
Administrator. 

One  of  the  bills,  H.R.  3092,  would  make  any  action  of  the  Admin¬ 
istrator  his  sole  responsibility. 

It  is  difficult  to  reconcile  this  provision  with  the  objectives  under¬ 
lying  the  1939  reorganization  plan.  As  we  point  out  in  the  Depart¬ 
ment’s  report,  the  basic  reason  for  that  plan  was  to  improve  the 
administrative  management  of  the  executive  branch  by  a  more  logical 
grouping  of  existing  units  and  functions  and  by  a  further  reduction  in 
the  number  of  independent  units.  President  Roosevelt  stated  in  trans¬ 
mitting  the  plan  that  the  work  of  REA  in  its  educational  as  well 
as  its  lending  functions  is  clearly  a  part  of  the  rural-life  activities 
of  the  country  and  should  therefore  be  administered  in  coordination 
with  the  agricultural  activities  of  the  Government, 

The  approval  or  denial  of  loans  is  a  most  essential  function  of  the 
REA  Administrator.  If  it  is  intended  by  the  language  of  this  provi¬ 
sion  that  the  bare  act  of  affixing,  or  refusing  to  affix,  his  signature 
to  a  loan  is  the  sole  responsibility  of  the  administrator,  it  is  meaning¬ 
less.  If  what  is  intended  to  be  covered  is  the  act  of  decision  on  a 
loan,  both  Administrator  Hamil  and  I  have  already  assured  this 
committee  that  it  is  the  Administrator  who  makes  these  decisions. 

On  the  other  hand,  if  this  phrase  means  that  all  decisions  as  to  the 
policies,  procedures,  and  personnel  which  are  the  vital,  indispensable 
ingredients  of  the  loan  process  are  to  be  made  solely  by  the  Admin¬ 
istrator,  then  the  effect  of  enactment  of  these  proposal’s  would  be  to 
remove  REA  substantially  in  its  entirety  from  the  general  supervi¬ 
sion  and  direction  of  the  Secretary.  This  would  indeed  strike  down 
Reorganization  Plan  No.  2  and  destrov  its  objectives  insofar  as  thev 
pertain  to  REA. 

Fiankly,  T  think  this  language  is  ambiguous.  Perhaps  these  hear¬ 
ings  will  clarify  its  intent. 
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It.  lias  been  charged  that  the  Secretary’s  request,  made  in  June  1957 
to  Administrator  Hamil,  that  he  refers  certain  loans  to  me  for  infor¬ 
mation  and  possible  discussion  was  a  breach  of  faith  because  the 
Secretary  had  not  given  public  notice  of  this  “major  change”  in  ac¬ 
cordance  with  his  assurance  to  congressional  committees.  This  re¬ 
ferral  procedure  was  not  a  major  change  in  REA  organization  or 
policies.  No  powers  or  functions  were  transferred  from  REA.  Tlier 
Administrator’s  authority  for  final  approval  of  loans  was  and  is  not 
curtailed.  Both  Administrator  Hamil  and  I  testified  that  not  a  single 
loan  had  been  withheld  or  unduly  delayed  because  of  their  having 
been  referred  to  me.  This  is  as  true  today  as  it  was  last  J une. 

I  wish  to  inform  the  committee  that  we  revised  our  informal  ar¬ 
rangement  just  recently  so  that  only  applications  for  generation  and 
transmission  loans  in  excess  of  $1  million,  rather  than  all  electric 
applications  exceeding  half-million  dollars,  and  new  telephone  appli¬ 
cations  are  now  being  referred  to  me.  I  repeat,  none  has  been  vetoed 
or  delayed  by  me. 

There  has  been  talk  of  a  master  plan  to  destroy  REA.  We  em¬ 
phatically  deny  that  this  administration  has  any  plan  or  intention  to 
in  any  way  harm  REA.  The  Department  is  alleged  to  have,  partici¬ 
pated  in  such  a  plan  by  its  submission  to  the.  last  Congress  of  legisla¬ 
tion  affecting  REA.  This  administration  has  consistently  supported 
the  REA  programs.  We  are  proud  of  that  fact  that  REA  and  its 
borrowers  are  in  the  best  condition  of  their  quarter  century  of  ex¬ 
istence.  Administrator  Hamil  is  here  and  will  furnish  the  pertinent 
facts  as  to  current  condition. 

To  carry  out  the  recommendations  of  the  President  in  his  budget 
message  for  1960,  the  Department  is  in  the  process  of  preparing  for 
submission  to  the  Congress,  legislation  which  would  adjust  the  inter¬ 
est  rate  to  reflect  the  cost  of  money  to  the  Treasury  and  also  to  broaden 
the  sources  of  capital  for  the  borrowers.  This  would  replace  on  future 
loans  the  fixed  rate  of  2  percent  established  15  years  ago  when  finan¬ 
cial  conditions  and  the  state  of  progress  of  the  REA  programs  were 
quite  different  from  what  they  are  today.  There  would  be  no  change 
in  the  interest  rate  on  loans  totaling  nearly  $4  billion  which  have  been 
approved. 

The  REA  systems  have  progressed  to  the  extent  that  they  are  now 
able  to  start  using  some  private  loan  funds  along  with  Federal  funds. 
This  proposal  is  in  keeping  with  the  traditional  pattern  of  the  Fed¬ 
eral  (government  in  encouraging  businesses  to  go  forward  with  less 
dependence  on  Government  resources  after  they  have  become  well  es¬ 
tablished.  The  transition  from  complete  Federal  financing  to  private 
financing  can  be  made  in  an  orderly  and  gradual  manner.  We  believe 
this  can  be  accomplished  in  a  way  that  will  not  work  a  hardship  on 
any  rural  system  or  its  consumers. 

Recently  the  President  again  stated  the  administration  policy  when 
he  expressed  the  sincere  desire  to  see  the  REA-financed  systems  be¬ 
come  even  stronger  and  more  self-sufficient. 

REA  and  REA  systems  have  changed  a  great  deal  since  1944,  when 
the  present  financing  pattern  was  established.  Rural  industrial  and 
non-farm-residential  consumers  now  account,  for  more  than  half  of 
tHe  total  powerload  on  these  systems  and  their  proportion  of  total 
sales  is  expected  to  increase.  The  nonfarm  loads  in  the  future  will 
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account  for  a  large  part  of  the  loan  requirements  for  increased 

Ca About  75  percent  of  the  more  than  100,000  new  consumers  being 
added  annually  are  nonfarm  consumers.  These  nonfarm  consumers 
are  just  as  eligible  under  the  act  as  farm  families.  The  large  per¬ 
centage  of  increase  in  nonfarm  consumers  and  the  heavy  investment 
in  plant  and  facilities  to  serve  their  needs  is  the  result  of  rapid  growth 
and  development  that  is  occurring  in  many  rural  areas  throughout 

the  country.  ,  ,  ,  .  ,  , 

The  service  streets  of  ninny  of  these  rural  electric  systems  have 
changed  from  a  farming  area  with  only  small  communities  to  an 
extensively  developed  and  rapidly  growing  area.  During  this  period 
of  about  25  years  the  basic  loan  authority  in  the  Rural  Electrification 
Act  has  remained  substantially  the  same.  The  act  authorizes  the  ad¬ 
vancement  of  loan  funds  to  serve  any  rural  consumer  who  is  not 
receiving  central  station  service. 

In  addition  to  providing  for  the  increased  power  requirements  of 
existing  consumers,  REA  loans  commonly  provide  funds  to  extend 
service  to  new  housing  subdivisions,  or  new  industrial  plants  of  var¬ 
ious  sizes,  to  recreational  and  resort  facilities,  or  street  lights  for  small 
communities.  Occasionally  the  purpose  of  the  loan  will  be  to  extend 
lines  to  a  new  oil  and  gas  field  or  to  a  large  mining,  lumber,  or  other 
industrial  plant  in  a  remote  area. 

Sometimes  these  profitable  payloads  make  it  possible  for  the  first 
time  to  extend  service  to  isolated  farm  and  ranch  families.  Generally, 
this  expansion  in  profitable  nonfarm  loads  is  contributing  substan¬ 
tially  to  the  growth  in  system  net  worth. 

These  rural  systems  have  made  tremendous  growth  since  the  REA 
program  was  started  25  years  ago.  These  systems  have  a  very  favor¬ 
able  outlook  for  continued  growth  and  development.  We  think  it 
would  be  in  their  best  interest  to  start  making  long-range  plans  to 
adequately  meet  their  future  requirements.  We  stand  ready  to  join 
with  representatives  of  these  systems  in  developing  such  long-range 
plans — carefully  tailored  to  their  particular  needs. 

We  repeat  what  we  stated  here  last  year.  Estimates  of  capital  funds 
needed  to  meet  the  growing  demands  for  electric  power  in  rural  areas 
indicate  that  dollar  requirements  during  the  next  generation  will  ex¬ 
ceed  the  $3.8  billion  already  loaned  by  the  Federal  Government 
through  REA  during  its  first  24  years  of  operation.  The  magnitude 
of  these  capital  requirements  and  the  urgency  of  other  demands  upon 
the  Federal  Treasury  emphasize  the  need  to  find  an  adequate  source 
of  funds  other  than  primary  dependence  on  the  Federal  Treasury. 
We  shall  continue  to  explore  and  to  study  all  possibilities  and  recom¬ 
mend  those  to  the  Congress  which  we  consider  feasible  and  consistent 
with  the  objectives  of  the  Rural  Electrification  Act. 

We  would  be  derelict  in  our  duty  to  the  public  as  well  as  to  these 
fine  rural  electrification  and  telephone  enterprises,  if  we  not  con¬ 
tinuously  bend  our  thoughts  and  our  energies  to  this  end. 

Returning  to  the  specific  proposals  under  consideration  by  your 
committee,  I  shall  close  by  reiterating  our  firm  conviction  that  the 
basic  considerations  under  the  reorganization  plans  of  1939  and  1953, 
insofar  as  they  relate  to  REA,  are  applicable  today  as  they  were  at  the 
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times  of  their  adoption.  Enactment  of  the  pending  proposals  would 
do  violence  to  the  intent  and  objectives  of  both  these  plans. 

Mr.  Chairman  and  members  of  the  committee,  I  would  be  glad  to 
respond  to  questions.  Mr.  Hamil  has  a  short  statement  if  you  would 
care  to  defer  questions  until  after  he  has  given  his. 

Chairman  Dawson.  We  wrill  wait  until  he  has  made  his  statement. 

Mr.  Hamil.  Mr.  Chairman  and  committee  members,  I  am  pleased 
to  be  here  at  your  invitation  to  present  my  views  on  the  pending  leg¬ 
islation.  I  appeared  before  this  committee  last  June,  presented  a 
prepared  statement  on  a  proposal  very  similar  to  the  pending  bills, 
and  talked  with  you  at  length.  My  answers  were  frank  and  they 
were  my  own.  If  I  were  asked  the  same  questions  today,  my  answers 
would  be  the  same. 

I  am  ready  to  answer  for  any  aspect  of  the  administration  of  the 
EEA  programs.  I  have  administered  them  without  interference  from 
any  quarter.  I  exercise  full  responsibility. 

I  offer  at  this  point  in  the  record  some  program  statistics  very 
similar  to  those  I  submitted  last  year.  These  have  been  brought  up 
to  date.  If  you  have  any  questions  relating  to  them,  I  am  at  your 
service. 

(The  statistics  referred  to  are  as  follows :) 

Table  1.- — Purpose  of  electric  loans 


Calendar  year 

Distribu¬ 
tion  (ex¬ 
cludes 
system 
improve¬ 
ments) 

System 

improve¬ 

ments 

Total  dis¬ 
tribution 

Genera¬ 

tion 

Transmis¬ 

sion 

Consumer 

facilities 

Gross  loans 
made 

1953  _ 

(i) 

0) 

$119, 003, 843 

$3, 124, 295 

$20,  773, 461 

$1,748,262 

$144, 649, 861 
171, 484, 930 
180, 096, 000 
220,  522,  414 
296, 475,  769 
213, 802, 000 

1954  _ 

$90, 180, 885 
91,379,969 

$38, 438, 890 

128, 619,  775 

25,  345,  792 

14, 656,  363 

2, 863, 000 

1955  _ _ 

36,  564, 841 

127, 944, 810 

23, 504, 850 

24, 066, 340 

4,  580, 000 

1956  _ 

80,  854,  344 

58,  742,  537 

139,  596, 881 

43,  528,  608 

32,631,925 

4,  765, 000 

1957  _ 

88,  516,  577 

82, 874,  804 

171,391,381 

70,  718, 143 

49, 796, 245 

4,  570,  000 

1958 _ 

66, 251, 817 

51, 063, 106 

117, 314, 923 

51, 526,  726 

40,  780, 351 

4, 180, 000 

Total,  1953-58.-- 

« 

0) 

803,  871, 613 

217,  748, 414 

182, 704, 685 

22,  706, 262 

1, 227, 030, 974 

Total,  1935-58 

(>) 

0) 

2, 938, 385, 204 

435, 489, 290 

433, 053, 188 

39,  692, 933 

3, 846, 620, 615 

i  Not  separately  reported, 
s  Net  cumulative. 


Table  2. — Loans  for  generation  and  transmission 


Calendar  year 

Number 

generation 

loans 

Amount  of 
generation 
loans 

Number  of 
transmission 
loans 

Amount  of 
transmission 
loans 

G.  and  T.  as 
percent  of 
total  loans 
during  year 

1Q53  _ 

13 

$3, 124,  295 

67 

$20, 773, 461 

16.5 

1954  _ 

16 

25,  345,  792 

57 

14, 656, 363 

23.3 

1Q55  __  _ 

13 

23,  504,  850 

76 

24, 066, 340 

26.  4 

1056 

13 

43,  528,  608 

77 

32, 631,  925 

34.  5 

1Q*7 

23 

70, 718, 143 

101 

49, 796,  245 

40.  6 

1958 . . . . . 

16 

51,  526, 726 

87 

40, 780, 351 

43.2 

Total,  1953-58 . . — 

94 

217, 748, 414 

465 

182, 704, 685 

32.6 
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Table  3. — Funds  advanced  to  electric  borrowers 

Calendar  year : 

1953  _ 

1954  _ 

1955  _ 

1956  _ 

1957  _ 

1958  _ 


Funds  advanced 
$202,  354,  558 
164,  216,  078 
153,  322,  400 
161,  425,  783 
212,  903,  424 
203,  341,  562 


Total,  1953-58. 


1,  097,  563,  805 


Total,  1935-58  (net  cumulative) 


3,  254,  776,  704 


Table  4. — Financial  condition  of  electric  borrowers  improves 


Calendar  year 

Net  worth  up 

Net  margins  up 

Total  net 
worth  (as  of 
Jan.  1) 

As  a  percent 
of  assets  (as 
of  Jan.  1) 

Annual  net 
margins 

As  a  percent 
of  operating 
revenues 

1953 _ 

$161,  341, 922 

7.7 

$30,  828, 814 

8.5 

1954. _ _ _ 

193, 103,  222 

8.4 

43,  965,  783 

10.8 

1955 _ 

235,  668, 151 

9.6 

58,  836,  250 

13.1 

1956 _ _ _ 

293,  424,  923 

11.2 

69, 389,  622 

14.1 

1957 _ _ _ 

365,  672,  752 

13.2 

68,  900,  391 

13.2 

1958 _ _ _ 

436,  921,  946 

14.9 

1  73,  400,  000 

‘  13.0 

1959  1 _ 

512,  000,  000 

16.4 

1  Estimated. 


Table  5. — Payments  by  electric  borrowers  to  Government  increase 


Calendar  year 

Interest 

Principal 

Increase  in 
payments 
ahead  of 
schedule 

Total  pay¬ 
ments 

Number  of 
delinquent 
borrowers 
(as  of  Jan.  1) 

Amount  of 
payments 
in  arrears 
(as  of  Jan.  1) 

1953 _ 

$22, 945, 825 

$42,  742, 293 

$10, 025, 059 

$75,  713, 177 

45 

$718,  399 

1954 . . 

29,  114,  872 

52,  591,  566 

16, 151,436 

97, 857, 874 

25 

355,  592 

1955 _ 

34,  695,  030 

63,  702, 170 

12,  584,  488 

110,  981,  688 

13 

307, 340 

1956 _ 

38,  460,  250 

71,  255,  819 

11,  409,  325 

121, 133,  394 

15 

417, 183 

1957 _ 

40,  772,  282 

74,  259,  131 

14,  842, 106 

129, 873,  519 

8 

233;  873 

1958.. . . . 

43,  628,  506 

79,  633,  730 

21,489,249 

144,751, 485 

6 

123, 207 

1959 _ 

6 

137,  553 

Cumulative  as  of  Dec.  31, 1958 : 

Total  interest  due  and  paid _ _ _ $350, 163,  823.  30 

Total  principal  due  and  paid _  586,  441,  630.  29 

Total  advanced  payments _  138,  972,  625. 49 

Total  principal  overdue  more  than  30  days _  104,  217.  04 

Total  interest  overdue  more  than  30  days _  33,  335. 79 


Table  6. — Number  of  electric  consumers  and  miles  of  line  continue  to  grow 


As  of  Jan.  1 

Consumers 

served 

Miles  of  line 
energized 

1953 _ _ _  . 

3, 858, 396 
4, 024,  826 
4, 174, 346 
4,  251,250 
4, 361,896 
4,  466,  444 
4,  590, 000 

1,  244,  645 
1, 297, 264 
1, 332, 937 
1, 361, 605 
1,382,737 
1,  405, 327 
1, 426, 000 

1954 _ _ 

1955 _ 

1956 _ _ 

1957 _ _ _ 

1958 _ 

1959  (estimated) .  ... 
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Average  consumption  of  power  per  consumer  climbs 
[Kilowatt-hours] 


Calendar  year 

Annual 

usage 

Monthly- 

usage 

3, 000 

250 

3, 360 

280 

3, 672 

306 

4,020 

335 

4, 368 

364 

4,680 

390 

Table  7. — Sales  of  power  by  borrowers  climb 


Calendar  year 

Kilowatt-hours 

Revenues 

10, 127, 863, 000 

$321,407, 348 

11,804,174, 000 

362, 977, 101 

13,  829, 131, 000 

408, 144,  564 

15,  738,  772, 000 

449,  625,  847 

18, 197,  414,  000 

491,184,  729 

19, 676,  628, 000 

523,  783,  014 

21, 705, 000, 000 

563, 100, 000 

Table  8 


Calendar  year : 

1952  _ 

1953  _ 

1954  _ 

1955  _ 


Fiscal  year: 

1952  _ 

1953  _ 

1954  _ 

.  1955  _ 


Retail  price  of  power  down 


Price  per 
kilowatt-hour  ( all 
consumers)  (cents) 

_ 2.98 

_ 2.  92 

_ 2.  80 

_ 2.71 


Price  per 
kilowatt-hour  ( all 
Calendar  year — Con.  consumers )  (cents) 


1956  _ 2.  62 

1957  _ 2.  55 

1958  (estimated) - 2.47 


Wholesale  cost  of  power  down 


Cost  per 

kilowatt-hour  (all 
borrowers)  (cents) 

_ 0.79 

_  .  78 

_  .  76 

_  .  74 


Fiscal  year — Con. 

1956  _ 

1957  _ 

1958  _ 


Cost  per 

kilowatt-hour  (all 
borrowers )  (cents) 


.72 

.71 

.70 


Table  9 


Telephone  loans  made 


Calendar  year : 

Cross  loans 

Calendar  year — Con. 

Cross  loans 

1953  _ 

.$50,  112.  000 

1958 

102,  927,  000 

1954 

66,  346.  000 

1955 

66,  808,  000 

Total,  1953-58 

1956 

.  82.181.000 

(gross) - 

444,  829,  000 

1957  — 

76,  455,  000 

Total.  1940-58 

(net) 

_  526,540,415 

Funds  advanced  to  telephone 

borrowers’  increase 

Calendar  year: 

Funds  advanced 

Calendar  year — Con. 

Funds  advanced 

1953  — 

$25,  995,  638 

1958 

88,  888,  216 

1954  _ 

35,  402,  438 

— — - - 

1955 

_  46,  025,  668 

Total,  1953-58 

337,  697,  945 

1956 

63,  Oil,  184 

Total,  1949-58- 

355,  420,  530 

1957  _  _ 

78,374,801 
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Table  10. — Payments  by  telephone  borrowers  to  Government  increase 


Calendar  year 

Interest 

Principal 

Increase  in 
payments 
ahead  of 
schedule 

Total  pay¬ 
ments 

Number  of 
delinquent 
borrowers 
(as  of 
Jan.  1) 

Amount  of 
payments 
in  arrears 
(as  of 
Jan.  1) 

1953 . . . 

$83, 614 

$120, 627 

$5, 355 

$209,  596 

1 

$1, 873 

1954 _ 

384,  613 

1, 058,  705 

3, 112 

1,446,  430 

31 

174, 410 

1955 _ 

631,327 

684, 857 

144, 876 

1,461,060 

33 

436, 006 

1956 . . 

1,244,845 

1, 391,  971 

107, 112 

2,  743,  928 

23 

497, 697 

1957 . _ . . . . 

1,  935,  939 

2,  387,817 

254, 344 

4,  578, 100 

25 

534, 719 

1958 _ 

2,  849,  223 

3, 564, 507 

581,  825 

6, 995,  555 

17 

388, 186 

1959 _ 

16 

373, 403 

Cumulative  as  of  Dec.  31, 1958 : 

Total  principal  due  and  paid _ $9,  225,  970.  06 

Total  interest  due  and  paid _  7, 130,  521.  31 

Total  advance  payments - - -  1,  096,  624.  04 

Total  principal  overdue  more  than  30  days _  347,  639.  52 

Total  interest  overdue  more  than  30  days _  25,  763. 11 


Table  11. — More  rural  people  getting  better  telephone  service  each  year 


Calendar  year 

Subscribers  provided  for 
by  loans 

Route  miles 
of  line 

Initial 

service 

Improved 

service 

provided 
by  loans 

1953 _ 

35, 682 
fi4 

1954 _ 

1955 _ 

32, 903 
35, 173 

1956 _ 

69,  204 

119, 075 

1957 _ 

1958 _ 

37, 393 
194, 143 
257, 392 

Total  1953-58  (gross)  . 

375, 915 
495, 994 

Total  1949-58  (net).... 

Telephone  construction,  by  years 


Calendar  year 

Number  of 
exchanges 
cutover  to 
dial 

Number  of 
miles  of 
line  built 

1953 _ 

112 

121 

275 

301 

380 

435 

15. 196 
16,  996 
20, 442 
28,613 
41,  454 
37, 140 

Mr.  II  a  mil.  I  have  a  few  brief  observations  on  these  matters  which 
are  before  you. 

.  Secretary  Benson  has  made  no  change  in  the  organization,  authori¬ 
ties,  functions  or  policies  of  REA. 

Ihe  informal  procedure  whereby  proposed  supplemental  loans  in 
excess  of  one-half  million  dollars — now  $1  million — and  proposed 
loans  to  new  borrowers  are  discussed  with  Mr.  Kenneth  L.  Scott,  Direc¬ 
ts1'  of  Agricultural  Credit  Services,  has  not  resulted  in  the  rejection 
of  a  single  loan  or  in  any  appreciable  delay. 

.  In  not  a.  single  instance  has  Secretary  Benson  or  Director  Scott 
in/erfered  m  the  discharge  of  my  responsibilities  as  Administrator 
of  REA.  I  make  the  loans. 
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For  your  information,  Mr.  Chairman,  in  my  absence  from  the  office 
my  very  able  Deputy,  Ralph  J.  Foreman,  who  is  in  the  room  here,  is 
in  charge  of  REA.  On  those  occasions,  he  makes  the  loans.  If  he 
and  I  are  both  absent,  we  have  three  Assistant  Administrators  who 
act  in  that  capacity,  Roy  G.  Zook,  Robert  T.  Beall,  and  Norman 
McFarlin. 

I  also  have  in  the  room  Mr.  Charles  Samenow,  whose  title  in  REA 
is  legislative  consultant,  and  who  on  many  occasions  has  acted  as 
Administrator  and  made  loans. 

While  I  have  been  Administrator,  not  one  loan  application  which 
met  the  requirements  of  the  Rural  Electrification  Act  has  been  re¬ 
jected.  Not  one  of  my  loan  decisions  has  been  motivated  or  colored 
by  political  considerations. 

It  is  my  own  considered  opinion  that  REA  has  prospered  in  its 
20  years  in  the  Department  of  Agriculture.  It  is  doing  well  now. 
The  counsel  and  experience  of  Secretary  Benson  and  Director  Scott 
have  helped  me  in  discharging  my  duties.  I  see  no  need  or  reason 
for  change.  I  support  fully  the  position  of  the  Department. 

I  shall  be  glad  to  answer  any  questions. 

Chairman  Dawson.  Mr.  Fascell. 

Mr.  Fascell.  On  page  4,  Mr.  Scott,  you  make  the  statement  that 
the  Administrator's  authority  for  final  approval  of  loans  was  and  is 
not  curtailed.  Then  you  follow  that  up,  however,  by  saying  that 
you  have  an  informal  arrangement  whereby  loans  in  excess  of  $1 
million  are  reviewed  by  you. 

Mr.  Scott.  That  is  correct. 

Mr.  Fascell.  Isn’t  that  a  modification  of  the  Administrator’s 
authority  ? 

Mr.  Scott.  He  received  the  delegation  of  authority  from  the  Secre¬ 
tary  when  he  was  appointed  to  run  the  Rural  Electrification  Adminis¬ 
tration  under  the  act,  and  to  take  action  on  loans.  That  was  not  inter¬ 
fered  with  in  any  way.  I  have  no  authority  to  approve  or  deny  loans. 
That  authority  has  always  been  and  is  now  in  the  Administrator. 
I  review  some  of  them.  As  to  any  application  where  I  have  any 
points  that  I  think  might  well  be  brought  to  the  attention  of  the 
Administrator,  I  do  that.  Never  in  any  sense  have  I  indicated  that 
he  should  turn  it  down  or  approve  it. 

Mr.  Fascell.  If  this  informal  arrangement  is  not  a  modification  of 
the  authority  of  the  Administrator,  what  is  its  purpose? 

Mr.  Scott.  Well,  it  is  largely  to  keep  the  Secretary’s  office  informed, 
and  me  particularly,  so  that  I  can  bring  to  the  attention  of  the  Secre¬ 
tary  any  points  about  the  program  of  any  nature  that  I  think  would 
be  in  keeping  with  his  responsibilities. 

Mr.  Fascell.  If  the  Administrator  had  a  direct  delegation  of  au¬ 
thority  under  the  Reorganization  Act  from  the  Secretary  of  Agricul¬ 
ture,  why  wouldn’t  he  be  automatically  informed  as  to  everything  that 
is  going  on  in  this  Department  ? 

Mr.  Scott.  You  mean  the  Secretary  be  automatically  informed  ? 

Mr.  Fascell.  Yes.  Isn’t  the  REA  Administrator  a  part  of  the  De¬ 
partment  of  Agriculture  ? 

Mr.  Scott.  Oh,  yes,  indeed. 

Mr.  Fascell.  Then  why  would  you  have  to  have  an  informal  proce¬ 
dure  to  keep  the  Secretary  advised  ?  He  is  under  the  direct  supervi¬ 
sion  of  the  Secretary  of  Agriculture,  is  he  not  ? 
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Mr.  Scott.  That  is  right. 

Mr.  Fascell.  Then  this  informal  arrangement  is  evidentally  to  ac¬ 
complish  something  else. 

Mr.  Scott.  No  ;  it  is  not. 

Mr.  Fascell.  Then  I  still  don’t  understand  the  reason  for  the  in¬ 
formal  arrangement. 

Mr.  Scott.  The  pattern  of  operation  in  the  Department  of  Agri¬ 
culture  is  to  have  the  several  bureaus  or  agencies  under  the  supervision 
and  direction  of  a  staff  member,  the  under  secretary  and  the  assistant 
secretaries,  and  myself,  and  the  administrative  assistant,  Mr.  Roberts. 

Mr.  Fascell.  Now,  sir,  you  are  Director  of  Agricultural  Credit 
Services  ? 

Mr.  Scott.  That  is  right. 

Mr.  Fascell.  Under  ordinary  operation  in  the  chain  of  command 
wouldn’t  Mr.  Hamil’s  department  be  under  your  supervision  and 
direction  ? 

Mr.  Scott.  That  is  right. 

Mr.  Fascell.  Then  if  that  is  true,  why  the  necessity  of  expressing 
specifically  an  informal  arrangement  dealing  with  a  particular  amount 
of  loans?  You  have  jurisdiction  over  everything  he  does,  don’t  you? 

Mr.  Scott.  That  is  correct,  but  in  any  lending  operation  the  way 
to  keep  in  touch  with  the  loan  requirements  out  in  the  country,  and 
the  specific  needs  in  the  REA  systems,  to  find  out  what  their  require¬ 
ments  are,  what  their  progress  is,  and  their  estimates  of  future  growth, 
and  so  on,  you  get  that  best  from  review  of  the  loan  dockets. 

Mr.  Fascell.  I  will  agree  with  you,  Mr.  Scott,  but  couldn’t  you  do 
that  before  you  had  this  informal  loan  arrangement  ? 

Mr.  Scott.  Yes. 

Mr.  Fascell.  All  right,  then,,  what  are  you  doing  now  under  the 
informal  arrangement  that  you  weren’t  doing  before  the  informal 
arrangement  ? 

Mr.  Scott.  Well,  it  is  an  opportunity  in  an  orderly  way  to  look  at 
the  loan  folders.  I  didn’t  look  at  very  many  loan  folders  before.  It 
was  an  arrangement  to  have  these  larger  loans  come  across  my  desk, 
to  keep  me  informed  as  to  what  the  situation  is. 

Mr.  Fascell.  In  other  words,  what  you  are  telling  me,  as  I  under¬ 
stand  it,  is  the  practice  in  the  Department  was,  prior  to  the  time  that 
this  informal .  arrangement  was  set  up,  that  nobody  reviewed  Mr. 
Hamils’  activities.  For  all  intents  and  purposes,  he  was  an  inde¬ 
pendent  operation,  even  though  he  was  under  the  direction,  super¬ 
vision,  and  in  the  chain  of  command  which  flowed  through  you  to 
the  Secretary,  so  that  there  would  be  no  misunderstanding  about  a 
definite  review  practice  being  established,  you  set  up  this  informal 
review  basis,  even  though  you  had  the  authority  prior  to  that  time 
to  do  the  same  thing  ? 

Mr.  Scott.  That  is  right,  Mr.  Hamil  and  his  predecessor,  Mr. 
Nelson,  and  I  frequently  talked  about  matters,  but  this  was  thought 
to  be  a  more  orderly  way  and  a  very  simple  way  for  me  to  keep  in 
touch  with  the  problems  and  progress  of  the  system  out  through  the 
country. 

Mr.  Fascell.  I  am  still  at  a  loss  and  I  can’t  understand  why  it  is 
necessary  to  have  a  particular  administrative  procedure  identified 
as  such  when  you  had  the  authority  to  do  the  same  thing  all  along. 
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This  gives  rise  to  speculation,  at  least,  if  not  actual  fact,  that  some¬ 
thing  is  now  being  done  that  wasn’t  done  before,  and  in  order  to  do 
that  you  had  to  specify  it  even  though  it  is  informally. 

I  dont’  see  how  you  can  escape  that,  and  this  is,  by  the  wray,  an  oral 
proposition,  there  is  no  written  regulation  or  directive? 

Mr.  Scott.  That  is  correct. 

Mr.  Fascell.  So  we  have  the  same  situation  today  as  we  did  the 
last  time  we  discussed  this  matter.  Do  I  understand,  Mr.  Scott,  that 
under  the  present  procedure  of  this  informal  arrangement  that  Mr. 
Hamil  has  a  completed  docket  prior  to  the  time  he  comes  to  you,  if 
it  is  in  excess  of  $1  million  ? 

Mr.  Scott.  Yes. 

Mr.  Fascell.  And  when  the  matter  is  brought  to  you,  has  he 
decided  what  action  should  be  taken  before  it  comes  to  you  ? 

Mr.  Scott.  Well,  I  don’t  attempt  to  find  out  whether  he  has  or  has 
not.  As  a  matter  of  fact,  I  am  quite  sure  that  sometimes  I  see  the 
loan  before  he  does.  These  dockets  represent  the  judgment  of  his 
staff  people,  including  the  men  that  work  there  in  the  General  Counsel’s 
office. 

Mr.  Fascell.  Maybe  I  better  direct  my  questions  to  Mr.  Flamil; 
would  you  inform  me  what  the  procedure  is  now.  If  a  docket  is 
presented,  and  I  assume  that  it  is  a  file  folder,  it  starts  out  with  the 
basic  application  and  then  goes  with  their — with  staff  studies,  and 
what  not,  stuck  on  top  of  it  ? 

Mr.  Hamil.  Yes. 

Mr.  Fascell.  And  finally  somebody  gets  around  to  putting  a  final 
sheet  of  paper  on  top  of  it  which  says  yes  or  no,  Mr.  Hamil ;  is  that 
what  you  do  ? 

Mr.  Hamil.  I  sign  all  loan  dockets.  That  makes  it  a  legal  instru¬ 
ment,  and  in  my  absence,  as  I  told  you  a  minute  ago,  I  delegate  the 
authority.  Let  me  put  it  this  way:  No  loan  has  ever  gone  to  Mr. 
Scott’s  desk  that  I  didn’t  intend  to  make.  I  have  made  every  one  of 
them  that  went  to  Mr.  Scott’s  desk. 

Mr.  Fascell.  That  doesn’t  answer  my  question. 

Mr.  Hamil.  Well,  what  do  you  want,  Mr.  F ascell  ? 

Mr.  Fascell.  I  can  appreciate  what  you  are  telling  me.  I  have  no 
quarrel  with  that.  All  I  am  trying  to  find  out  now  is  whether  or  not 
you  actually,  in  writing,  take  final  action  on  a  loan  prior  to  the  time 
it  is  submitted  for  review. 

Mr.  Hamil.  I  have  in  many  cases,  I  can  any  time  I  want  to. 

Mr.  Fascell.  All  right. 

Mr.  Hamil.  I  am  the  Administrator,  Mr.  Congressman,  and  I  can 
sign  those  dockets  any  time  I  want  to. 

Mr.  Fascell.  When  you  say  sign  a  docket,  just  what  does  that  mean ; 
tell  me. 

Mr.  Hamil.  That  makes  it  a  legal  document  obligating  the  United 
States  of  America. 

Mr.  Fascell.  In  other  words,  it  is  the  final  paper  which  indicates 
that  the  applicant  is  entitled  to  the  money  ? 

Mr.  Hamil.  Yes,  it  is  a  commitment,  Congressman.  There  may  be 
a  stop  order  provision  saying  that  the  borrower  must  meet  certain 
qualifications  before  we  will  release  the  funds. 

Mr.  Fascell.  I  see.  But  for  all  intents  and  purposes  it  is  the  final 
commitment  ? 
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Mr.  Hamil.  Yes. 

Mr.  Fascell.  Now,  all  I  am  trying  to  establish  is  the  procedure.  Do 
I  understand  that  the  final  commitment  in  all  cases  involving  $1  million 
is  or  is  not  signed  by  you  prior  to  submission  for  review  under  this 
informal  arrangement  you  have? 

Mr.  Hamil.  Basically,  they  have  not  been  signed  before  I  send  them 
over. 

Mr.  Fascell.  All  right,  then,  any  loans  for  $1  million  are  submitted 
to  you  and  then  they  are  signed  by  you  ? 

Mr.  Hamil.  Yes. 

Mr.  Fascell.  That  is  the  procedure? 

Mr.  Hamil.  Yes.  as  Mr.  Scott  has  told  you,  Mr.  Congressman,  it  has 
been  an  informal  procedure  for  discussion  purposes.  This  is  no  small 
amount  we  are  dealing  with. 

Mr.  Fascell.  I  didn’t  say  it  was.  I  don’t  mean  to  be  derogatory  at 
all.  Now,  isn’t  it  a  fact,  Mr.  Hamil,  prior  to  1957,  when  the  first  in¬ 
formal  arrangement  was  made,  that  the  final  commitment  was  signed 
by  you  without  prior  review  ? 

Mr.  Hamil.  I  discussed  many  loans  with  Mr.  Scott  prior  to  that. 

Mr.  Fascell.  I  am  sure  you  did,  and  with  other  people,  but  the  basic 
difference  between  your  operation  prior  to  1957  and  today  is  that  in 
those  loans  under  wbich  this  informal  arrangement  applied,  you  do  not 
actually  sign  the  final  commitment  until  after  the  review  has  been 
made? 

Mr.  Hamil.  That  is  basically  right. 

Mr.  Fascell.  Thank  you.  That  is  all. 

Mr.  Brown.  May  I  follow  up  on  that.  Prior  to  1957,  as  you  men¬ 
tioned  a  moment  ago,  if  you  had  a  question  about  a  loan  which  you 
wanted  to  discuss  with  the  Assistant  Secretary  in  charge  of  these  lend¬ 
ing  agencies,  you  didn’t  sign  them  until  you  discussed  them,  did  you  ? 

Mr.  Hamil.  Why,  no  I  didn’t. 

Mr.  Brown.  In  other  words,  why  would  you  discuss  something  you 
had  already  approved?  The  only  difference  now  is  that  somebody 
someplace  up  the  line  suggested  that  on  loans  over  the  first  $500,000, 
now  over  $1  million,  that  Mr.  Scott  take  a  look  at  them  so  he  would 
know;  is  that  correct? 

Mr.  Hamil.  That  is  correct. 

Mr.  Brown.  Now,  I  have  been  head  of  a  corporation  for  a  good 
while,  and  run  a  few  newspapers.  I  have  arrangements  whereby 
publishers  have  complete  power  and  control  over  each  paper  they 
publish;  but,  also  because  I  do  have  a  responsibility  to  the  stock¬ 
holders,  to  the  investors,  as  I  think  you  have  a  responsibility,  and 
perhaps  the  Secretary  of  Agriculture,  to  the  stockholders  in  this 
country,  I  have  an  arrangement  whereby  if  there  is  going  to  be  over 
a  ceitain  amount  of  money  paid  out  on  some  project  to  spend  more, 
on  that  newspaper,  I  want  to  know  about  it  first.  I  want  to  know 
how  it  is  going  to  affect  our  corporation,  and  all  of  that,  and  I  do 
look  at  it  first.  The  only  difference  in  your  operation  is  you  sign 
it  regardless  of  what  authority  they  may  have,  while  I  have  the 
authority  to  say  “no,  boys,  you  can’t  spend  that  money.”  So  you 
don  t.  have  quite  as  tight  an  organization  in  Agriculture  as  the  average 
businessman  has,  do  you  ? 

Mr.  Hamil.  No,  that  is  true. 
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Mr.  Brown.  Not  as  much  control.  In  other  words,  the  people, 
who  by  law  have  been  given  this  responsibility  to  oversee,  actually 
don’t  exert  a  veto  power  on  your  loans,  but  instead,  they  act  in  an 
advisory  capacity,  and  up  to  this  time  they  have  never  requested  or 
suggested  that  you  reject  a  loan  or  they  have  never  rejected  a  loan; 
is  that  right  ? 

Mr.  Hamil.  There  has  been  discussion,  Congressman,  about  loans. 

Mr.  Brown.  Oh,  yes,  as  to  whether  or  not  it  is  feasible. 

Mr.  Hamil.  The  point  I  want  to  make  emphatically  is :  every  loan 
that  has  been  discussed  with  Mr.  Scott  has  been  made,  and  made 
in  the  amount  in  which  it  came  to  my  desk. 

Mr.  Brown.  And  in  the  final  analysis,  it  has  always  been  your 
decision  ? 

Mr.  Hamil.  Yes.  Now,  I  want  to  say  for  the  record  there  has  been 
a  time  or  two  when  Mr.  Scott  and  I  have  differed  on  a  major  policy 
in  regard  to  a  loan,  but  I  have  carried  out  the  decision  as  made  by 
me  as  Administrator.  Mr.  Scott  is  here  to  vouch  for  that. 

Mr.  Brown.  By  you  ? 

Mr.  Hamil.  Yes. 

Mr.  Scott.  That  is  correct. 

Mr.  Brown.  That  seems  pretty  clear. 

Chairman  Dawson.  Have  you  ever  turned  down  any  loans  ? 

Mr.  Hamil.  I  have  never  turned  down  a  loan  that  has  come  to  my 
desk. 

Chairman  Dawson.  That  isn’t  the  question.  Have  you  ever  turned 
down  any  loans  over  $1  million  ? 

Mr.  Hamil.  Congressman,  there  is  a  great  deal  of  difference  between 
a  loan  and  an  application. 

Chairman  Dawson.  Well,  we  will  say  an  application. 

Mr.  Hamil.  I  have  been  presented  applications,  Congressman,  that 
do  not  meet  our  specifications.  In  accordance  with  the  REA  Act, 
I  have  never  signed  a  loan  that  my  legal  advisers  have  told  me  has 
been  contrary  to  law.  There  have  been  applications  that  have  come  in 
and  have  been  returned  to  the  field  and  have  been  resubmitted. 

Chairman  Dawson.  I  still  don’t  get  an  answer  to  my  question. 
What  is  Mr.  Scott’s  purpose  of  passing  on  them  before  you  do  ? 

Mr.  Hamil.  The  purpose,  Mr.  Congressman,  is  for  review. 

Chairman  Dawson.  Why  should  he  review  them  ?  You  have  never 
turned  down  any.  He  has  never  turned  down  any. 

Mr.  Hamil.  For  general  information,  Congressman. 

Chairman  Dawson.  Any  questions  ? 

Mr.  Smith.  Yes,  I  would  like  to  ask  Mr.  Hamil  this: 

Suppose  a  loan  application  came  in  for  a  loan  in  excess  of  $1  mil¬ 
lion,  and  after  you  looked  at  it  you  thought  it  met  all  of  the  require¬ 
ments,  and  you  sent  it  over  to  Mr.  Scott,  either  orally  or  by  note, 
either  one,  and  he  said  to  you,  “I  don’t  think  you  should  make  this 
loan  unless  these  people  can  show  that  they  could  not  borrow  the 
money  somewhere  else.”  Is  that  possible  under  the  arrangement  that 
you  now  have  ? 

Mr.  Hamil.  Why,  yes,  it  would  be  possible,  and  if  you  want  a  spe¬ 
cific  case,  just  to  ge  the  record  straight  here,  I  will  state  one.  I  think 
we  ought  to  get  out  into  the  open  when  we  talk  about  these  things.  A 
loan  application  came  to  me  from  the  Puerto  Rico  Water  Resources 
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Authority.  In  my  opinion,  it  came  under  the  act,  and  in  the  opinion 
of  our  legal  staff  also  it  came  under  the  act.  There  was  a  difference 
of  opinion  between  Mr.  Scott  and  me  as  to  whether  we  should  make 
loan  funds  available  for  that  purpose. 

I  told  Mr.  Scott  that  in  my  opinion  it  came  under  the  act,  Mr.  Scott, 
if  he  had  any  further  objections,  withdrew  them,  and  the  loan  was 
made. 

Mr.  Smith.  Now,  what  if  he  did  not  withdraw  them? 

Mr.  IIamil.  Well,  if  I  can’t  run  EE  A,  I  have  got  a  couple  of 
ranches  to  go  back  to. 

Mr.  Smith.  In  other  words,  if  he  had  not  withdrawn  his  objection, 
then  you  would  have  made  the  loan  anyway  ? 

Mr.  IIamil.  Well,  I  did. 

Mr.  Smith.  But  you  said  he  withdrew  the  objection. 

Mr.  Hamil.  That  is  a  hypothetical  case,  Mr.  Congressman.  I  am 
not  in  a  position  to  answer  what  I  might  have  done.  The  fact  is  the 
loan  was  made.  To  say  what  would  I  have  done,  I  don’t  know.  I 
can  tell  you  what  did  happen. 

Mr.  Smith.  Well,  the  point  is,  is  it  not,  Mr.  Hamil,  that  there  is  a 
lot  to  what  you  say  about  going  back  to  your  ranches,  if  you  didn’t  go 
along  with  the  note  you  got  from  Mr.  Scott,  you  probably  would  have 
had  to  go  back  to  the  ranches ;  isn’t  that  about  the  situation  ? 

Mr.  IIamil.  I  wouldn’t  think  so.  As  a  matter  of  fact,  although 
Mr.  Scott  didn’t  agree  with  me  in  that  case,  I  am  still  here.  That  was 
a  long  time  ago.  As  a  matter  of  fact,  the  steamplants  in  that  loan  are 
on  the  line. 

Mr.  Smith.  What  I  am  getting  around  to  is  this:  There  was  an¬ 
other  program  that  involved  municipalities,  including  your  own 
State,  Colorado  Springs,  borrowing  money  for  the  purpose  of  building 
dams  at  low  interest  rates  ? 

Mr.  Hamil.  I  have  nothing  to  do  with  that. 

Mr.  Smith.  I  will  ask  Mr.  Scott  that. 

As  I  understand  it,  under  that  program,  Mr.  Scott  instituted  some 
kind  of  policy  which  said  they  cannot  borrow  the  money  even  though 
this  was  not  in  the  law,  they  cannot  borrow  the  money  unless  or  until 
they  show  they  cannot  borrow  the  money  somewhere  else.  Now,  isn’t 
that  right,  Mr.  Scott  ? 

Mr.  Soott.  That  is  right.  There  is  no  provision  in  the  act  as  to 
whether  there  is  to  be  any  consideration  of  their  ability  to  get  funds 
elsewhere.  We  do  have  that  policy,  and  that  is  the  Watershed  Act. 

Mr.  Brown.  Well,  that  is  not  the  REA. 

Mr.  Scott.  No. 

Mr.  Smith.  What  I  am  getting  down  to  is  this:  If  you  instituted 
that  policy  in  that  case,  what  is  to  keep  you  from  instituting  it  in 
the  case  of  REA?  In  other  words,  if  that  is  your  philosophy  on 
those  loans,  that  they  should  not  be  made  if  there  is  any  possibility  of 
getting  a  loan  elsewhere,  you  could,  under  the  procedure  that  you  set 
up,  institute  that  kind  of  policy  here,  could  you  not  ? 

Mr.  Scott.  I  don’t  think  that  the  case  is  analogous  at  all.  The 
Department  was  represented  on  this  bill,  the  Watershed  Act,  by  As¬ 
sistant  Secretary  Peterson  who  testified  for  the  Department  that  he 
was  in  favor  of  this  loan  program  being  used  when  it  was  necessary 
to  accomplish  the  purpose  of  the  act,  and  that  is  the  regulation  we 
have. 
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Mr.  Smith.  But  the  Congress  did  not  adopt  his  view,  did  they  ? 

Mr.  Scott.  The  Congress  didn’t  say  yes  or  no.  The  act  is  silent 
on  that,  but  there  is  the  testimony  of  the  Department’s  view  and  the 
Administration’s  view  on  that  particular  part  of  the  bill.  Now,  we 
have  regulations  that  are  intended  in  this  instance  to  primarily  in¬ 
quire  into  the  ability  of  large  cities  to  finance  the  projects  without 
this  Government  loan.  We  have  testified  that  we  have  no  intention 
of  doing  any  more  than  making  casual  inquiry  about  the  smaller  com¬ 
munities  that  would  have  difficulty  in  arranging  financing  elsewhere. 

The  case  you  mentioned,  Colorado  Springs,  went  right  ahead.  All 
that  was  done,  as  I  understand  it,  was  to  raise  the  question  with  them : 
Can  you  get  the  money  somewhere  else  ?  They  said  they  could,  and 
they  went  ahead  and  got  it,  and  the  purpose  of  the  act  was  carried 
out. 

Mr.  Smith.  At  a  higher  interest  rate. 

Mr.  Scott.  Well,  I  suppose  so,  but  the  water  facilities  are  out 
there. 

Mr.  Smith.  My  point  is  this,  if  I  could  get  down  to  a  specific 
answer:  If  you  wanted  to,  under  the  procedure  you  are  using  now, 
you  could  institute  that  same  philosophy  that  was  expressed  there  in 
the  REA,  couldn’t  you  ? 

Mr.  Scott.  We  certainly  would  never  think  of  doing  that  without 
taking  it  up  with  the  Congress.  It  would  be  a  major  change  of  pro¬ 
cedure.  We  are  proposing  to  get  some  private  money  into  the  pro¬ 
gram.  We  think  there  ought  to  be  some,  but  we  are  coming  to  the 
Congress  on  that.  We  are  presenting  bills. 

Mr.  Smith.  You  would  not  do  on  that  what  you  did  on  the  other? 

Mr.  Scott.  The  difference  on  this  water  bill  is  we  testified  as  to 
the  Department  and  Administration  position  on  that  bill,  that  it  was 
to  be  administered  that  way. 

Mr.  Smith.  But  the  Congress  didn’t  accept  that  position? 

Mr.  Scott.  They  didn’t  say  “Don’t  do  it.” 

Mr.  Smith.  Then  if  the  Congress  doesn’t  say,  in  the  case  of  REA, 
“Don’t  you  institute  that  kind  of  policy,”  you  think  it  is  open  for  it  to 
institute  that  kind  of  policy  ? 

Mr.  Scott.  No;  clearly  there  would  have  to  be  some  new  legisla¬ 
tion  for  REA  to  go  out  to  private  sources  to  get  funds  to  supplement 
the  Federal  funds. 

Mr.  Smith.  There  has  been  some  discussion  here  about  why  are 
we  so  apprensensive  about  this,  and  why  is  REA  so  apprehensive, 
and  I  think  we  get  down  to  the  fundamental  reason  that  it  is  be¬ 
cause  they  are  afraid  that  you  will  do  the  same  thing  here  that  you 
have  done  in  other  cases.  There  has  been  that  discussion. 

.  Now,  another  thing:  On  page  6  of  your  statement  here  you  men¬ 
tion  at  considerable  length  the  fact  that  some  of  these  loans  or  some 
of  this  current  will  be  going  to  nonfarm  uses ;  in  other  words,  new 
industrial  plants  and  new  housing  divisions,  and  street  lighting  in 
small  communities,  and  so  forth,  and  I  wonder  what  is  the  significance 
of  that?  Are  you  opposed  to  it  being  used  for  that  purpose? 

Mr.  Scott.  I  say  these  nonfarm  consumers  are  just  as  eligible 
under  the  act  as  farm  families.  We  have  been  accused  of  trying  to 
destroy  this  system,  and  there  is  not  a  word  of  truth  to  it.  I  am 
pointing  out  here  that  the  basis  of  our  thinking  that  they  should  and 
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are  able  to  start  using  some  private  loan  funds  is  the  great  change 
that  has  taken  place,  the  strength  that  is  out  there  in  many  of  these 
systems. 

Mr.  Smith.  You  are  not  opposed  to  REA  loans  being  made  for 
this  purpose? 

Mr.  Scott.  Not  at  all.  As  a  matter  of  fact,  I  think  it  would  be 
very  much  in  the  interest  of  these  rural  communities  to  have  even 
more  competition.  But  I  certainly  think  it  ought  to  be  on  the  basis 
of  their  standing  on  their  own  feet  to  the  extent  that  they  can.  We 
have  no  thought  of  doing  anything  that  is  in  any  way  going  to  be 
harmful  to  them.  It  will  be  an  orderly  arrangement. 

Mr.  Smith.  In  other  words,  is  it  fair  to  say  that  the  purpose  of 
these  statements  is  an  argument  in  favor  of  higher  interest  rates ;  is 
that  what  you  are  trying  to  say  ? 

Mr.  Scott.  It  is  merely  to  show  that  they  have  grown  very  greatly. 
They  have  a  lot  of  financial  strength  and  they  are  serving  a  lot  of 
folks  besides  just  farm  people. 

Mr.  Smith.  That  is  all  I  have,  Mr.  Chairman. 

Chairman  Dawson.  Mr.  Barry. 

Mr.  Barry.  I  would  like  to  take  this  opportuinty  to  commend  the 
wisdom  behind  the  executive  department’s  informal  arrangement  that 
exists,  because  it  seems  to  me  you  are  bringing  to  the  REA  Adminis¬ 
trator  here  the  availability  of  some  of  the  executives  charged  by  the 
Congress  and  by  the  Constitution  with  carrying  out  the  broad  policies 
of  our  farm  program,  and  when  you  have  this  type  of  informal  un¬ 
derstanding  between  great  executives  of  our  Nation,  I  think  it 
augurs  well  for  the  people  of  the  Nation  to  be  able  to  lean  on  other 
men  in  related  fields,  and  especially  to  those  such  as  Mr.  Scott,  who 
is  not  only  identified  particularly  with  agriculture,  but  more  specifi¬ 
cally  with  that  of  financing,  and  I  am  certain  that  if  many  of  you 
have  been  in  the  business  of  credit  risks,  that  we  all  in  the  business 
have  learned  from  each  other,  and  the  best  way  to  prevent  making 
a  serious  mistake  is  to  seek  adequate  counsel,  and  I  think  it  augurs 
well,  and  I  would  just  like  to  ask  Mr.  Scott  and  Mr.  Hamil  one  ques¬ 
tion: 

Do  you  think  the  present  plan  adequately  protects  the  people  of 
this  Nation  insofar  as  the  money  that  is  loaned  out  and  is  returned 
to  the  Government  of  the  United'States  ? 

Mr.  Scott.  I  think  it  does,  Mr.  Barry.  These  loans  are  worked  up 
over  a  period  of  months  by  staff  of  the  REA  that  is  very  competent. 
They  are  highly  specialized  in  all  of  the  various  phases  of  these  rural 
electric  systems  and  rural  telephone  systems.  The  loans  come  up  to 
the  Administrator’s  desk  as  very  carefully  developed  loan  dockets 
with  lots  of  splendid  judgment  going  into  them  and  all  needed  data 
assembled.  Then  you  get  to  the  things  like — here  is  an  example  of 
something  that  the  Administrator  and  I  talk  about : 

TYe  have  had  instances  of  lines  running  down  into  an  irrigation 
district,  pumping  system,  or  an  oilfield,  where  there  are  depleting 
assets.  We  talk  about,  whether  or  not  it  would  be  desirable  from  the 
standpoint  of  the  good  of  the  local  system  to  get  their  investment  back 
in  less  than  35  years.  Things  of  that  kind,  that  will  improve  the 
service  and  make  these  loans  more  desirable,  and  to  help  build  these 
local  institutions. 
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Now,  that  is  an  illustration  of  the  things  that  we  talk  about.  As 
to  the  example  we  had  a  while  ago,  my  reason  for  questioning  the 
necessity  of  this  fine  institution  down  in  Puerto  Rico  coming  in  for 
a  loan  was  the  fact  that  this  application  was  for  a  generating  unit. 
They  had,  as  I  recall,  financed  21  units  previously  over  a  period  of 
several  years  by  private  financing.  It  was  at  a  time  when  rates  in  the 
money  market  were  up,  I  think,  maybe  to  4  percent,  or  maybe  4%  for 
that  particular  borrowing.  Here  was  2-percent  money.  They  had 
been  financed  by  REA  for  their  distribution  system  but  this  was  the 
first  time  they  had  come  in  for  a  generation  loan. 

I  was  questioning  whether  they  were  coming  up  to  us  just  because 
they  needed  a  loan  or  for  2  percent  money.  I  was  finally  convinced 
that  it  was  a  necessity  for  them,  or  quite  desirable,  at  least,  in  carry¬ 
ing  out  their  overall  responsibilities.  That  is  an  example  of  our 
getting  together  on  questions  that  we  didn’t  first  see  the  same. 

Mr.  Barry.  Mr.  Hamil,  you  feel  that  we  are  getting  back  every 
dollar  that  we  lend  out  as  well  ? 

Mr.  Hamil.  Our  REA  loan  operation  is  in  the  best  position  it  has 
ever  been.  We  have  only  one  delinquency  on  an  electric  loan  of  any 
consequence.  I  am  very  hopeful  that  we  can  work  out  a  satisfactory 
solution  to  that.  That  is  the  record  with  986  borrowers  in  the  electric 
program.  Every  other  loan,  outside  of  two  refrigeration  loans,  is 
current.  We  are  doing  the  best  we  can  to  work  the  delinquent  situa¬ 
tions  out,  Mr.  Chairman.  We  are  trying  to  make  loans  that  meet  the 
area  coverage  principle  of  the  act  and  at  the  same  time  see  that  these 
loans  are  paid  back. 

Our  record  is  good.  We  have  received  all  payments  currently  due, 
plus  $139  million  and  more  paid  ahead  of  schedule.  I  don’t  know  of 
a  borrower  in  the  United  States  of  America  who  has  presented  us  with 
an  application  who  has  come  under  the  act  whose  needs  have  not  been 
fully  met. 

Mr.  Fascell.  Mr.  Chairman,  may  I  inquire  ? 

Mr.  Scott,  isn’t  it  time  that  the  REA  administrative  section  works 
up  all  of  the  technical  details  on  the  criteria  of  the  act  and  also  the 
evaluation  of  the  credit  standing?  That  is  their  job,  isn’t  it,  on  the 
loan  applications? 

Mr.  Scott.  Yes,  they  are  expected  to  study  every  phase  of  a  pro¬ 
posed  loan. 

Mr.  Fascell.  Isn’t  it  also  true  that  whether  or  not  you  have  this 
informal  arrangement  that  the  Administrator  and  his  section  of  high- 
skilled  and  technically  competent  people  could  get  the  benefit  of  your 
advice  and  judgment  any  time  they  wanted  to? 

Mr.  Scott.  That  is  right. 

Mr.  Fascell.  Both  you  and  Mr.  Hamil  have  testified  that  all  loans 
under  this  informal  arrangement  which  have  met  the  criteria,  the 
requirement  of  that  arrangement,  have  been  made,  notwithstanding 
that  there  has  been  some  kind  of  review  procedure,  isn’t  that  true? 

Mr.  Scoit.  That  is  right. 

Mr.  Fascell.  And  that  in  truth  and  in  fact  the  Administrator  of 
REA  has  actually  made  loans  as  such;  and  that  he  has  approved  or 
disapproved  all  loans  that  have  come  before  the  REA.  It  is  his  final 
decision. 
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Mr.  Scott.  Well,  every  loan  that  he  recommended  was  made. 
There  have  been  some  applications  that  have  been  reworked. 

Mr.  Fascell.  Eight. 

Mr.  Scott.  But  every  loan  that  he  has  recommended,  and  felt  that 
he  ought  to  approve,  he  has  approved. 

Mr.  Fascell.  All  right,  sir,  now  what  is  wrong,  then,  or  what  is 
the  fear  if  we  take  this  same  procedure  which  we  just  discussed,  this 
same  procedure,  and  put  that  in  the  law? 

Mr.  Scott.  Well,  it  is  a  matter  of  the  Secretary’s  responsibility 
over  the  program. 

Mr.  Fascell.  The  Secretary  is  still  going  to  have  the  same  responsi¬ 
bility.  It  isn’t  going  to  change  a  thing  about  his  responsibility.  We 
don’t  derogate  from  his  responsibility  one  iota  or  do  we  derogate  from 
the  responsibility  that  you  have  nor  do  we  derogate  from  the  responsi¬ 
bility  which  Mr.  Hamil  has.  All  we  are  saying  is  we  are  putting  into 
the  law  that  the  KEA  Administrator  has  final  authority  to  approve 
a  loan.  That  is  all.  There  seems  to  be  some  question  as  to  whether 
or  not  the  authority  you  say  he  has  is  in  the  law.  There  are  some 
people,  therefore,  who  want  to  write  that  authority  into  the  law. 
What  is  wrong  with  doing  that? 

Mr.  Scott.  There  is  no  question  in  my  mind  and  I  am  sure  there 
is  none  in  Mr.  Hamil’s  mind  either,  but  what  the  Secretary  of  Agri¬ 
culture  now  has  the  authority  to  take  final  action  on  a  loan. 

Mr.  Fascell.  Yes,  sir. 

Mr.  Scott.  And  as  long  as  he  has  any  responsibility  over  the  affairs 
of  this  agency,  it  is  the  view  of  the  Department  that  lie  ought  to  retain 
that  authority  to  take  action  if  he  ever  decided  to  do  so. 

Mr.  Fascell.  That  is  obviously  an  extreme  contingency  because 
both  of  you  gentlemen  have  said  it  hasn’t  been  necessary  in  any  case 
since  you  have  been  in  office,  or  the  Secretary  has  been  in  office;  and 
that  you  have  relied  entirely  on  the  judgment  of  the  Administrator. 

If  it  is  good  in  one  case,  it  ought  to  be  good  in  the  other.  I  can’t 
see  any  difference,  frankly,  and  I  don’t  know  what  you  are  trying 
to  protect  against. 

Mr.  Barry.  Will  the  gentleman  yield? 

Mr.  Fascell.  Certainly. 

Mr.  Barry.  What  if  it  were  the  reverse,  that  the  EE  A  had  sole 
authority  and  there  was  no  supervision  over  his  activities?  Would 
that  not  be  a  greater  danger  to  the  dollars  of  the  taxpayers?  Here 
we  have  men  who  are  bankers.  The  first  duty  of  a  banker  is  to  protect 
the  funds  at  his  disposal.  Here  there  is  surveillance.  The  way  it  is 
proposed  there  would  be  no  surveillance  over  it. 

Mr.  Fascell.  I  think  the  gentleman  is  not  quite  correct.  The  Ad¬ 
ministrator  would  be  responsible  for  the  proper  evaluation  of  his  loans 
and  he  would  be  directly  responsible.  Whatever  security  or  credit  he 
would  get  would  be  there  as  far  as  the  Government  is  concerned. 

Mr.  Barry.  The  security  might  be  there  even  though  it  might  not 
be  sufficient  security  for  the  loan. 

Mr.  Fascell.  No  procedure  in  the  world  is  going  to  guard  against 
an  irresponsible  official  nor  can  we  legislate  morality. 

Mr.  Barry.  You  will  not  legislate  morality,  but  you  put  a  check 
upon  the  possibility  of  gross  error. 

Chairman  Dawson.  You  put  a  check  on  the  checker. 
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Mr.  Fascell.  I  won’t  disagree  with  the  gentleman.  All  I  say  is  if 
this  procedure  is  adopted,  you  will  have  the  same  check  that  you  had 
before. 

Mr.  Barry.  It  might  be  that  the  two  men  wouldn’t  be  on  good 
speaking  terms  at  the  time,  they  wouldn’t  have  any  need  to  talk  to 
each  other;  if  every  action  of  this  man  were  guaranteed  by  law  final 
and  absolute,  there  would  be  no  reason  why  he  would  have  to  speak  to 
this  man.  He  could  just  say,  “Mind  your  own  business,  I  don’t  want  to 
have  anything  to  do  to  it.” 

Mr.  Fascell.  He  has  already  said  many  times  and  not  just  today, 
that  if  there  were  any  doubt  about  what  his  decision  was  to  be,  he 
would  quit,  which  is  a  pretty  forthright  statement. 

Mr.  Barry.  But  that  is  a  very  basic  difference,  sir,  than  the  matter 

here. 

Mr.  Fascell.  I  can’t  see  any  difference.  In  other  words,  he  is  say¬ 
ing,  “Look,  I  run  the  REA  and  I  give  it  my  best  judgment  and  dedi¬ 
cation  and  if  anybody  questions  that,  you  can  get  somebody  else.” 
That  is  what  he  is  really  saying. 

Mr.  Barry.  He  is  saying  that  on  a  matter  of  policy  with  regard 
to  a  particular  loan ;  he  is  not  saying  that  with  regard  to  policies  of 
loaning  in  general. 

Mr.  F  'ascell.  The  Administrator  doesn’t  have  anything  to  say  about 
policies  in  general ;  that  is  fixed  by  law. 

Mr.  Barry.  The  Secretary  has.  We  have  talked  about  it  in  the - - 

Mr.  Fascell.  No,  the  Secretary  doesn’t,  either;  the  policy  is  fixed  by 
law. 

Mr.  Barry.  Well,  I  show  you  here — on  the  other  hand,  if  this  phrase 
means  at  all  what  it  says — 

decisions  as  to  the  policies,  procedures,  and  personnel,  which  are  the  vital  in¬ 
dispensable  ingredients  of  the  loan  process,  are  to  be  made  solely  by  the 
Administrator — 

then  the  effect  of  the  enactment  of  these  proposals  would  be  to  remove 
REA  substantially  in  its  entirety  from  the  general  supervision  and 
direction  of  the  Secretary.  That  would  presuppose  to  me  that  it  now 
exists  with  the  Secretary. 

Mr.  Fascell.  That  is  a  different  bill  entirely.  One  of  the  bills 
might  attempt  to  do  that,  but  that  is  not  the  main  provision  we  are 
discussing  which  is  the  question  as  to  whether  or  not  theAdminis- 
trator  should  have  absolute  loan  authority.  Besides  under  the  pres¬ 
ent  procedure  or  under  the  new  procedure  as  proposed  by  the  bill, 
all  the  Secretary  would  ever  do  is  substitute  his  judgment  and  dis¬ 
cretion  for  that  of  a  man  who  is  charged  by  law  with  the  responsi¬ 
bility.  You  are  never  going  to  change  that  unless  you  change  the 
law.  He  has  the  direct  responsibility.  If  Scott  doesn’t  like  it  as  a 
matter  of  financial  policy,  as  a  matter  of  political  philosophy,  all  he 
can  do  is  substitute  his  discretion  for  facts  and  criteria  fixed  by  law. 
He  can  apply  an  outside  force  to  this  discretion. 

What  Mr.  Hamil  says  is  if  that  ever  comes  about,  he  is  going  to 
quit. 

Mr.  Barry.  I  think  most  administrators  would  be  in  the  same 
position. 

Mr.  Fascell.  Certainly.  I  would,  too.  That  is  the  whole  purpose. 
The  whole  purpose  is  are  you  going  to  make  it  possible  to  eliminate 
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the  possibility  of  applying  these  forces  of  policy  judgments,  substi¬ 
tuted  discretion,  when  you  have  an  act,  the  responsibility  for  which 
and  the  discretion  over  which  is  fixed  by  law  in  an  individual? 

Mr.  Barry.  It  seems  to  me  you  are  saying  if  the  president  of  a 
company  goes  before  his  board  of  directors - 

Mr.  Fascell.  I  am  not  saying  that  at  all. 

Mr.  Barry.  And  the  board  of  directors  or  the  chairman  doesn’t 
agree  with  what  he  wants  to  do,  he  resigns. 

Mr.  Fascell.  No,  sir;  that  is  not  an  analogous  situation  at  all. 

Mr.  Barry.  It  may  not  be  totally  analogous,  but  it  is  somewhat 
analogous.  At  least  the  present  arrangement  is  they  now  have  the 
advice  of  a  man  who  is  not  only  engaged  in  agriculture,  but  is  also 
engaged  in  other  lending  programs,  in  the  Department  of  Agri¬ 
culture,  so  there  is  a  lot  he  can  gain  from  that. 

Mr.  Fascell.  If  this  proposal  were  put  into  effect,  or  one  of  them, 
and  the  Administrator  had  the  sole  discretion  on  the  responsibility 
as  to  loans,  he  would  still  be  in  the  chain  of  command  for  admini¬ 
strative  purposes,  personnel  purposes,  policy  pressures  or  whatever 
else  the  Secretary  wanted  to  do.  The  Administrator  would  still  have 
the  advice  and  counsel  of  Mr.  Scott.  lie  would  still  be  under  the 
Secretary  of  Agriculture.  There  would  be  absolutely  no  change  ex¬ 
cept  in  one  case.  You  would  remove  this  informal  procedure  which 
all  of  us  have  agreed  is  really  not  necessary  anyway  and  vest  final 
loan  authority  in  the  Administrator. 

Mi1.  Barry.  Wait  a  minute,  you  say  we  all  agree  it  is  not  necessary. 
I  don’t  think  that  is  a  correct  statement.  It  is  clear,  there  have  been 
several  witnesses  who  have  testified  that  it  is  important,  and  certainly 
the  distinguished  colleague  from  Ohio  made  it  crystal  clear  with  re¬ 
gard  to  his  own  observations  in  his  business  why  it  is  advisable  and 
certainly  my  background  is  totally  in  business  and  I  have  benefited 
something  from  REA  myself  in  a  project  which  I  am  engaged  in  out 
West,  but  I  don’t  believe  for  one  instance  that  the  divorcement  of  the 
two  functions  is  desirable  here.  I  think  these  two  men  here  working 
together  are  bound  to  do  a  better  job  than  one  man  working  alone. 

Mr.  Fascell.  I  don’t  know  that  that  is  always  true  as  a  general 
situation,  but  I  would  point  this  out  to  you  only  and  I  think  the  rec¬ 
ord  is  basically  clear,  that  in  order  to  do  what  these  gentlemen  are  now 
doing,  they  don’t  have  to  have  any  specific  informal  arrangement  to 
do  it. 

I  he  REA  Administrator  is  a  member  of  the  Department  of  Agri¬ 
culture,  subject  to  the  jurisdiction  of  the  Secretary,  and  if  the  Sec¬ 
retary  wants  to  review  evei-y  single  application,  he  can  do  so.  Ques¬ 
tion:  Why  was  if,  necessary  to  specifically  detail  an  informal  pro¬ 
cedure?  I  he  answer  is  also  obvious.  If  you  have  the  power  and 
authority  to  do  it,  why  do  you  specifically*  do  it?  It  has  been  de¬ 
cided  to  specifically  do  it  by  an  informal  arrangement.  I  will  turn 
the  same  proposition  around  and  say:  if  the  facts  are  such  that  the 
Administrator  is  in  truth  and  in  fact  making  all  of  the  loans  now, 
what  is  wrong  with  just  saying  so  in  the  law  ? 

Mr.  Barry.  Mr.  Fascell,  if  we  shape  this  thing  in  accordance  with 
the  price  adjustment  boards  which  have  to  do  with  what  companies 
they  renegotiate  throughout  the  Nation  having  to  do  with  defense 
business,  1  believe  that  the  provision  there  reads  that  those  corpora 
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tions  or  companies  having  less  than  $1  million  worth  of  business  with 
the  Government  are  not  subject  to  renegotiation. 

Mr.  Fascell.  Is  that  a  law  ? 

Mr.  Barry.  It  is  a  law.  The  same  provision  could  be  stated  here 
negatively,  that  any  loans  not  over  a  million  dollars  need  not  be 
brought  to  the  Secretary  and  then  that  would  presumably  satisfy 
you.  It  is  just  because  there  seems  to  be  some  informal  directive  that 
they  are  brought  into  many - 

Mr.  Fascell.  No,  sir,  I  have  no  quarrel  with  that  at  all.  I  am 
not  concerned  about  the  procedure  as  such.  All  I  am  saying  is  if  in 
truth  and  in  fact  the  Administrator  actually  makes  all  of  the  loans, 
what  is  wrong  with  saying  that  he  shall  do  so  in  the  law,  that  is  all. 

Mr.  Barry.  Well,  I  think  that  is - 

Mr.  Fascell.  That  is  the  way  they  operate.  Both  of  them  have 
testified  that  is  what  they  do.  If  there  seems  to  be  some  question 
about  the  Administrator’s  authority  in  the  matter,  why  not  just  say 
so  in  the  law,  that  he  does  have  that  authority  ?  They  are  both  agreed 
that  he  does.  Nobody  in  the  Department  said  he  doesn’t. 

Chairman  Dawson.  Any  other  questions? 

Mr.  Indritz.  Mr.  Scott,  in  the  middle  of  your  statement  you  de¬ 
scribed  a  new  arrangement  for  review  procedure  and  it  seems  to  me 
that  the  description  you  made  in  your  statement  is  inconsistent  with 
that  made  in  Mr.  Hamil’s  statement.  As  I  read  your  statement,  and 
as  I  heard  you  say  it,  you  indicated  that  you  review  all  applications 
for  generation  and  transmission  loans  over  a  million  dollars,  and  all 
new  telephone  applications.  Mr.  Hamil  described  it  quite  differ- 
ently.  He  said  that  you  are  reviewing  all  proposed  supplemental 
loans  over  a  million  dollars  and  all  loans  to  new  borrowers.  Ilis 
description  certainly  covers  a  considerably  different  field  than  did  your 
description. 

Could  you  indicate  which  is  correct  so  that  the  committee  would 
know  precisely  what  the  review  arrangement  covers? 

Mr.  Scott.  Well,  let  me  ask  Mr.  Hamil  if  my  reference  isn’t  the 
current  arrangement.  I  think  maybe  Mr.  Hamil  might  have  just 
been  generalizing  there  in  his  testimony. 

Mr.  Hamil.  That  is  what  I  was  doing.  As  a  matter  of  fact,  the 
discussion  of  loans  between  myself  and  Mr.  Scott,  in  my  opinion  as 
the  Administrator  of  this  program,  is  an  incidental  matter.  I  don’t 
consider  it  one  of  the  major  facets  of  the  loan  program  at  all.  We  are 
exchanging  information  back  and  forth  on  these  propositions.  In  my 
opinion  it  has  been  beneficial  to  me  as  the  Administrator  and  I  am 
quite  sure  that  it  has  given  Mr.  Scott  a  great  deal  of  information 
about  the  rural  electrification  program  that  he  as  an  official  of  the 
Department  of  Agriculture  has  found  beneficial. 

Mr.  Scott.  That  is  correct,  it  has  been  very  helpful. 

Mr.  Indrttz.  In  order  that  the  committee  may  know  precisely  what 
arrangements  you  do  have,  could  you  supply  for  the  record  a  copy  of 
the  present  directive  ? 

Mr.  Scott.  We  don’t  have  any  directive. 

Chairman  Dawson.  It  is  j ust  oral. 

Mr.  Scott.  My  statement  sets  forth  the  present  arrangement. 

Mr.  Indritz.  Thank  you. 

Chairman  Dawson.  Thank  you  very  much,  gentlemen. 
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Mr.  Henderson  :  Mr.  Chairman,  I  would  like  to  introduce  these 
various  and  sundry  statements  into  the  record. 

Chairman  Dawson.  That  will  be  the  order. 

(The  statements  are  as  follows :) 

Statement  of  Clyde  T.  Ellis,  General  Manager,  National  Rural 
Electric  Cooperative  Association 

Mr.  Chairman  and  members  of  the  Committee,  I  am  general  manager  of  the 
National  Rural  Electric  Cooperative  Association.  This  association  is  the  service 
organization  of  the  rural  electric  systems  which  are  borrowers  of  REA.  More 
than  90  percent  of  them  are  members.  They  serve  about  4  million  farms  and 
other  rural  establishments  in  45  State.  All  told,  between  12  and  16  million 
people  have  electric  light  and  power  directly  because  of  the  service  provided  by 
these  systems. 

In  view  of  the  extensive  hearings  held  last  summer  on  the  proposed  legislation 
before  you,  I  understand  you  are  anxious  to  keep  these  hearings  as  short  as 
possible.  Therefore  I  shall  touch  only  some  of  the  high  spots  and  refer  to  the 
considerable  amount  of  testimony  presented  last  year  by  about  25  rural  electric 
representatives  from  several  States.  At  that  time,  nearly  100  other  cooperative 
representatives  felt  strongly  enough  about  this  matter  to  come  to  Washington 
for  the  hearings  in  order  to  underscore  the  need  for  some  action  such  as  was 
provided  for  in  the  legislation  under  consideration.  Many  rural  electric  leaders 
would  be  glad  to  come  in  to  these  hearings  now  and  testify  if  you  should  think 
that  to  be  necessary. 

My  appearance  here  today  is  to  support  H.R.  1321  which  was  introduced 
at  the  start  of  this  season  by  Hon.  Melvin  Price.  As  you  know,  identical  bills, 
or  nearly  so,  have  also  been  introduced  in  this  session  by  Hon.  George  S. 
McGovern  (H.R.  3029)  ;  by  Hon.  Gracie  Pfost  (H.R.  3192)  ;  and  by  Hon. 
Leonard  G.  Wolf  (H.R.  4662). 

The  membership  of  our  national  association  has  taken  a  strong  stand  in  support 
of  this  proposed  legislation.  The  concern  goes  back  many  years — back  to  the 
time  in  1953  when  Claude  Wickard  was  unceremoniously  dumped  out  of  the  Ad¬ 
ministrator’s  chair  after  he  had  been  given  every  assurance  to  his  face  that  he 
was  wanted  to  carry  on  the  REA  program  as  it  had  been.  However,  it  was  mid¬ 
summer  1957  that  concern  grew  into  real  fear  for  the  future  of  the  program. 
What  confidence  our  members  had  had  in  Secretary  Benson  evaporated  as  he 
moved  in  to  usurp  the  authority  of  the  REA  Administrator  and  take  over  per¬ 
sonal  control  of  the  agency.  This  feeling  first  found  expression  in  our  NRECA 
regional  meetings  in  the  fall  of  1957. 

Resolutions  were  passed  at  all  10  regional  meetings  which  our  membership 
held  in  the  fall  of  1957,  protesting  Mr.  Benson’s  action,  and  urging  congressional 
action  to  correct  the  situation.  I  would  appreciate  an  opportunity  to  have  these 
resolutions  inserted  in  the  record  at  this  point. 

This  was  not  all ;  our  members  had  more  to  say.  At  our  national  meeting  held 
at  Dallas  on  February  3-6, 1958,  the  membership  unanimously  passed  a  resolution 
which  expressed  fear  that  the  REA  would  not  continue  to  function  with  its  old- 
time  efficiency  and  effectiveness  under  the  domination  of  the  Secretary  of  Agri¬ 
culture — domination  that  had  never  been  authorized  by  Congress.  I  would  like 
to  ask  the  privilege  of  entering  in  the  record  that  resolution,  at  this  point. 

Last  fall,  once  again,  at  our  regional  meetings  the  membership  of  our  associa¬ 
tion  went  on  record  in  support  of  the  legislation  now  before  this  subcommittee. 
I  would  like  to  make  these  resolutions  a  part  of  the  record. 

That  is  what  has  gone  before :  now  for  the  present. 

Within  the  last  month,  over  7,000  representatives  of  the  rural  electric  systems 
gathered  at  the  National  Guard  Armory  here  in  Washington  for  the  largest 
national  annual  meeting  that  we  have  ever  held.  At  their  business  meeting  on 
Lincoln’s  Birthday,  just  after  an  address  by  Speaker  Rayburn,  and  1  day  after 
President  Eisenhower  spoke,  the  voting  delegates  unanimously  passed  another 
resolution  urging  the  Congress  to  pass  this  specific  legislation.  '  I  have  a  copy  of 
this  resolution  and  I  would  like  to  have  it  inserted  in  the  record. 

In  addition  to  these  actions  which,  as  you  note,  have  been  taken  repeatedly  by 
the  members  of  our  association,  many  State  groups  have  likewise  gone  on  record 
strongly  opposing  what  the  Secretary  has  done  to  REA.  They  are  urgently  asking 
Congress  to  take  remedial  action,  as  quickly  as  you  can.  I  have  copies  of  some 
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of  these  resolutions  and  I  would  like  to  ask  that  these,  too,  be  made  a  part  of 
this  record. 

OTHERS  ARE  CONCERNED 

Now  let  us  turn  to  others  who  are  concerned  about  the  future  of  the  REA  pro¬ 
gram  and  who  have  been  in  a  position  to  observe  the  program’s  progress,  problems, 
and  prospects.  I  wish  to  refer  only  to  a  few  examples. 

A  number  of  Members  of  Congress  in  both  the  House  and  the  Senate  have 
studied  the  situation  which  the  legislation  you  have  before  you  is  intended  to 
correct.  I  believe  it  is  significant  that  a  great  many  of  them  have  spoken  out 
in  support  of  the  legislation. 

Three  weeks  ago  yesterday  morning,  Speaker  Rayburn  told  the  delegates  at 
our  annual  meeting,  and  I  quote:  “We  in  the  Congress  *  *  *  intend,  if  fighting 
will  do  the  job,  if  using  reason  and  good  common  sense  will  do  the  job,  to  keep 
rural  electrification  on  the  track  it  has  been  running  on  for  nearly  25  years. 

“We  do  not  believe  that  this  should  be  administered  by  any  Cabinet  officer, 
but  we  believe  it  should  be  administered  by  an  administrator  appointed  for  the 
purpose  for  which  he  should  be,  and  one  whose  vital  interest  is  in  this  program. 

“And  we  are  going  to,  in  my  opinion,  pass  a  law  at  an  early  date  that  will  do 
that  very  thing.” 

That  is  what  Speaker  Rayburn  said  3  weeks  ago  about  the  legislation  you 
are  now  considering  before  this  committee. 

Let  us  turn  to  another  eminent  figure  in  the  Congress :  Senator  Lyndon  B. 
Johnson,  the  majority  leader  in  the  Senate,  who  stated  there,  and  I  quote : 

“They  want  to  do  three  things,”  the  Senator  told  the  rural  electric  represent¬ 
atives.  “Raise  the  interest  rates,  send  you  down  the  chute  to  the  Wall  Street 
bankers,  and  be  sure  that  Secretary  of  Agriculture  Benson  is  leaning  over  the 
Administrator’s  shoulder  to  see  that  the  co-ops  dont’  get  a  fair  shake  of  the 
dice.  They  are  not  going  to  do  any  of  these  three  things. 

“We  are  not  going  to  raise  the  interest  rates.  We  are  not  going  to  require 
you  to  go  to  Wall  Street  for  your  money.  And  we  are  going  to  pass  Hubert 
Humphrey’s  bill  that  gives  the  REA  Administrator  the  power  Congress  in¬ 
tended  him  to  have,  and  that  he  ought  to  have.” 

That  was  Senator  Johnson’s  statement.  As  you  know,  the  Humphrey  bill 
and  the  Price  hill  are  identical. 

The  two  gentlemen  I  have  quoted  are,  of  course,  Democrats.  However,  many 
Republicans,  too,  have  spoken  out  against  Benson’s  actions  with  regard  to  REA. 
This  is  not  a  partisan  issue ;  it  is  an  REA  issue. 

Let  me  quote  from  Senator  Young  of  North  Dakota,  who  spoke  on  the  subject 
of  rural  electrification  in  Des  Moines  a  few  months  ago : 

“One  of  the  major  reasons  why  the  Rural  Electrification  Administration  has 
been  so  successful  in  meeting  farmers’  needs  is  because  it  has  always  enjoyed 
considerable  freedom  of  action  in  making  loans,  and  otherwise.  There  is  no 
justification  for  limiting  the  power  and  jurisdiction  of  the  administration  of 
REA.  I  don’t  know  abuses  that  would  warrant  such  action.” 

What  these  congressional  leaders  who  are  long-time  friends  of  REA  have  to 
say  can  be  amplified  by  many  other  statements.  They  are  all  concerned  about 
what  has  happened  to  REA  as  a  result  of  Secretary  Benson’s  action.  Then  add 
to  this  the  resolutions  that  I  cited  earlier,  because  they  represent  the  judgment 
of  rural  electric  managers,  directors,  and  members  from  every  part  of  the  coun¬ 
try,  and  you  have  a  strong  and  widespread  expression.  You  are  hearing  the 
voices  of  leaders  in  Government  and  of  thousands  upon  thousands  of  farmers 
and  rural  people  who  are  in  the  program.  They  are  all  deeply  concerned  or  they 
would  not  have  taken  the  action  they  did  or  made  the  statements  that  they  have. 

Rural  electrification  needs  an  aggressive  and  sympathetic  REA.  This  is  vir¬ 
tually  as  important  today  as  two  decades  ago. 

In  the  first  place  the  program  is  confronted  by  the  challenge  of  an  ever-growing 
demand  for  power  from  the  farmers  and  rural  people  who  are  the  consumers. 
The  use  of  power  is  doubling  every  5  to  7  years.  This  is  tremendous — even  for 
the  fast-growing  electric  industry. 

Keeping  up  with  such  a  demand  puts  a  heavy  load  on  the  rural  electric  sys¬ 
tems,  as  it  would  any  business.  But  the  load  is  particularly  heavy  due  to  the 
many  unique  handicaps  the  program  has  imposed  upon  these  systems.  I  will 
list  them  briefly  to  illustrate  the  point  and  to  show  why  it  is  important  to  have 
the  kind  of  REA  we  have  had. 
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(1)  The  act  prohibits  us  from  using  REA  loans  to  serve  any  of  the  most 
profitable  part  of  the  power  industry  market;  i.  e.,  we  are  prohibited  from 
going  into  the  thickly  settled  villages  and  towns  of  over  1,500  population. 

(2)  The  act  prohibits  us  from  serving  what  is  usually  the  best  of  the  rural 
power  market ;  i.  e.,  we  are  prohibited  from  serving  anyone  already  served  even 
where  we  could  do  it  more  economically  than  anyone  else.  After  the  act  was 
passed,  but  before  we  were  able  to  get  underway,  the  profit  power  companies, 
with  their  spite-line  and  cream-skimming  tactics,  took  the  best  and  left  the  rest 
to  us. 

(3)  The  law  requires  us  to  serve  all  the  unserved  in  our  areas,  whether  they 
pay  their  own  way  or  not.  And  many  of  them  don’t,  at  present  levels  of  con¬ 
sumption.  This  requirement  of  Congress  was  a  social  decision,  not  an  economic 
decision. 

(4)  The  act  requires  repayment  of  REA  loans — plus  interest.  This  we  are 
happy  to  do,  but  the  only  way  we  can  do  it  is  to  add  onto  the  consumer- 
member’s  power  bills  proportionate  amounts  to  equal  the  required  repayment  to 
Uncle  Sam.  This  constitutes  an  extreme  burden  because,  by  comparison,  the 
power  companies  never  liquidate  their  indebtedness  but  continue  to  float  it  in 
perpetuity. 

(5)  Our  rural  construction  is  more  exposed  to  the  hazards  of  the  elements 
than  city  construction. 

(6)  About  85  percent  of  our  systems  still  don’t  have  their  own  complete  source 
of  power  supply  and  nearly  50  percent  of  them  are  at  the  mercy  of  usually  one, 
often  unfriendly,  source.  There  is  no  open  market  in  wholesale  power  from 
which  we  can  purchase  our  supply. 

(7)  In  most  States  the  legal  situation,  our  economic  disadvantages,  and  the 
bias  of  regulatory  commissions  encourage  the  power  companies  to  raid  our  terri¬ 
tory  and  take  our  larger  users,  while  we  are  prohibited  legally  from  doing  the 
same  to  them,  even  if  we  could  do  it  otherwise.  The  spider  bites,  but  can’t  be 
bitten. 

(8)  Because  we  must  be  co-ops  or  public  power  districts — whose  incentive  is 
service,  not  profit — we  apparently  must  stay  small  by  comparison  with  the  ever- 
merging  profit  company  giants.  And  yet  we  can  stay  out  of  the  merger  trend 
and  survive  only  by  merging  more  of  our  common  services.  We  have  not  yet 
devised  enough  ways  to  pool  our  services  to  cut  costs  and  otherwise  improve 
our  operations. 

(9)  Because  of  our  small  size,  our  comparatively  low  average  use,  and  our 
predominantly  rural  character,  we  have  neither  a  favorable  diversity  of  electric 
use  nor  a  relatively  good  load  factor. 

(10)  And  because  of  both  our  small  size  and  our  other  economic  disadvan¬ 
tages,  we  don’t  have  the  necessary  funds  for  experimentation,  research,  and 
studies  which  might  help  us  to  more  efficiently  overcome  these  handicaps — or 
even  to  stand  off  the  mass  propaganda  and  lobbying  campaigns  of  our  opponents 
while  we  solve  our  other  problems. 

(11)  And  finally,  we  carry  the  burden  of  simultaneously  protecting  the  REA 
Act  against  Administration  attacks  and  obtaining  from  Congress  adequate  new 
loan  funds,  even  as  we  repay  our  existing  loans. 

Potent  evidence  that  these  handicaps  could  constitute  back-breaking  burdens 
is  contained  in  two  significant  facts : 

(1)  our  systems  still  have  less  than  20  percent  member  equity,  and 

(2)  the  trend  in  the  number  of  systems  failing  to  make  debt  service  is 
not  good. 

More  systems  each  year  do  not  take  in  enough  revenue  to  cover  operating 
expenses,  set  aside  a  proper  amount  for  depreciation  and  replacement  and  make 
their  scheduled  REA  loan  repayments.  So,  in  order  to  make  their  required 
repayments  to  REA,  they  have  no  choice  but  to  fail  to  set  aside  adequate 
depreciation  reserves.  If  this  trend  is  not  reversed,  it  could  be  fatal,  as  thou¬ 
sands  of  old  farm  telephone  mutuals  across  the  land  could  testify. 

Through  the  years  we  have  been  fortunate  in  having  capable  Administrators 
in  REA.  President  Eisenhower  has  appointed  two  of  them,  both  able  men 
capable  of  carrying  out  the  intent  of  the  Congress.  This  they  did  until  about 
a  year  and  a  half  ago  when  the  Secretary  of  Agriculture  moved  in. 

In  my  testimony  before  this  subcommittee  on  last  year’s  Price  bill  last  June, 
I  described  what  had  happened  in  REA  to  bring  about  the  grave  threat  that 
now  hangs  over  the  program.  I  pointed  out  that  many  members  of  Congress 
had  expressed  a  fear  of  this  development  at  the  time  the  Reorganization  Plan 
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No.  2  was  under  consideration  in  1953.  They  were  apprehensive  about  giving 
the  Secretary  of  Agriculture  the  authority  to  reorganize  REA.  For  example, 
Senator  Russell,  Senator  Murray,  and  Senator  Johnson  back  in  1953  expressed 
their  concern  that  the  Secretary  of  Agriculture,  if  given  the  power,  would  some 
day  make  changes  in  the  REA  program,  and  the  Congress  would  learn  about  it 
after  the  deed  was  done. 

This,  of  course,  was  just  exactly  what  happened  when  Secretary  Benson  took 
unto  himself  the  loan-making  powers  that  for  more  than  20  years  had  been 
exercised  by  the  Administrator  of  the  REA. 

I  will  not  now  take  the  time  to  review  the  chronology  that  led  up  to  the  secret 
order  issued  in  May  or  June  1957  which  stripped  the  Administrator  of  the 
powers  he  had  previously  exercised  to  make  loans  without  interference.  I  out¬ 
lined  that  in  detail  to  this  committee  last  year. 

THE  MASTER  PLAN 

This  Benson  secret  order  fits  right  into  a  master  plan  that  in  my  opinion  has 
for  its  objective  the  ultimate  destruction  of  the  REA  program  as  we  have  known 
it  and  seen  it  function  so  successfully  during  the  last  24  years.  All  this  is  spelled 
out  step  by  step  in  my  statement  of  last  June.  Because  this  statement  is  even 
more  to  the  point  today  than  it  was  then,  I  should  like  to  request,  Mr.  Chair¬ 
man,  that  my  statement  before  this  committee  last  year  be  inserted  in  the  record 
as  a  part  of  my  testimony  on  this  occasion. 

This  will  make  it  unnecessary  for  me  now  to  review  any  more  of  the  back¬ 
ground  other  than  to  make  these  two  points : 

First,  not  a  single  statement  that  I  included  in  that  presentation  last  June 
has  been  successfully  challenged  by  Secretary  Benson  or  any  of  his  lieutenants. 

Second,  actions  that  we  have  seen  since  that  time  and  documents  that  have 
come  to  light  since  that  time,  all  tend  to  substantiate  everything  I  said. 

Take  for  example,  last  summer’s  ruling  by  the  Comptroller  General  who  was 
appointed  by  President  Eisenhower  to  head  the  General  Accounting  Office  after 
he  had  served  on  the  Atomic  Energy  Commission.  I  believe  it  is  significant 
that  he  was  on  the  AEC  long  enough  to  help  launch  the  ill-fated  Dixon- Yates 
scandal.  Last  summer  as  Comptroller  General  this  same  man  tried  to  rewrite 
the  REA  law  in  a  way  that  could  have  stopped  all  rural  electrification  growth 
in  its  tracks.  He  went  so  far  in  fact  that  even  Secretary  Benson  found  it  too 
raw  and  revolted.  It  is  to  Secretary  Benson’s  credit  that  he  joined  with  us  in 
protesting  the  Comptroller  General’s  ruling. 

I  believe  that  it  is  pertinent  to  your  consideration  of  REA  and  its  present 
situation  that  you  have  available  to  you  the  Comptroller  General’s  ruling  of 
July  21  of  last  year  as  well  as  our  lawyer’s  analysis  of  this  treacherous  docu¬ 
ment.  Therefore  I  would  like  to  submit  these  documents  for  the  record. 

The  Comptroller  General’s  REA  ruling,  however,  is  just  one  of  several  devel¬ 
opments  during  recent  months  that  fits  right  into  the  master  plan  I  sketched 
last  June. 

Mr.  Chairman,  and  members  of  the  committee,  I  am  more  convinced  than  ever 
of  the  existence  of  a  master  plan  for  the  destruction  of  REA.  What  is  even 
more  to  the  point,  there  is  in  the  Department  of  Agriculture  today  a  detailed 
blueprint  that  outlines  plans,  names,  places,  and  dates  as  to  how  parts  of  the 
master  plan  are  to  be  sold  to  the  co-ops,  to  the  Congress,  and  to  the  country. 

What  significance  does  this  have  regarding  the  legislation  that  you  have 
under  consideration?  Just  this:  One  of  the  steps  in  the  master  plan  is  the  sub¬ 
jugation  of  the  REA  Administrator.  This  step  has  been  carried  out.  For 
many  months  now  the  able  REA  Administrator  has  been  a  captive  Administra¬ 
tor.  He  will  deny  this ;  he  has  to  deny  it.  But  he  must  admit  to  the  facts  that 
make  it  so.  He  did  in  fact  admit  it  to  them  before  the  Senate  committee  in 
hearings  on  the  companion  Humphrey  bill  last  year. 

The  reason  is  Secretary  Benson  has  moved  into  full  control  as  far  as  the 
REA  Administrator  is  concerned.  The  most  outstanding  evidence  of  this,  of 
course,  is  this :  the  Administrator  no  longer  can  make  any  major  loan  without 
having  prior  approval  from  the  Secretary’s  Office.  Please  keep  in  mind  that 
the  making  of  loans  used  to  be  the  Administrator’s  only  reason  for  existence — 
or  certainly  the-principal  reason. 

The  REA  Administrator  now  has  to  be  rescued  from  the  domination  of  the 
Secretary  of  Agriculture  if  the  program  is  not  going  to  be  seriously  impaired. 

The  Price  bill,  I  believe,  will  correct  this  situation — as  nearly  as  it  can  be 
corrected  by  law. 
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The  Secretary’s  move  against  REA  has  put  fear  into  the  hearts  of  our  people. 
Those  of  you  who  heard  their  testimony  here  last  year  will  recall  their  state  of 
mind. 

Enough  has  already  happened,  we  feel, to  justify  our  apprehensions,  although 
all  of  us  recognize  that  the  congressional  spotlight  this  subcommittee  and  its 
counterpart  in  the  Senate  turned  on  many  months  ago  has  kept  Benson  and 
company  in  check. 

FEAR  FOR  THE  FUTURE 

However,  we  don’t  find  any  comfort  in  that,  because  we  recall  how  Secretary 
Benson  in  1953  assured  Congress  that  he  would  make  no  major  changes  in  REA 
without  first  consulting  with  Congress  and  with  citizen  organizations  most  con¬ 
cerned.  Despite  this  assurance,  he  went  ahead  with  his  changes  when  the  time 
suited  him.  Fie  did  not  keep  his  word. 

What  will  Benson  do  after  you  have  adjouxmed  this  session  of  Congress? 

Our  people  are  l-eally  afraid  of  what  can  happen  if  safeguards  are  not  in¬ 
stalled  now.  It’s  the  future  that  frightens  them. 

We  all  remember  the  wise  old  saying  that  the  time  to  lock  the  barn  door  is 
before  the  horse  is  stolen.  Well,  a  large  part  of  the  horse  is  already  out,  but  it 
can  still  be  recovered. 

Let  us  curb  the  Secretary’s  power  over  REA  loans  before  anything  more 
di-astic  happens  to  injure  the  program. 

In  my  testimony  last  year  I  described  in  detail  why  and  how  the  Seei'etary  of 
Agriculture  clipped  the  Administrator’s  loan  power  apparently  in  order  to  stop 
a  single,  important  loan.  The  loan  was  stopped.  It  has  not  been  made  to  this  day. 
I  have  heard  all  kinds  of  excuses  as  to  why  the  loan  has  not  been  made.  How¬ 
ever,  the  fact  remains  that  it  has  not  been  made. 

Last  year  in  my  testimony  I  made  this  statement :  “I  am  convinced  that  the 
Indiana  co-ops  will  never  build  that  generation  and  ti’ansmission  system  as  long 
as  Secretai’y  Benson  is  the  de  facto  Administrator  of  REA.” 

Now,  I  repeat  that  prediction. 

The  stopping  of  this  loan  was  not  the  only  damage  that  the  Secretai-y’s  action 
brought  about. :  The  following  developments,  I  believe,  ai'e  equally  important 
and  will  have  much  more  far-reaching  effects  upon  the  program’s  future : 

1.  The  weakening  of  congressional  control  over  REA. 

2.  The  injection  of  a  new  and  unexplained  element  into  the  loan  procedure, 
causing — as  a  minimum — uncertainty,  fear,  and  inevitable  delay. 

3.  The  exposure  of  the  REA  program  to  political  manipulation. 

4.  The  loss  of  direct  access  by  the  co-ops  to  the  real  Administrator,  and  his 
inability  to  make  loan  commitments  on  the  spot — either  in  the  field  or  in  his 
office. 

5.  The  creation  of  additional  and  unnecessary  redtape,  and  duplication  and 
bureaucracy. 

These  developments  in  REA  are  bound  to  take  their  toll.  And  they  would 
take  this  regardless  of  who  is  Secretary  of  Agidculture.  My  statements  regarding 
the  need  for  maintaining  the  REA  loanmaking  power  in  the  hands  of  the  Ad¬ 
ministrator,  where  Congress  put  the  power,  have  nothing  to  do  with  Mr.  Benson 
personally,  the  color  of  his  hair,  or  the  brand  of  his  politics.  I  believe  it  is 
important  to  have  the  Administrator— who  is  appointed  by  the  President  and 
confirmed  by  the  Senate — serve  as  the  real  Administrator,  whether  you  have 
Benson,  Brannan,  Wiekard,  or  the  man  who  one  day  will  succeed  Benson. 

WHAT  THE  PRICE  BELL  DOES 

The  legislation  that  you  have  before  you,  in  my  opinion,  will  reestablish  what 
I  am  personally  convinced  has  been  Congress’  intent  dui-ing  the  last  20  years :  To 
have  the  REA  Administrator  empowei-ed  to  approve  or  disapprove"  all  REA 
loans  without  outside  political  interference. 

The  Price  bill  declares:  “*  *  *  any  action  of  the  Administrator  of  the  Rural 
Electrification  Administi-ation  with  respect  to  the  approval  or  denial  of  loans 
authorized  to  be  made  under  the  provisions  of  the  Rural  Electrification  Act  of 
1936,  as  amended,  shall  be  the  sale  responsibility  of  the  Administrator.” 

That  is  all  the  bill  does.  It  does  not  take  REA  out  of  the  Department  of 
Agidculture.  It  does  not  set  up  REA  as  a  new  and  separate  agency.  It  simply 
declares  that  the  REA  Administrator’s  power  to  make  individual  loans  shall  not 
be  interfered  with  by  anyone.  This  is  not  an  extreme  approach  but  a  moderate 
one. 
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In  the  original  REA  Act,  Congress  put  final  authority  for  individual  loans 
in  the  hands  of  the  Administrator,  an  official  appointed  by  the  President  for 
a  10-year  term,  confirmed  by  the  Senate.  This  provided  for  good,  efficient 
administration  because  it  kept  decisions  that  should  be  made  on  the  basis  of 
legal,  economic,  and  technical  standards  from  being  affected  by  political  con¬ 
siderations.  Under  the  Price  REA  bill,  the  Secretary  of  Agriculture  will  retain 
overall  direction  of  REA  as  an  agency  of  the  Department,  hut  these  will  be  in 
areas  that,  the  Congress  can  and  does  review  regularly — as,  for  example,  the 
budget.  Under  the  bill,  however,  the  Administrator  will  be  solely  responsible 
for  decisions  about  individual  loans. 

We  urge  this  committee  and  this  Congress  to  pass  H.R.  1321  with  all  speed. 
We  are  convinced  that  to  do  so  will  mark  the  restoration  of  a  successful  REA 
program.  The  REA  program  has  enjoyed  phenomenal  success.  Farm  electri¬ 
fication  has  gone  from  10  percent  to  more  than  95  percent.  Three  billion  dollars 
in  sound  loans  have  been  made  and  already  $1  billion  have  been  paid  back  to 
Uncle  Sam.  What  the  Price  bill  will  do  is  restore  REA  to  the  kind  of  sound 
operation  that  during  the  last  24  years  achieved  the  record  of  which  we  are  all 
so  proud. 


Comptroller  General  of  the  United  States, 

Washington,  J uly  21, 1958. 

The  Honorable  the  Secretary  of  Agriculture. 

Dear  Mr.  Secretary  :  Reference  is  made  to  our  letters  of  October  28,  1957, 
and  April  14,  1958  (B-134138),  to  you,  concerning  a  loan  of  $11,173,000  made 
by  the  Rural  Electrification  Administration  (REA)  to  the  Central  Iowa  Power 
Cooperative  (CIPCO),  part  of  the  proceeds  ($120,000)  of  which  was  to  be  used 
to  enable  CIPCO  to  furnish  power  to  a  member  cooperative  for  resale  by  the 
member  to  Lehigh  Sewer  Pipe  &  Tile  Co.  (Lehigh),  Lehigh,  Iowa. 

The  record  before  us  discloses  that  the  loan  in  question  was  approved  by 
the  Acting  Administrator,  Rural  Electrification  Administration,  on  September 
9,  1955,  for  the  purpose  of  financing  the  construction  by  CIPCO  of  certain 
electric  generation  and  transmission  facilities  including  one  44,000  kilowatt 
generating  unit,  128  miles  of  115  kilovolt  transmission  line,  176.5  miles  of  34.5 
kilovolt  transmission  line,  and  related  substation  and  switching  facilities,  for 
the  purpose  of  furnishing  electric  energy  to  CIPCO’s  eight  REA-financed 
member  cooperatives.  Included  in  the  176.5  miles  of  34.5  kilovolt  transmission 
line  were  20  miles  designated  the  Lehigh  Tap,  the  purpose  of  which  was  to 
enable  CIPCO  to  furnish  one  of  its  member  cooperatives,  Greene  County  Rural 
Electrification  Cooperative  (Greene  County),  a  supply  of  power  for  a  large 
powerload  in  the  vicinity  of  Lehigh,  Iowa.  The  large  powerload  needed  in  the 
vicinity  of  Lehigh  apparently  was  for  a  new  building  or  plant  that  Lehigh  pro¬ 
posed  to  construct  near  an  existing  plant  it  owned.  The  cost  of  this  20  miles 
of  line  was  estimated  at  $120,000. 

Your  Department,  by  letter  dated  December  3,  1957,  advised  us  that  the  loan 
was  made  pursuant  to  the  Rural  Electricfication  Act  of  1936,  as  amended,  7 
U.S.C.  901-924,  and  in  accordance  with  the  administrative  findings  required  by 
section  4  of  that  act  (7  U.S.C.  904).  This  latter  code  section  provides,  in 
pertinent  part,  as  follows : 

“The  Administrator  is  authorized  and  empowered  *  *  *  to  make  loans  for 
rural  electrification  *  *  *  for  the  purpose  of  financing  the  construction  and 
operation  of  generating  plants,  electric  transmission  and  distribution  lines  or 
systems  for  the  furnishing  of  electric  energy  to  persons  in  rural  areas  who  are 
not  receiving  central  station  service  *  *  [Emphasis  added.] 

Section  2  of  the  same  act  (7  U.S.C.  902)  also  contains  an  unserved  person  or 
central  station  service  limitation. 

The  record  discloses  that  a  plant  of  Lehigh  located  on  a  tract  of  ground  outside 
the  town  of  Lehigh,  Iowa,  was  being  furnished  25-cycle  electric  service  by  the 
Fort  Dodge,  Des  Moines,  &  Southern  Railway  Co.  (the  predecessor  of  the  Iowa- 
Illinois  Gas  &  Electric  Co.)  at  the  time  the  loan  to  CIPCO  was  made.  Prior  to 
the  making  of  the  above-referred-to  loan  Lehigh  decided  to  build  another  building 
or  plant  on  the  same  tract  of  ground  approximately  160  feet  away  from  its  exist¬ 
ing  plant  and  operate  both  plants  or  buildings,  apparently  as  separate  entities. 
Lehigh  contemplated  using  machinery  in  the  new  plant  which  would  require 
60-cycle  electric  service.  It  appears  that  by  letter  dated  May  19,  1955,  the  rail¬ 
way  company  offered  to  supply  60-cycle  electric  service  to  Lehigh.  Further,  it 
appears  from  the  record  that  the  railway  company  again,  orally,  on  September 
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28,  1955,  offered  to  furnish  Lehigh  60-cycle  service  for  its  proposed  new  plant 
and  confirmed  such  offer  in  writing  by  letter  dated  October  4,  1955.  Lehigh, 
however,  apparently  did  not  desire  to  accept  such  service  from  the  railway  com¬ 
pany  on  the  ground  that  the  rate  quoted  by  the  company  would  prevent  Lehigh 
from  producing  its  products  at  a  competitive  price.  Lehigh  therefore  entered 
into  negotiations  with  Greene  County  for  60-cycle  service  and  subsequent  to  the 
date  of  the  above-referred-to  loan  entered  into  a  contract  with  Greene  County 
for  such  service. 

Greene  County  in  October  1955,  in  accordance  with  its  REA  loan  agreements, 
submitted  for  REA  approval  a  contract  for  electric  service  between  it  and  Le¬ 
high.  Also,  CIPCO  submitted  plans  and  specifications  providing  for  construction 
of  the  Lehigh  tap  to  serve  Greene’s  new  substation.  It  appears  that  the  pro¬ 
posed  electrict  service  to  Lehigh  was  the  principal  justification  for  the  trans¬ 
mission  line  tap  and  new  substation.  As  indicated  above  the  funds  ($120,000) 
for  construction  of  this  line  were  included  in  the  $11,173,000  loan  made  by  REA 
to  CIPCO  on  September  9,  1955.  It  appears  from  the  record  that  the  power 
contract  was  returned  to  Greene  without  approval  in  November  1955,  and  that 
REA  approveal  to  construct  the  transmission  line  and  substation  was  also  with¬ 
held.  Apparently  REA  withheld  approval  of  the  power  contract  and  construc¬ 
tion  of  the  Lehigh  tap  on  the  ground  that  Lehigh  was  already  receiving  “central 
station  service”  from  the  railway  company,  since,  as  indicated  above,  the  record 
discloses  that  Lehigh  at  its  existing  plant  was  receiving  25-cycle  service  from 
that  company. 

In  April  1956,  Greene  County  and  CIPCO  again  requested  approval  of  a  con¬ 
tract  for  electric  service  between  Greene  County  and  Lehigh,  and  apparently  REA 
approval  to  use  $120,000  of  the  loan  funds  to  construct  the  Lehigh  tap.  It  further 
appears  from  the  record  that  the  Greene  County-Lehigh  power  contract  was  ap¬ 
proved  in  June  of  1956  together  with  the  approval  of  the  proposed  construction  of 
the  Lehigh  tap.  The  basis  for  this  approval  is  explained  by  your  Department  in 
a  letter  to  us  dated  May  5,  1958,  signed  by  Mr.  K.  L.  Scott,  Director,  Agricultural 
Credit  Services,  as  follows : 

“A  study  of  the  debates  in  Congress  and  the  committee  hearings  indicates  that 
this  provision  was  inserted  because  of  a  legislative  intent  to  exclude  loans  for 
the  purpose  of  paralleling  existing  systems  and  thus  creating  competition  with 
established  utilities.  *  *  * 

******* 

“*  *  *.  It  seems  clear  from  the  legislative  history  that  the  intent  of  the 
limitation  was  to  prevent  loans  that  would  create  federally  financed  competition 
with  existing  utility  enterprises.  *  *  * 

“Where  the  effect  of  a  proposed  loan,  regardless  of  its  essential  purpose, 
would  be  to  substitute  a  competitive  REA-financed  service  to  persons  already 
served,  the  loan  may  not  be  made.  For  example,  it  is  my  opinion  that  a  com¬ 
peting  line  could  not  be  financed  even  though  it  were  only  a  small  part  of  a 
system  designed  to  reach  unserved  persons  and  even  though  the  project  could 
not  properly  be  developed  without  such  competing  line.  *  *  * 

******* 

“In  the  above  analysis  I  have  endeavored  to  delimit  and  point  the  issue  by 
reference  to  situations  which  fall  clearly  within  the  implied  prohibition  of  the 
clause  here  under  discussion:  (1)  The  financing  of  facilities  which  compete  di¬ 
rectly  with  existing  business,  regardless  of  the  fact  that  such  competing  facilities 
might  contribute  materially  to  the  construction  of  a  system  to  serve  unscrved 
persons:  *  *  *”  [Emphasis  supplied.] 

Also,  in  this  same  connection,  note  the  following  sttaements  made  on  the 
floor  of  the  House  and  Senate  during  debate  on  the  bill  which  became  the  Rural 
Electrification  Act  of  1936,  as  they  appear  in  the  Congressional  Record,  volume 
80 1 

“Mr.  MoNary.  I  have  my  own  idea  as  to  the  interpretation  and  definition 
of  the  expression  ‘electrification  of  rural  areas  not  receiving  central-station 
electric  light  and  power  service.’  What  interpretation  does  the  Senator  place 
upon  that  language?  Could  he  illustrate  it? 

¥rllN0ERIS  <autllor  of  the  bill).  That  means,  as  I  understand,  and  as  I 
think  the  present  administration  is  now  doing,  that  there  will  not  be  set  up  an 
organization  and  money  loaned  to  it  for  the  purpose  of  electrifying  a  rural  area 
which  is  now  supplied.  There  are  now,  of  course,  a  large  number  of  rural 
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districts  already  supplied  with  electricity  from  central  power  stations.  *  *  * 
[Emphasis  added.] 

“Mr.  McNaky.  We  probably  are  together  generally,  but  under  the  language 
used,  it  seems  to  me,  where  a  plant  is  now  in  existence  which  is  adequately  sup¬ 
plying  a  certain  area  with  electricity  none  of  the  money  provided  by  the  bill 
could  be  used  for  that  purpose.  [Emphasis  added.] 

“Mr.  Norris.  That  is  as  I  understand  it. 

******* 

“Mr.  McNary.  I  think  we  want  a  definite  meaning  fixed,  because  I  think  it  is 
an  important  proposition.  The  prohibition  would  relate  to  a  central  station 
furnishing  light  and  power  in  an  area  that  is  now  enjoying  adequate  service. 
Is  that  the  Senator’s  interpretation? 

“Mr.  Norris.  Yes.  (80  Congressional  Record  27,51,  pt.  3.) 
******* 

“Mr.  Norris.  The  Senator  says  ‘come  in  competition.’  They  would  not  come 
in  competition  with  farms  already  supplied.  They  might  come  in  competition 
with  the  central  power  station. 

“Mr.  King.  That  is  not  my  question. 

“Mr.  Norris.  There  is  no  intention  of  going  into  a  farming  community  which 
is  already  supplied  with  electric  current  and  forming  farm  organizations  there 
and  having  them  built  up  to  go  into  competition,  as  the  Senator  suggests,  with 
farmers  who  are  already  getting  their  electric  current  from  a  central  station 
(80  Congressional  Record  2752,  pt.  3.) 

******* 

“Mr.  King.  *  *  *  I  may  say  that  my  understanding  of  the  bill  was  that  its 
primary  and  only  purpose  was  to  take  care  of  farmers  who  did  not  have  elec¬ 
trical  facilities.  [Emphasis  added.] 

******* 

“Mr.  Walsh.  That  infers,  of  course,  that  there  is  no  competition  with  any 
existing  private  or  municipal  plant. 

“Mr.  Norris.  Yes. 

******* 

“Mr.  Walsh.  That  is  what  I  understand  to  be  the  main  purpose  of  the  bill; 
that  in  rural  sections  where  private  enterprise  has  not  undertaken  to  furnish 
light  or  where  a  municipality  has  not  done  so,  there  will  be  opportunities  given 
for  groups  of  individuals,  or,  as  the  Senator  says,  in  some  cases  a  town  or  mu¬ 
nicipality  itself,  to  set  up  in  such  rural  sections  units  for  lighting  purposes. 
(80  Congressional  Record  3305,  3306,  pt.  3.) 

******* 

“The  findings  and  determinations  made  by  REA  with  respect  to  the  use  of 
loan  funds  in  this  case  are  summarized  in  an  affidavit,  copy  of  which  is  enclosed, 
filed  in  the  United  States  District  Court  for  the  District  of  Columbia  by  Fred 
H.  Strong,  Deputy  Administrator,  REA.  Mr.  Strong’s  affidavit  states  in  part 
that  ‘an  administrative  determination  was  made,  pursuant  to  7  U.  S.  C.  904,  that 
Lehigh,  at  its  new  plant,  was  not  receiving  central  station  electric  service.’  It 
thus  appears  that  REA  did  not  base  its  determination  on  the  nonavailability  of 
power  from  another  supplier,  but,  as  reflected  in  Mr.  Strong’s  affidavit,  on  the 
fact  that  the  new  plant  was  a  person  not  receiving  central  station  electric  serv¬ 
ice.”  [Emphasis  added.] 

It  appears  from  the  Department’s  letter  to  us  dated  December  3,  1957,  that 
the  determination  that  Lehigh’s  so-called  “new  plant”  was  a  person  not  receiv¬ 
ing  central  station  service  was  based  on  certain  facts  presented  by  Greene 
County  and  CIPCO  to  the  effect  that  the  “proposed  contract  contempalted  serv¬ 
ice  not  to  the  existing  Lehigh  plant  nor  to  an  extension  of  or  addition  to  the 
existing  plant,  but  to  a  completely  new,  separate  and  independent  plant.” 
Moreover,  your  Department  contends,  in  effect,  that  even  if  Lehigh  is  considered 
a  single  person  with  respect  to  its  old  and  new  plan,  at  the  time  the  loan  was 
made,  September  9,  1955,  an  administrative  finding  on  the  assumed  facts,  that 
Lehigh  was  not  receiving  adequate  central  station  service  from  the  railway 
would  have  been  administratively  justifiable  and  legally  supportable.  See  your 
Department’s  above-referred-to  letter  of  May  5, 1958. 


56 


MODIFYING  REORGANIZATIONS  PLANS 


It  is  clear  from  the  above  quoted  provisions  of  section  4  of  the  Rural  Electri¬ 
fication  Act  of  1936,  as  amended  (7  U.S.C.  904),  and  also  from  section  2,  that 
the  Administrator  has  no  authority  to  make  a  loan  for  the  purpose  of  furnishing 
electric  services  to  persons  in  rural  areas  who  are  receiving  central  station 
service.  The  question  as  to  whether  the  basic  purpose  of  a  proposed  loan  in 
a  particular  case  is  to  provide  electric  service  to  unserved  persons  in  rural  areas 
is  a  matter  primarily  for  determination  administratively  after  a  thorough  con¬ 
sideration  of  the  pertinent  facts  and  circumstances  in  the  case  in  the  light  of 
the  pui-pose  and  intent  of  the  Congress  in  including  the  central  station  service 
limitation  in  sections  2  and  4.  However,  the  Rural  Electrification  Act  does  not 
appear  to  make  this  determination  final  and  conclusive. 

It  may  be  that  literally  accepted  the  terminology  of  section  4  (and  section  2) 
is  sufficiently  broad  to  authorize  a  loan  for  the  purpose  of  furnishing  central 
station  electric  service  to  a  person  not  receiving  such  service,  even  though  the 
service  is  available  to  such  person  and  that  the  effect  of  the  loan  will  be  to 
create  competition  with  an  existing  private  utility.  However,  in  construing 
or  considering  the  application  of  a  statute  it  is  permissible  to  look  at  its  evident 
spirit  and  purpose  as  well  as  the  strict  letter  of  the  law  and  the  strict  letter 
must  yield  to  its  evident  spirit  when  this  is  necessary  to  give  effect  to  the  intent 
of  the  Congress. 

The  legislative  history  of  the  central  station  service  limitation  indicates 
that  the  limitation  was  included  because  of  a  legislative  intent  to  exclude  loans 
for  the  purpose  of  paralleling  existing  systems  and  thus  creating  competition 
for  the  established  utilities.  That  this  is  the  purpose  of  the  limitation  was 
acknowledged  by  a  former  Solicitor  of  your  Department  in  Opinion  No.  4506 
dated  November  24.  1942,  appearing  at  page  498,  Rural  Electrification  Planning, 
Hearing  Before  a  Subcommittee  of  the  Committee  on  Interstate  and  Foreign 
Commerce,  House  of  Representatives,  79th  Congress,  1st  session  on  H  R.  1742. 
The  Solicitor  said  in  this  opinion  that — quoting  from  the  opinion  as  it  appears 
in  the  hearing : 

“Mr.  Rayburn.  May  I  say  to  the  gentlemen  that  we  are  not,  in  this  bill,  in¬ 
tending  to  go  out  and  compete  with  anybody.  By  this  bill  we  hope  to  bring 
electrification  to  people  who  do  not  now  have  it.  This  bill  was  not  written  on 
the  theory  that  we  were  going  to  punish  somebody  or  parallel  their  lines  or 
enter  into  competition  with  them.  It  was  our  thought  that  in  the  States  where 
electricity  is  now  generated  and  distributed  the  laws  of  that  State  would  control 
the  rates.  May  I  say  further  that  the  Rural  Electrification  Administration  will 
have  nothing  whatever  to  do  with,  the  rates  that  may  he  fixed  in  these  commu¬ 
nities,  for  the  simple  reason  that  matter  will  he  controlled  hy  State  law.”  [Em¬ 
phasis  added.]  ( 80  Congressional  Record  5283,  pt.  5. ) 

While  the  above  statements  (except  for  Mr.  Rayburn’s)  may  have  been  made 
in  connection  with  the  central  station  service  limitation  in  section  2  of  the  act, 
the  same  limitation  appears  in  section  4.  Thus,  the  quoted  statements  would 
appear  equally  applicable  to  explain  the  intent  of  the  limitation  as  used  in  both 
sections.  Also,  while  the  language  of  section  2,  as  enacted  into  law,  is  somewhat 
different  from  the  language  of  the  section  at  the  time  the  above  statements  (ex¬ 
cept  for  Mr.  Rayburn’s  remarks)  were  made,  the  statements  would  still  appear 
to  be  for  application. 

It  is  clear  from  the  above-quoted  statements  that  the  purpose  of  the  central 
station  service  limitation  was  to  exclude  loans  for  the  paralleling  of  existing 
systems  or  creating  competition  with  existing  facilities  by  prohibiting  the  use  of 
loan  funds  for  construction  of  transmission  lines  and  substations  to  furnish  power 
to  an  area  already  served  by  private  power  companies  when  such  companies  are 
willing  to  provide  adequate  central  station  service  to  persons  within  the  area 
who  are  not  tied  to  the  powerlines. 

As  indicated  above  Lehigh  was  receiving  central  station  service  at  its  existing 
plant  and  apparently  desired  a  modification  or  adjustment  of  that  service  for  its 
Xiroposed  new  building  or  plant.  The  power  supplier  furnishing  the  central  station 
service  to  the  existing  plant  offered  to  furnish  adequate  central  station  to  Le¬ 
high’  proposed  new  plant  located  approximately  160  feet  from  its  existing  plant. 
It  appears  that  this  offer  was  first  made  prior  to  the  date  (September  9,  1955), 
REA  aproved  the  $11,173,000  loan  to  Cipco  and,  of  course,  prior  to  the  date 
REA  determined  Lehigh  at  its  new  plant  was  a  person  not  receiving  central  sta¬ 
tion  service.  In  view  of  these  facts  the  approval  of  the  use  of  $120,000  of  the 
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loan  in  question  for  construction  of  the  Lehigh  tap  had  the  effect  of  making  a 
loan  of  $120,000  for  the  purpose  of  paralleling  an  existing  power  system  and 
creating  competition  with  an  existing  facility.  As  indicated  above  the  only 
reason  Lehigh  refused  to  accept  electric  service  from  the  railway  company  was 
because  Lehigh  felt  that  the  rate  quoted  by  the  company  would  prevent  it  (Le¬ 
high)  from  producing  its  products  at  competitive  prices.  However,  your  De¬ 
partment  advised  us  in  the  letter  of  May  5,  1958,  “The  rate  at  which  service  is 
offered  is,  of  course,  not  a  determining  factor.” 

Since  it  is  clear  from  the  legislative  history  of  the  central  station  service  limi¬ 
tation  that  the  purpose  of  the  limitation  was  to  exclude  loans  which  would  have 
the  effect  referred  to  above  it  is  our  view  that  the  Rural  Electrification  Admin¬ 
istration  disregarded  the  evident  spirit  and  purpose  of  the  Rural  Electrification 
Act  when  it  authorized  the  use  of  $120,000  of  the  loan  funds  for  construction  of 
the  Lehigh  tap. 

However,  aside  from  the  legislative  history  of  the  central  station  service  limi¬ 
tation  we  are  of  the  view  that  where  a  new  building  or  plant  (of  an  industrial 
company)  is  located  approximately  160  feet  from  an  old  building  or  plant  of  the 
same  company  on  the  same  tract  of  ground  and  the  old  plant  is  receiving  central 
station  service  from  a  power  supplier  who  has  offered  to  furnish  adequate  cen¬ 
tral  station  service  to  the  new  plant,  there  appears  little  basis  for  considering  the 
new  plant  a  person  not  receiving  central  station  service  so  as  to  authorize  the 
making  of  a  loan,  or  the  use  of  loan  funds,  under  section  4  of  the  Rural  Electrifica¬ 
tion  Act  for  the  purpose  of  constructing  facilities  to  furnish  electric  service  to  the 
new  plant. 

In  view  of  the  foregoing  there  appears  ample  justification  for  holding  that  the 
portion  of  the  loan  made  for  the  construction  of  the  Lehigh  tap  was  not  author¬ 
ized  and  steps  should  be  taken  by  your  Department  to  reduce  the  $11,173,000  loan 
by  the  amount  advanced  to  construct  the  Lehigh  tap  and  to  recover  immediately 
from  Cipeo  that  amount,  i.e.,  the  amount  advanced  to  construct  the  Lehigh 
tap.  In  the  event  such  action  will  not  be  undertaken  and  you  so  advise,  we  will 
be  required  to  report  the  matter  to  the  Congress. 

Sincerely  yours, 


Joseph  Campbell, 

Comptroller  General  of  the  United  States. 


Resolution — Rural  Electric  Systems  in  Region  I 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Phila¬ 
delphia,  Pa.,  September  30  to  October  1,  1957.  by  rural  electric  systems  operating 
in  the  States  of  Delaware,  Maine,  Maryland,  New  Hampshire,  New  Jersey,  New 
York,  Pennsylvania,  North  Carolina,  Vermont,  and  Virginia : 

“REORGANIZATION  OE  REA 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an 
Administrator  by  the  President,  with  confirmation  by  the  Senate  for  a  10-year 
term  to  insure  nonpartisan,  nonpolitical  administration ;  and 

“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting 
the  proper  congressional  committees  and  other  interested  groups;  and 

“Whereas  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more  be  reviewed  by  persons  outside  REA :  Now,  there¬ 
fore,  be  it 

“Resolved,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA 
which  will  allow  partisan  control ;  we  are  absolutely  opposed  to  this  recent  action 
by  Secretary  Benson  which  threatens  to  make  REA  a  partisan,  political  agency ; 
and  be  it  further 

“Resolved,  That  as  soon  as  the  Congress  reconvenes  in  January  that  a  bill  be 
introduced  and  passed  exempting  REA  from  the  Reorganization  Act  of  1953  and 
that  this  same  bill  stipulate  that  REA  is  to  be  reestablished  on  a  nonpartisan 
basis  as  it  was  prior  to  the  passage  of  the  Reorganization  Act,” 
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Resolution — Rural  Electric  Systems  in  Region  II 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Atlanta, 
Ga.,  October  17-18,  1957,  by  rural  electric  systems  operating  in  the  States  of 
Georgia,  Florida,  and  South  Carolina : 

“REORGANIZATION  OF  REA 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an 
Administrator  by  the  President,  with  confirmation  by  the  Senate  for  a  10-year 
term  to  insure  nonpartisan,  nonpolitical  administration ;  and 
“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to 
a  congressional  committee  to  make  no  changes  in  REA  without  first  consulting 
the  proper  congressional  committees  and  other  interested  groups ;  and 

“Whereas  in  his  letter  to  Senator  Humphrey  dated  August  30,  1957,  Secretary 
Benson  asserts  that  he  has  the  authority  to  “review,  reverse,  amend,  annul,  or 
affirm”  all  proceeding  in  REA  or  other  agencies :  Now,  therefore,  be  it 

“Resolved,  That  we  are  vigorously  opposed  to  this  recent  action  by  Secretary 
Benson  which  threatens  to  make  REA  a  partisan,  political  agency ;  and  be  it 
further 

“Resolved,  That  as  soon  as  the  Congress  reconvenes  in  January,  a  bill  be 
introduced  and  passed  exempting  REA  from  the  Reorganization  Act  of  1953  and 
that  this  same  bill  stipulate  that  REA  is  to  be  reestablished  as  it  was  prior  to 
the  passage  of  the  Reorganization  Act.” 


Resolution — Rural  Electric  Systems  in  Region  III 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Mobile, 
Ala.,  October  14-15,  1957,  by  rural  electric  systems  operating  in  the  States  of 
Alabama,  Mississippi,  Kentucky,  and  Tennessee: 

“REORGANIZATION  OF  REA 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an 
Administrator  by  the  President,  with  confirmation  by  the  Senate  for  a  10-year 
term  to  insure  nonpartisan,  nonpolitical  administration ;  and 

“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting  the 
proper  congressional  committees  and  other  interested  groups ;  and 

“Whereas  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more  be  reviewed  by  persons  outside  REA :  Now,  there¬ 
fore,  be  it 

“Resolved,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA 
which  will  allow  partisan  control ;  we  are  absolutely  opposed  to  this  recent 
action  by  Secretary  Benson  which  threatens  to  make  REA  a  partisan,  political 
agency ;  and  be  it  further 

“Resolved,  That  as  soon  as  the  Congress  reconvenes  in  January,  a  bill  be 
introduced  and  passed  exempting  REA  from  the  Reorganization  Act  of  1953  and 
that  this  same  bill  stipulate  that  REA  is  to  be  reestablished  on  a  nonpartisan 
basis  as  it  was  prior  to  the  passage  of  the  Reorganization  Act.” 


Resolution — Rural  Electric  Systems  in  Region  IV 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Toledo, 
Ohio,  September  16—17,  1957,  by  rural  electric  systems  operating  in  the  States  of 
Ohio,  Indiana,  Michigan,  and  West  Virginia : 

“reorganization  of  rea 

YV  liereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an 
Administrator  by  the  President,  with  confirmation  by  the  Senate  for  a  10-year 
teim  to  insure  nonpartisan,  nonpolitical  administration;  and 
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“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting 
the  proper  congressional  committees  and  other  interested  groups ;  and 

“Whereas  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more  be  reviewed  by  persons  outside  REA  :  Now,  there¬ 
fore,  be  it 

“Resolved,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA: 
we  are  absolutely  opposed  to  this  recent  action  by  Secretary  Benson  which 
threatens  to  make  REA  a  partisan,  political  apency ;  and  be  it  further 

" Resolved ,  That  as  soon  as  the  Congress  reconvenes  in  January  that  a  bill  be 
introduced  and  passed  exempting  REA  from  the  Reorganization  Act  of  1953  and 
that  this  same  bill  stipulate  that  REA  is  to  b?  reestablished  as  it  was  prior  to 
the  passage  of  the  Reorganization  Act.” 


Resolution — Rural  Electric  Systems  in  Region  V 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Spring- 
field,  Ill,.  October  10-11,  1957,  by  rural  electric  systems  operating  in  the  States 
of  Illinois,  Iowa,  and  Wisconsin : 

“REORGANIZATION  OF  REA 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an 
Administrator  by  the  President  with  confirmation  by  the  Senate  for  a  10-year 
term  to  insure  nonpartisan,  nonpolitical  administration ;  and 

"Whereas  Secretary  of  Agriculture  Ez  a  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting 
the  proper  congressional  committees  and  other  interested  groups;  and 

“Whereas  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more  be  reviewed  by  persons  outside  REA  :  Now,  there¬ 
fore,  be  it 

“Resolved,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA 
which  will  allow  partisan  control :  we  are  absolutely  opposed  to  this  recent 
action  by  Secretary  Benson  which  threatens  to  make  REA  a  partisan  political 
agency ;  and  be  it  further 

“ Resolved ,  That  as  soon  as  Congress  reconvenes  in  January  a  bill  be  intro¬ 
duced  and  passed  exempting  REA  from  the  Reorganization  Act  of  1953  and  that 
this  same  bill  stipulate  that  REA  is  to  be  reestablished  on  a  nonpartisan  basis 
as  it  was  prior  to  the  passage  of  the  Reorganization  Act.” 


Resolution — Rural  Electric  Systems  in  Region  VI 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Minneap¬ 
olis,  Minn.,  October  31-November  1,  1957,  by  rural  electric  systems  operating  in 
the  States  of  Minnesota,  North  Dakota,  and  South  Dakota : 

“REORGANIZATION  OF  REA 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an 
Administrator  by  the  President,  with  confirmation  by  the  Senate  for  a  10-year 
term  to  insure  nonpartisan,  nonpolitical  administration :  and 
“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting 
the  proper  congressional  committees  and  other  interested  groups ;  and 

“Whereas  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more  be  reviewed  by  persons  outside  REA :  Now,  there¬ 
fore,  be  it 

“ Resolved ,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA ; 
we  are  absolutely  opposed  to  this  recent  action  by  Secretary  Benson  which 
threatens  to  make  REA  a  partisan,  political  agency :  and  be  it  further 
“ Resolved ,  That  we  urge  that  as  soon  as  the  Congress  reconvenes  in  January 
that  a  bill  be  introduced  and  passed  exempting  REA  from  the  Reorganization 
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Act  of  1953  and  that  this  same  bill  stipulate  that  REA  is  to  be  reestablished  as 
it  was  prior  to  the  passage  of  the  Reorganization  Act." 


Resolution — Rural  Electric  Systems  in  Region  VII 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Chey¬ 
enne,  Wyo.,  September  23-24,  1957,  by  rural  electric  systems  operating  in  the 
States  of  Colorado,  Kansas,  Nebraska,  and  Wyoming : 

‘‘REORGANIZATION  OF  REA 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an 
Administrator  by  the  President  wTith  confirmation  by  the  Senate  for  a  10-year 
term  to  insure  nonpartisan,  nonpolitical  administration ;  and 

‘‘Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting 
the  proper  congressional  committees  and  other  interested  groups ;  and 
“Whereas  in  June  1957  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more  be  reviewed  by  persons  outside  REA :  Now,  there¬ 
fore,  be  it 

“Resolved,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA ; 
we  are  absolutely  opposed  to  this  recent  action  by  Secretary  Benson  which 
threatens  to  make  REA  a  partisan  political  agency,  and  be  it  further 

“Resolved,  That  as  soon  as  the  Congress  reconvenes  in  January  that  a  bill  be 
introduced  and  passed  exempting  REA  from  the  Reorganization  Act  of  1953 
and  that  this  same  bill  stipulate  that  REA  is  to  be  reestablished  as  it  was  prior 
to  the  passage  of  the  Reorganization  Act.” 


Resolution — Rural  Electric  Systems  in  Region  VIII 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  New 
Orleans,  La.,  September  19-20,  1957,  by  rural  electric  systems  operating  in  the 
States  of  Oklahoma,  Arkansas,  Louisiana,  and  Missouri : 

“REORGANIZATION  OF  REA 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an 
Administrator  by  the  President,  with  confirmation  by  the  Senate  for  a  10-year 
term  to  insure  nonpartisan,  nonpolitical  administration  ;  and 
“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting  the 
proper  congressional  committees  and  other  interested  groups ;  and 

“Whereas  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more  be  reviewed  by  persons  outside  REA  ;  and 
“Whereas  in  his  letter  to  Senator  Humphrey  dated  August  30,  1957,  Secretary 
Benson  asserts  that  he  has  the  authority  to  ‘review,  reverse,  amend,  annul,  or 
affirm’  all  proceedings  in  REA  or  other  agencies :  Now,  therefore,  be  it 

“Resolved,  That  we  are  vigorously  opposed  to  this  recent  action  by  Secretary 
Benson  which  threatens  to  make  REA  a  partisan  political  agency ;  and  be  it 
further 

“ Resolved ,  That  as  soon  as  Congress  reconvenes  in  January,  that  a  bill  be  in¬ 
troduced  and  passed  exempting  REA  from  the  Reorganization  Act  of  1953  and 
that  this  same  bill  stipulate  that  REA  is  to  be  reestablished  as  it  was  prior  to 
passage  of  the  Reorganization  Act.” 


Resolution — Rural  Electric  Systems  in  Region  IX 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Port¬ 
land,  Oreg.,  November  4-5,  1957,  by  rural  electric  systems  operating  in  the  States 
of  Washington,  California,  Idaho,  Montana,  Oregon,  Ctah,  and  Alaska : 
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“REORGANIZATION  OF  REA 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an 
Administrator  by  the  President,  with  confirmation  by  the  Senate  for  a  10-year 
term  to  insure  nonpartisan,  nonpolitical  administration ;  and 

“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting 
the  proper  congressional  committees  and  other  interested  groups ;  and 

“Whereas  in  June  1957  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more  be  reviewed  by  persons  outside  REA :  Now,  there¬ 
fore,  be  it 

“Resolved,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA 
which  will  allow  partisan  control ;  we  are  absolutely  opposed  to  this  recent 
action  by  Secretary  Benson  which  threatens  to  make  REA  a  partisan  political 
agency ;  and  be  it  further 

“Resolved,  That  as  soon  as  the  Congress  reconvenes  in  January  a  bill  be  intro¬ 
duced  and  passed  exempting  REA  from  the  Reorganization  Act  of  1953,  and 
that  this  same  bill  stipulate  that  REA  is  to  be  operated  on  a  nonpartisan  basis 
as  it  was  prior  to  the  passage  of  the  Reorganization  Act.’’ 


Resolution — Rural  Electric  Systems  in  Region  X 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Dallas, 
Tex.,  November  9-10,  1957,  by  rural  electric  systems  operating  in  the  States  of 
Texas,  Arizona,  and  New  Mexico : 

Reorganization  of  REA 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an  Ad¬ 
ministrator  by  the  President,  with  confirmation  by  the  Senate  for  a  10-year  term 
to  insure  nonpartisan,  nonpolitical  administration ;  and 

“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting  the 
proper  congressional  committees  and  other  interested  groups ;  and 

“Whereas  in  June  1957,  the  Secretary  failed  to  consult  Congress  or  other  inter¬ 
ested  groups  requiring  that  all  loans  of  $500,000  or  more  be  reviewed  by  persons 
outside  REA :  Now,  therefore,  be  it 

“ Resolved ,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA  which 
will  allow  partison  control ;  we  are  absolutely  opposed  to  this  recent  action  by 
Secretary  Benson  which  threatens  to  make  REA  a  partisan  political  agency :  and 
be  it  further 

“ Resolved ,  That  as  soon  as  the  Congress  reconvenes  in  January  a  bill  be  intro¬ 
duced  and  passed  exempting  REA  from  the  Reorganization  Act  of  1953,  and  that 
this  same  bill  stipulate  that  REA  is  to  be  on  a  nonpartisan  basis  as  it  was  prior 
to  the  passage  of  the  Reorganization  Act.” 


Resolution 

Adopted  at  the  16th  annual  meeting  of  the  National  Rural  Electric  Cooperative 
Association,  Dallas,  Tex.,  February  3-6, 1958 

Reorganization  Plan  No.  2,  U.S.  Department  of  Agriculture 

Whereas  the  current  Secretary  of  Agriculture  has  violated  the  trust  of  the 
Congress  in  regard  to  the  changes  he  has  made  in  the  structure  and  functioning 
of  REA ;  and 

Whereas  REA  can  no  longer  function  efficiently  and  effectively  as  a  result  of  this 
action  by  the  Secretary  of  Agriculture ;  and 

Whereas  this  situation  has  been  brought  about  by  passage  of  the  Reorganization 
Plan  No.  2  of  1953 ;  and 

Whereas  Senator  Humphrey  has  introduced  a  bill,  S.  2990,  providing  “that  sec¬ 
tion  1  of  Reorganization  Plan  No.  2  of  1953  shall  not  hereafter  apply  to  the 
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Rural  Electrification  Administration,  and  there  are  hereby  transferred  to  the 
Administrator  of  the  Rural  Electrification  Administration  all  functions  which 
were  transferred  from  the  Administrator  to  the  Secretary  of  Agriculture  by  such 
reorganization  plan”  :  Now,  therefore,  be  it 

Resolved,  That  we  support  S.  2990  which  would  rectify  the  situation. 


Resolution — Rural  Electric  Systems  in  Region  I 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Burling¬ 
ton,  Vt.,  September  25-26,  1958,  by  rural  electric  systems  operating  in  the  States 
of  Delaware,  Maine,  Maryland,  New  Hampshire,  New  Jersey,  New  York,  Penn¬ 
sylvania,  North  Carolina,  Vermont,  and  Virginia  : 

REA  Reorganization 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an  Ad¬ 
ministrator  by  the  President,  with  confirmation  of  the  Senate  for  a  10-year  term 
to  insure  nonpartisan,  nonpolitical  administration ;  and 

“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting  the 
proper  congressional  committees  and  other  interested  groups ;  and 

“Whereas  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that  all 
loans  of  $500,000  or  more,  and  that  all  loans  of  whatever  amount,  to  new  borrow¬ 
ers  be  reviewed  by  the  Secretary’s  Office ;  and 

“Whereas  Secretary  Benson  has  supported  a  bill  in  Congress  which  would  dras¬ 
tically  increase  interest  rates  and  drive  electric  and  telephone  cooperatives  to 
Wall  Street  for  their  financing :  Now,  therefore,  be  it 
“Resolved,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA ;  and 
be  it  further 

“ Resolved ,  That  as  soon  as  the  new  Congress  convenes  in  1959  a  bill  identical 
or  similar  to  the  Humphrey-Price  bill  of  1958,  which  would  restore  to  the  REA 
Administrator  all  of  the  functions  and  authority  vested  in  him  by  the  original  act 
of  1936,  be  introduced  and  passed.” 


Resolution — Rural  Electric  Systems  in  Region  II 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  St. 
Petersburg,  Fla.,  November  3-4,  1958,  by  the  rural  electric  systems  operating  in 
the  States  of  Georgia,  Florida,  and  South  Carolina  : 

“reorganization  of  rea 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an 
Administrator  by  the  President,  with  confirmation  by  the  Seate  for  a  10-year 
term  to  insure  nonpartisan,  nonpolitical  administration ;  and 
“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting  the 
proper  congressional  committees  and  other  interested  groups ;  and 

“Whereas  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more,  and  that  all  loans  of  whatever  amount,  to  new 
borrowers,  be  reviewed  by  the  Secretary’s  Office ;  and 
“Whereas  Secretary  Benson  has  supported  a  bill  in  Congress  which  would 
drastically  increase  interest  rates  and  drive  electric  and  telephone  cooperatives 
to  Wall  Street  for  their  financing :  Now,  therefore,  be  it  / 

“ Resolved ,  That  as  soon  as  the  New  Congress  convenes  in  1959  a  bill  identical 
or  similar  to  the  Humphrey-Price  bill  of  1958,  as  amended  by  the  House  sub¬ 
committee,  which  would  restore  to  the  REA  Administrator  all  of  the  functions 
and  authority  vested  in  him  by  the  original  act  of  1936,  be  introduced  and 
passed.” 
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Resolution — Rural  Electric  Systems  in  Region  III 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Gatlin- 
burg,  Tenn.,  September  15-16,  1958,  by  rural  electric  systems  operating  in  the 
States  of  Alabama,  Mississippi,  Kentucky,  and  Tennessee : 

“REA  REORGANIZATION 

“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting  the 
proper  congressional  committees  and  other  interested  groups ;  and 

“Whereas  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more,  and  all  loans  of  whatever  amount  to  new  borrowers, 
be  reviewed  by  the  Secretary’s  Office:  Now,  therefore,  be  it 

‘  Resolved,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA ;  and 
be  it  further 

“Resolved,  That  the  new  Congress  convening  in  1959  be  urged  to  introduce 
and  pass  a  bill  identical  or  similar  to  the  Humphrey-Price  bill  of  1958,  which 
would  restore  to  the  REA  Administrator  all  of  the  functions  and  authority 
vested  in  him  by  the  original  REA  Act  of  1936,  be  introduced  and  pass.” 


Resolution — Rural  Electric  Systems  in  Region  IV 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  French 
Lick,  Ind.,  September  4^5,  1958,  by  rural  electric  systems  operating  in  the  States 
of  Ohio,  Indiana,  Michigan,  and  West  Virginia : 

“rea  reorganization 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an 
Administrator  by  the  President,  with  confirmation  by  the  Senate  for  a  10-year 
term  to  insure  nonpartisan,  nonpolitical  administration ;  and 

“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting  the 
proper  congressional  committee  and  other  interested  groups ;  and 

“Whereas,  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more  and  all  loans  of  whatever  amount  to  new  borrowers, 
be  reviewed  by  the  Secretary’s  Office ;  and 

“Whereas  Secretary  Benson  has  proposed  a  bill  to  the  Congress  which  would 
drastically  increase  interest  rates  and  drive  electric  and  telephone  cooperatives 
to  Wall  Street  for  their  financing :  Now,  therefore,  be  it 
“Resolved,  That  we  are  vigorously  opposed  to  an  reorganization  of  REA ;  and 
be  it  further 

“Resolved,  That  as  soon  as  the  new  Congress  convenes  in  1959  a  bill  identical 
or  similar  to  the  Humphrey-Price  bill  of  1958,  which  would  restore  to  the  REA 
Administrator  all  of  the  functions  and  authority  vested  in  him  by  the  original 
act  of  1936,  be  introduced  and  passed.” 


Resolution — Rural  Electric  Systems  in  Region  V 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Madison. 
Wis.,  September  29-30,  1958,  by  rural  electric  systems  operating  in  the  States  of 
Illinois,  Iowa,  and  Wisconsin  : 

“REA  REORGANIZATION 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an 
Administrator  by  the  President,  with  confirmation  by  the  Senate  for  a  10-year 
term  to  insure  nonpartisan,  nonpolitical  administration ;  and 

“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting  the 
proper  congressional  committee  and  other  interested  groups ;  and 
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“Whereas,  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more,  and  that  all  loans  of  whatever  amount,  to  new 
borrowers,  be  reviewed  by  the  Secretary’s  office ;  and 
“Whereas  Secretary  Benson  has  supported  a  bill  in  Congress  which  would 
drastically  increase  interest  rates  and  drive  electric  and  telephone  cooperatives 
to  Wall  Street  for  their  financing :  Now,  therefore,  be  it 

“Resolved,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA  ;  and 
be  it  further 

“ Resolved ,  That  as  soon  as  the  new  Congress  convenes  in  1959  a  bill  identical 
or  similar  to  the  Humphrey-Price  bill  of  1958,  which  would  restore  to  the  REA 
Administrator  all  of  the  functions  and  authority  vested  in  him  by  the  original 
act  of  1936,  be  introduced  and  passed.” 


Resolution — Rural  Electric  Systems  in  Region  VI 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Bismark, 
N.  Dak.,  October  27-28,  1958,  by  rural  electric  systems  operating  in  the  States 
of  Minnesota,  North  Dakota,  and  South  Dakota  : 

“rea  reorganization 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an 
Administrator  by  the  President,  with  confirmation  by  the  Seate  for  a  10-year 
term  to  insure  nonpartisan,  nonpolitical  administration ;  and 
“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting  the 
proper  congressional  committees  and  other  interested  groups ;  and 

“Whereas,  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more,  and  that  all  loans  of  whatever  amount,  to  new 
borrowers,  be  reviewed  by  the  Secretary’s  office ;  and 
“Whereas  Secretary  Benson  has  supported  a  bill  in  Congress  which  would 
drastically  increase  interest  rates  and  drive  electric  and  telephone  cooperatives 
to  Wall  Street  for  their  financing  :  Now,  therefore,  be  it 

“Resolved,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA ;  and 
be  it  further 

“ Resolved ,  That  as  soon  as  the  new  Congress  convenes  in  1959  a  bill  identical 
or  similar  to  the  Humphrey-Price  bill  of  1953,  which  would  restore  to  the  REA 
Administrator  all  of  the  functions  and  authority  vested  in  him  by  the  original 
act  of  1936,  be  introduced  and  passed.” 


Resolution — Rural  Electric  Systems  in  Region  VII 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Denver, 
Colo.,  November  10-11,  1958,  by  rural  electric  systems  operating  in  the  States  of 
Colorado,  Kansas,  Nebraska,  and  Wyoming : 

“REA  REORGANIZATION 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an 
Administrator  by  the  President,  with  confirmation  by  the  Senate  for  a  10-year 
term  to  insure  nonpartisan,  nonpolitical  administration ;  and 
“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting 
the  proper  congressional  committees  and  other  interested  groups ;  and 
“Whereas  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $o00,000  or  more,  and  that  all  loans  of  whatever  amount,  to  new 
borrowers,  be  reviewed  by  the  Secretary’s  office ;  and 
“Whereas  Secretary  Benson  has  supported  a  bill  in  Congress  which  would 
drastically  increase  interest  rates  and  drive  electric  and  telephone  cooperatives 
to  Wall  Street  for  their  financing :  Now,  therefore,  be  it 

“ Resolved ,  That  as  soon  as  the  new  Congress  convenes  in  1959  a  bill  identical 
or  similar  to  the  Humphrey-Price  bill  of  1958,  as  amended  by  the  House  sub- 
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committee,  which  would  restore  to  the  REA  Administrator  all  of  the  functions 
and  authority  vested  in  him  by  the  original  act  of  11)36,  be  introduced  and 
passed.” 


Resolution — Rural  Electric  Systems  in  Region  VIII 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Okla¬ 
homa  City,  Okla.,  October  30-31,  1958,  by  rural  electric  systems  operating  in 
the  States  of  Arkansas,  Louisiana,  Missouri,  and  Oklahoma  : 

“REA  REORGANIZATION 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  Rural  Electrification  Administration  and  pro¬ 
vided  for  the  appointment  of  an  Administrator  by  the  President,  with  confirma¬ 
tion  by  the  Senate  for  10-year  term  to  insure  nonpartisan,  nonpolitical  adminis¬ 
tration  ;  and 

“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting 
the  proper  congressional  committees  and  other  interested  groups ;  and 

“Whereas,  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
|  all  loans  of  $500,000  or  more,  and  that  all  loans  of  whatever  amount,  to  new 
borrowers,  be  reviewed  by  the  Secretary’s  office ;  and 

“Whereas  Secretary  Benson  has  supported  a  bill  in  Congress  which  would 
drastically  increase  interest  rates  and  drive  electric  and  telephone  cooperatives 
to  Wall  Street  for  their  financing :  Now,  therefore,  be  it 

“Resolved,  That  as  soon  as  the  new  Congress  convenes  in  1959  a  bill  identical 
or  similar  to  the  Humphrey-Price  bill  of  1958,  as  amended  by  the  House  subcom¬ 
mittee,  which  would  restore  to  the  REA  Administrator  all  of  the  functions  and 
authority  vested  in  him  by  the  original  act  of  1936,  be  introduced  and  passed.” 


Resolution — Rural  Electric  Systems  in  Region  IX 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Missoula, 
Mont.,  November  13-14,  1958,  by  the  rural  electric  systems  operating  in  the 
States  of  Alaska,  California,  Idaho,  Montana,  Nevada,  Oregon,  Utah,  and 
Washington : 

“In  order  to  further  the  national  objectives  of  the  Rural  Electrification  Act 
and  the  laws  relating  to  the  comprehensive  development  of  the  Nation’s  energy 
resources,  and  in  order  to  assure  an  adequate  supply  of  low  cost  power  for 
maximum  development  of  rural  America,  we  adopt  the  following  legislative 
policies,  and  wre  urge  our  leaders  and  public  officials  to  take  prompt  and  con¬ 
tinuing  steps  to  bring  these  about : 

******* 

“3.  We  urge  Congress  to  reestablish  the  full  authority  of  the  REA  Adminis¬ 
trator  to  make  loans.  *  *  *” 


Resolution — Rural  Electric  Systems  in  Region  X 

The  following  resolution  was  adopted  at  the  Regional  Meeting  held  in  Browns¬ 
ville,  Tex.,  November  17-18,  1958,  by  rural  electric  systems  operating  in  the 
States  of  Texas,  Arizona  and  NewT  Mexico  : 

“REA  REORGANIZATION 

“Be  it  resolved ,  That  as  soon  as  the  Congress  convenes  in  1959  a  bill  identical 
or  similar  to  the  Humphrey-Price  bill  of  1958,  as  amended  by  the  House  subcom¬ 
mittee,  which  would  restore  to  the  REA  Administrator  all  of  the  functions  and 
authority  vested  in  him  by  the  original  act  of  1936,  be  introduced  and  its  passage 
pressed.” 
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Resolution 

Adopted  at  the  17th  Annual  Meeting  of  the  National  Rural  Electric  Co-op 
Association,  Washington,  D.C.  Feb.  9—12,  1959 

REORGANIZATION  OF  REA 

Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an 
Administrator  by  the  President,  with  confirmation  by  the  Senate  for  a  10-year 
term  to  insure  nonpartisan,  nonpolitical  administration  ;  and 

Whereas,  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting  the 
proper  congressional  committees  and  other  interested  groups;  and 

Whereas  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more,  and  by  all  loans  of  whatever  amount  to  new  bor¬ 
rowers,  be  reviewed  by  the  Secretary’s  Office ;  and 

Whereas  the  the  Humphrey-Priee  bill  would  restore  to  the  REA  Adminis¬ 
trator  all  of  the  functions  and  authority  vested  in  him  by  the  original  act  of 
1936,  without  divorcing  REA  from  the  Department  of  Agriculture :  Now,  there¬ 
fore,  be  it 

Resolved,  That  we  urge  the  Congress  to  pass  the  Humphrey-Priee  bill  as 
early  as  possible  in  the  86th  Congress. 


Resolution — Alaska  Rural  Electric  Cooperative  Association 

The  following  resolution  was  adopted  at  the  annual  meeting  of  the  Alaska 
Rural  Electric  Cooperative  Association  in  Homer,  Alaska,  August  8,  1958. 
“Now,  therefore,  be  it  resolved  *  *  * 

“15.  We  endorse  the  Humphrey  bill  ( S.  2990)  to  strengthen  REA  and  we 
oppose  any  efforts,  in  whatever  guise,  to  increase  the  interest  rates  which  would 
be  paid  by  borrowers  from  the  Rural  Electrification  Administration.” 


Resolution — Minnesota  Electric  Cooperative 

The  following  resolution  was  adopted  at  the  annual  meeting  of  the  Minnesota 
Electric  Cooperative  statewide,  March  27  and  28, 1958. 

“Whereas  certain  loan  procedures  within  REA  have  been  changed  to  require 
the  approval  of  the  Secretary  of  Agriculture  or  his  assistants  before  granting 
certain  REA  loans  :  Now,  therefore,  be  it 

“ Resolved ,  That  the  Minnesota  Electric  Cooperative  strongly  requests  that 
any  limitations  on  the  Administrator  to  make  loans  determined  by  him  to  be 
feasible,  be  removed.” 

Dillon,  Mont.,  March  2,  1959. 

Richard  A.  Dell, 

Care  of  NR  EC  A, 

Washington,  D.C. : 

The  board  of  trustees  of  the  Vigilante  Electric  Cooperative,  Inc.,  Dillon, 
Mont.,  who  represents  2,200  use  s,  at  their  board  of  trustees  meeting,  February 
28,  1959,  passed  a  resolution  urging  every  effort  be  made  by  our  Representatives 
and  Senators  in  Congress  to  use  every  effort  possible  to  restore  full  and  final 
authority  to  the  REA  Administrator  on  the  rural  electrification  program.  We 
urge  you  to  contact  the  Government  Operation  Committee  encouraging  an  early 
release  of  the  Humphrey-Priee  bill  together  with  any  other  action  for  full  support 
of  this  legislation.  Telegram  transmitted  to  Senato  s  James  E.  Murray,  Mike 
Mansfield,  and  Representatives  LeRoy  Anderson  and  Lee  Metcalf. 

H.  L.  Babcock,  Manager. 
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•  Dillon.  Mont.,  February  28,  1959. 

Richard  A.  Deli,. 

Care  of  SRECA, 

Washington,  D  C.: 

The  Montana  State  Rural  Electric  Cooperative  Association,  representing 
40,000  member-users  at  their  annual  meeting  in  Missoula,  November  14,  1958, 
passed  a  resolution  urging  Congress  to  reestablish  full  authority  to  the  REA 
Administrator  to  make  final  approval  of  loans.  On  the  interest  of  this  great 
program  I  urge  you  to  contact  the  Government  Operations  Committee  supporting 
the  Humphrey-Price  bill  and  encouraging  immediate  release  of  the  bill  by  the 
committee.  We,  in  Montana,  desire  your  continued  full  support  of  the  REA 
program  as  designed  by  Cong  ess  and  feel  that  the  Humphrey-Price  Legislation 
will  give  further  support.  The  above  telegram  has  been  sent  to  Senator  James 
E.  Murray,  Senator  Mike  Mansfield,  Representative  LeRoy  Anderson,  Repre¬ 
sentative  Lee  Metcalf. 

IT.  W.  Wheat,  President. 


Resolution — Ohio  Rural  Electric  Cooperatives,  Inc. 

The  following  resolution  was  adopted  at  the  annual  meeting  of  the  Ohio  Rural 
Electric  Cooperatives,  Inc.,  August  1958. 

“humphrey-price  bill 

“Whereas  hearings  have  been  held  in  both  House  of  Congress  on  the 
Humphrey-Price  bill  which  would  restore  administrative  powers  to  the  Admin¬ 
istrator  of  REA ;  and  whereas  this  bill  now  before  the  Rules  Committee  of  the 
House  of  Representatives  and  the  Senate  Committee  on  Government  Operations : 
Now,  therefore,  be  it 

“ Resolved ,  That  Ohio  Rural  Electric  Cooperatives,  Inc.,  urge  these  committees 
to  take  immediate  favorable  action  on  this  bill  and  that  a  copy  of  this  resolution 
with  an  appropriate  accompanying  letter  be  sent  to  Senator  Lausche.” 


Resolution — Tennessee  Rural  Electric  Cooperative  Association,  Inc. 

Annual  Meeting,  December  10-11,  1958 

HUMPHREY-PRICE  BILL 

Whereas  the  Secretary  of  Agriculture  has  arbitrarily  limited  the  loanmaking 
authority  of  the  REA  Administrator  despite  such  authority  being  defined  by 
law ;  and 

Whereas  this  unneeded  and  unwar  anted  reorganization  measure  diverts  an 
important  portion  of  the  Administrator’s  inherent  loanmaking  authority  to 
another  person  whose  duties  do  not  primarily  pertain  to  REA ;  and 

Whereas  we  believe  that  this  practice  is  detrimental  to  both  the  Administrator 
and  the  program  which,  by  law,  he  is  designated  to  administer :  Be  it  now 
Resolved,  That  the  Tennessee  Rural  Electric  Cooperative  Association,  Inc., 
reiterate  its  support,  of  the  Humplirey-Price  bill  to  restore  the  loanmaking 
authority  to  the  REA  Administrator ;  and  be  it  further 

Resolved,  That  we  convey  our  thanks  to  the  U.S.  Senators  and  Congressmen 
from  Tennessee  who  have  supported  this  bill  and  that  we  urge  their  continued 
support  to  its  passage  early  in  the  next  session  of  Congress. 


Virginia  Association  of  Electric  Cooperatives,  Richmond,  Va. 

“Be  it  resolved,  That  *  *  * 

“We  are  concerned  at  the  steady  encroachment  by  the  Secretary  of  Agriculture 
on  the  authority  and  prerogative  of  the  Administrator  of  REA  the  effect  of 
which  is  to  deprive  the  Administrator  of  the  independent  judgment  which  the 
REA  Act  invests  in  him.” 

Passed  by  the  board  of  di  ectors  of  the  Virginia  Association  of  Electric  Coop¬ 
eratives  in  official  session  April  23,  1958. 
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Resolution  No.  3 

Passed  by  the  Wyoming  State  Rural  Electrification  Association  at 
its  annual  meeting  at  Lusk,  Wyo.,  on  November  19,  1958 

Whereas  in  June  1957  the  Secretary  of  Agriculture  did  reorganize  REA  by 
requiring  that  all  loans  of  $500,000  or  more,  and  all  loans  of  whatever  amount, 
to  new  borrowers  be  reviewed  by  the  office  of  the  Secretary  of  Agriculture,  and 

Whereas  the  Secretary  of  Agriculture  supported  a  bill  in  Congress  to  increase 
interest  rates :  Now,  therefore,  be  it 

Resolved,  That  as  soon  as  the  86th  Congress  convenes,  that  a  bill  identical 
to  the  Humphrey-Price  bill,  as  amended  by  the  House  subcommittee,  which 
would  restore  to  the  REA  Administrator  all  of  the  functions  and  authority 
vested  in  him  by  the  original  REA  Act  of  1936.  be  introduced  and  passed. 


National  Rural  Electric  Cooperative  Association 
2000  Florida  Avenue,  Northwest 
Washington  9,  D.  C. 


AN  ANALYSIS  OF 
COMPTROLLER  GENERAL’S 
REVISED  RULING* 
Relating  to  the  REA  Program 

(*  Comptroller  General’s  Letter  Dated  October  15,  1958 
Addressed  to  the  Secretary  of  Agriculture ) 


Analysis  Prepared  by 

WISE  &  POTAMKIN,  Special  Counsel  For 
National  Rural  Electric  Cooperative  Association 
November  15,  1958 
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INTRODUCTION 

In  this  pamphlet  we  present  the  NRECA  analysis  of  the 
Comptroller  General’s  revised  ruling  relating  to  the  REA  pro¬ 
gram.  This  revised  ruling  was  addressed  to  the  Secretary  of 
Agriculture  in  a  letter  from  the  Comptroller  dated  October  15, 
1958. 

It  will  be  recalled  that  the  Comptroller  General  issued  his 
first  letter  on  July  21,  1958.  At  that  time  he  ordered  an  unpre¬ 
cedented  restriction  on  the  Rural  Electrification  Administrator’s 
loan-making  authority.  The  ruling  completely  reversed  Con¬ 
gressional  intent  as  set  forth  in  the  1936  law  and  ignored  23 
years  of  Administrative  policy.  The  ruling  would  have  killed 
the  REA  loan  program  and  would  have  jeopardized  hundreds 
of  loans  previously  made. 

Protests  were  immediately  registered  by  the  U.  S.  Depart¬ 
ment  of  Agriculture,  Members  of  Congress,  rural  electric  co¬ 
operatives  and  the  National  Rural  Electric  Cooperative  Associa¬ 
tion.  Briefs  were  filed  by  the  USDA  General  Counsel,  the  Iowa 
co-ops  concerned  with  the  specific  case  and  NRECA. 

As  a  result  of  these  protests,  the  Comptroller  General 
issued  a  new  letter  October  15,  1958  amplifying  his  previous 
ruling.  In  his  new  version,  the  Comptroller  narrowed  the 
extent  of  the  limitation  he  would  place  upon  the  REA  Admin¬ 
istrator,  but  he  did  not  change  his  basic  position. 

When  the  revised  ruling  was  issued,  NRECA  retained  the 
law  firm  of  Wise  and  Potamkin  to  make  a  complete  analysis 
of  what  it  would  mean  to  rural  electric  systems.  Their  analysis 
appears  on  the  following  pages. 

It  is  ominously  clear  that  unless  this  ruling  is  withdrawn 
or  changed,  the  REA  program  will  be  fatally  damaged.  At 
this  point  apparently  only  Congress  can  deflect  or  soften  the 
effects  of  the  Comptroller’s  disruptive  and  destructive  ruling. 
It  is  our  hope  that  Congress  will  investigate  the  ruling  and  its 
background — how  it  was  instigated  in  the  first  place,  since  so 
much  of  the  power  company  argument  appears  in  the  ruling, 
and  why  the  Comptroller  General  should  now  seek  to  give  the 
power  companies  an  interpretation  they  failed  to  get  either 
from  Congress  or  the  courts. 

This  action  by  the  Comptroller  General  appears  to  be  just 
one  more  segment  of  the  comprehensive  Master  Plan  that  has 
been  unfolding  in  recent  months  and  that  obviously  has  for  its 
purpose  the  ultimate  destruction  of  the  rural  electrification 
program. 


Clyde  T.  Ellis,  General  Manager 
National  Rural  Electric  Cooperative  Association 
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Analysis  of 

The  Comptroller  General’s  Letter  and  Ruling 

of 

October  15,  1958 
to 

Secretary  of  Agriculture 


FOREWORD 

On  October  15,  1958,  the  Comptroller  General  addressed 
a  second  letter  to  the  Secretary  of  Agriculture  on  the  subject 
of  the  lending  authority  of  REA.  Although  he  has  made  sub¬ 
stantial  changes  in  his  first  ruling,  he  still  holds  that  Congress 
did  not  mean  what  is  so  clearly  said  in  the  Rural  Electrifica¬ 
tion  Act — and  his  new  ruling  is  still  completely  in  error  and 
utterly  destructive  of  the  rural  electrification  program. 

In  his  first  letter  to  the  Secretary  of  Agriculture,  dated 
July  21,  1958,  the  Comptroller  General  ruled: 

1.  That  the  Administrator  of  REA  had  no  authority  to 
make  loans  to  provide  electric  service  “to  an  area  already 
served  by  private  power  companies  when  such  companies  are 
willing  to  provide  adequate  central  station  service  to  persons 
within  the  area  who  are  not  tied  to  the  power  lines.”  (emphasis 
supplied).  No  definition  of  “area”  was  furnished  and  no  limita¬ 
tion  was  placed  upon  the  extent  of  the  “area”  which  could  not 
be  reached  by  REA  loans. 

2.  In  addition  to  this  general  ruling  that  applies  to  all 
REA  loans,  the  Comptroller  General  also  ruled  that,  in  the 
specific  case  in  question,  a  new  plant  being  constructed  by  a 
company  which  was  receiving  25  cycle  electric  service  from  a 
power  company  at  an  old  plant  could  not  be  considered  a  person 
not  receiving  central  station  service  even  though  the  following 
facts  were  established  by  the  cooperatives  and  the  Department 
of  Agriculture:  (a)  the  new  plant  was  160  feet  from  the  old 
plant;  (b)  the  new  plant  was  a  completely  separate  operation 
from  the  old  plant;  (c)  the  new  plant  required  60  cycle  service 
and  to  give  such  service  the  power  company  would  have  to 
spend  approximately  $100,000  to  reconstruct  its  existing  facili¬ 
ties  running  to  the  old  plant  and  to  extend  heavy  transmission 
facilities  for  160  feet;  (d)  the  consumer’s  capital  investment 
in  the  new  plant  greatly  exceeded  its  capital  investment  in  the 
old  plant;  (e)  the  power  requirements  of  the  new  plant  greatly 
exceeded  the  power  requirements  of  the  old  plant;  (f)  “There 
is  a  respectable  body  of  technical  and  engineering  opinion  that 
25  cycle  service  is  outmoded  and  obsolete,  and  therefore  is  not 
adequate  central  station  service” ;  (g)  the  location  and  scope  of 
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the  new  plant  were  determined  by  the  consumer  on  the  basis  of 
its  desire  for  a  new  electric  supplier;  (h)  the  new  plant  was  in 
territory  already  being  served  by  the  cooperative  and  the  co¬ 
operative  was  already  serving  a  housing  facility  of  the  com¬ 
pany  on  the  same  site;  and  (i)  the  rate  which  the  power  com¬ 
pany  wanted  to  charge  for  service  to  the  new  plant  was  so  high 
that  it  would  make  the  plant  uneconomical  to  operate. 

3.  Because,  in  the  opinion  of  the  Comptroller  General,  the 
loan  made  by  REA  to  enable  the  cooperative  to  serve  the  new 
plant  was  unauthorized,  the  Administrator  was  directed  to  take 
steps  “to  recover  immediately  .  .  .  the  amount  advanced.  .  .  .” 

In  briefs  which  were  filed  by  the  Department  of  Agricul¬ 
ture,  NRECA  and  the  cooperatives  involved,  with  the  Comp¬ 
troller  General  in  reply  to  his  first  letter,  the  following  was 
clearly  and  definitely  established :  The  Comptroller  General’s 
ruling  was  completely  without  basis.  That  ruling  had  attempted 
to  rewrite  the  Rural  Electrification  Act,  which  in  plain  language 
gave  the  Administrator  the  right  to  make  loans  to  serve  all 
“persons  in  rural  areas  who  are  not  receiving  central  station 
service.  .  .  .”  It  misused  what  little  legislative  history  it  re¬ 
ferred  to  and  failed  to  consider  the  large  mass  of  legislative 
history  which  clearly  supported  the  Administrator.  It  mis¬ 
interpreted  an  opinion  of  a  Solicitor  of  the  Department  of  Agri¬ 
culture  and  ignored  the  fact  that  for  23  years  the  Administra¬ 
tor  had  been  making  such  loans  and  that  every  Government 
official  and  lawyer  charged  with  the  legal  interpretation  of  the 
Rural  Electrification  Act  had  approved  the  making  of  such 
loans.  It  ignored  the  fact  that  Congress  was  well  aware  that 
the  Administrator  was  making  such  loans  and  by  its  continued 
appropriations  without  restrictions  approved  the  making  of 
such  loans.  It  also  ignored  the  fact  that  a  United  States  Dis¬ 
trict  Court  had  approved  the  Administrator’s  power  to  make 
such  loans.  And  it  ignored  the  fact  that  the  Department  of 
Justice  had  taken  a  firm  stand  on  the  question  in  full  support 
of  the  Department  of  Agriculture’s  position. 

Comptroller  Reaffirms  His  Position 

Despite  the  clear  demonstration  in  those  briefs  that  his 
original  ruling  was  completely  and  wholly  without  basis,  the 
Comptroller  General  has  in  effect  reaffirmed  his  position.  Where¬ 
as  his  original  ruling  was  set  forth  in  8  pages,  he  now  takes  25 
pages  to  explain  and  clarify  that  ruling. 

In  his  letter  of  October  15,  the  Comptroller  General  holds: 

1.  That  what  he  meant  by  his  first  letter  when  he  said  that 
REA  loans  could  not  be  made  to  “furnish  power  to  an  area 
already  served  by  private  power  companies  when  such  com¬ 
panies  are  willing  to  provide  adequate  central  station  service 
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to  persons  within  the  area  who  are  not  tied  to  the  power  lines,” 
was  that  persons  who  were  located  “on”,  or  “along  side  of”, 
or  “adjacent  to”,  or  “within  a  reasonable  distance  of”  the  power 
lines  of  a  power  company  could  not  be  served  by  facilities  finan¬ 
ced  by  REA  if  the  power  company  were  willing  to  serve  them 
at  a  “reasonable  price.”  Thus,  although  he  denies  that  this 
constitutes  a  “new”  ruling,  it  is  in  fact  new,  since  the  “area” 
placed  outside  the  reach  of  REA  loans  has  been  reduced — al¬ 
though,  as  before,  none  can  say  just  what  the  area  is — and  the 
completely  new  requirement  has  been  added  that  the  service 
offered  by  the  power  company  must  be  at  “a  reasonable  price”. 

2.  The  loan  in  question  is  still  unauthorized,  according  to 
the  Comptroller  General,  on  both  the  ground  of  his  general  “in¬ 
terpretation”  of  the  lending  authority  of  the  Administrator 
and  on  the  ground  that  the  new  plant  was  not  an  unserved  person. 

3.  Although  he  still  holds  that  the  loan  was  improper,  the 
Comptroller  General  no  longer  requires  the  Administrator  to 
take  steps  to  obtain  the  immediate  return  of  the  loan  funds,  since 
they  have  been  expended  and  the  cooperative  is  under  contract 
to  return  them. 

The  October  15  ruling  is  as  completely  wrong  and  without 
basis  as  was  the  July  21  letter — and  the  Comptroller  General 
has  followed  the  same  disregard  of  ethical  practice  and  of  Gov¬ 
ernmental  procedure  that  marked  his  actions  in  connection  with 
his  first  letter.  Before  issuing  his  first  letter  he  had  given  no 
indication  whatsoever  that  he  was  considering  changing  the 
fundamental  powers  of  the  Administrator  under  the  Rural  Elec¬ 
trification  Act.  He  not  only  did  not  notify  the  Cooperatives  or 
the  Department  of  Agriculture  that  he  was  considering  making 
such  a  momentous  ruling,  he  did  not  even  take  the  trouble  to 
raise  the  questions  which  he  had  in  his  mind  or  to  discuss  the 
matter  in  any  preliminary  fashion.  Instead,  after  making  only 
routine  inquiries  of  the  Department,  he  issued  his  power  company 
ruling  completely  “out  of  the  blue.” 

Similarly,  in  issuing  this  new  “interpretation”  and  “clari¬ 
fication”  of  his  first  ruling,  he  has  not  even  taken  the  trouble 
to  check  facts  or  assumptions  with  anyone  other  than  the  power 
company,  although  a  mere  ’phone  call  to  the  Department  or  the 
Cooperative  could  have  given  him  the  necessary  information. 
Thus,  he  “assumes”  every  fact  that  would  seem  to  support  his 
predetermined  position  except  where  he  uses  information  which 
he  has  obviously  obtained  from  the  power  company  after  the 
briefs  were  filed. 

This  second  letter  and  ruling,  as  will  be  demonstrated,  is  as 
completely  without  basis  as  the  first.  In  the  detailed  analysis 
which  follows,  points  are  discussed  in  the  order  in  which  they 
appear  in  the  Comptroller  General’s  letter,  with  general  observa¬ 
tions  at  the  end. 
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I 

The  Comptroller  General  Attempts  to  Change  the  Clear 
Meaning  of  the  RE  Act 

It  must  first  be  noted  that  even  the  Comptroller  General 
admits  that  the  language  of  the  Rural  Electrification  Act  grants 
the  Administrator  the  right  to  lend  money  to  bring  electric 
service  to  any  unserved  person  in  any  rural  area,  but  he  seeks 
to  change  the  meaning  of  the  Act  by  the  use  of  legislative  history. 

As  has  been  definitely  established  by  the  briefs  submitted 
to  him  on  his  letter  of  July  21,  and  as  will  be  demonstrated 
again  below  herein,  the  legislative  history  lends  the  Comptroller 
General  no  support,  but  instead  clearly  supports  the  Adminis¬ 
trator.  Nevertheless,  to  clearly  understand  the  Comptroller 
General’s  completely  erroneous  and  partisan  handling  of  this 
matter,  let  us  consider  his  treatment  of  the  legal  question  in¬ 
volving  his  right  to  look  behind  the  plain  language  of  the  statute. 

If  there  is  any  one  outstanding  characteristic  which  dis¬ 
tinguishes  both  of  the  Comptroller  General’s  letters,  it  is  that  of 
citing  language  out  of  context  and  stating  legal  propositions 
incorrectly.  Thus,  the  Comptroller  General  attempts  to  justify 
his  disregard  of  the  clear  and  unambiguous  language  of  the 
Rural  Electrification  Act  by  quoting  from  text  authorities  and 
cases  to  justify  his  looking  at  the  legislative  history,  despite 
the  fact  that  the  law  is  clear  to  the  effect  that  legislative  his¬ 
tory  cannot  be  resorted  to  to  change  the  plain  meaning  of  clear 
and  unambiguous  statutory  language.  As  in  all  other  instances, 
the  authorities  cited  by  the  Comptroller  General  do  not  support 
his  position. 

The  Comptroller  General  first  refers  to  Sutherland,  Statu¬ 
tory  Construction,  from  whom  NRECA  quoted  in  its  previous 
brief,  and  attempts  to  demonstrate  from  that  quotation  that 
he  had  the  right  to  use  the  legislative  history  in  his  endeavor  to 
establish  that  the  clear  and  unambiguous  words  of  the  statute  do 
not  mean  what  they  say.  The  quotation  used  by  the  Comp¬ 
troller  General  itself  starts  out  with  these  words: 

“The  most  common  rule  of  statutory  interpretation  is 
the  rule  that  a  statute  clear  and  unambiguous  on  its 
face  need  not  and  cannot  be  interpreted  by  a  court  and 
only  those  statutes  which  are  ambiguous  and  of  doubt¬ 
ful  meaning  are  subject  to  the  process  of  statutory  in¬ 
terpretation.” 

The  remainder  of  the  quotation  in  the  Comptroller  Gen¬ 
eral’s  letter  indicates  that  the  author  is  to  some  extent  per¬ 
sonally  critical  of  the  rule  and  feels  that  if  “the  words  are 
sufficiently  flexible”  (emphasis  supplied),  they  should  be  con¬ 
strued.  Nowhere  does  he  even  imply  that  the  rule  is  not  as 
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stated  in  his  first  sentence  and  in  NRECA’s  brief.  His  position 
is  made  clear  by  Sec.  4706,  from  which  the  Comptroller  General 
quotes,  but  as  usual  omits  that  part  which  makes  it  clear  he 
could  not  properly  do  that  which  he  has  done  in  the  instant  case. 
The  omitted  language  which  follows  immediately  after  the 
Comptroller  General’s  language  reads:  (Sec.  4706) 

“While  the  intention  of  the  legislature  must  be  ascer¬ 
tained  from  the  words  used  to  express  it,  the  manifest 
reason  and  obvious  purpose  of  the  law  should  not  be 
sacrificed  to  a  literal  interpretation  of  such  words.  Thus 
words  or  clauses  may  be  enlarged  or  restricted  to  har¬ 
monize  with  other  provisions  of  an  act.  The  particular 
inquiry  is  not  what  is  the  abstract  force  of  the  words 
or  what  they  may  comprehend,  but  in  what  sense  were 
they  intended  to  be  used  in  the  act.  The  sense  in  which 
they  were  used  by  the  legislature  furnishes  the  rule  of 
interpretation  and  when  this  cannot  be  determined  from 
the  context  of  the  act,  the  court  may  resort  to  extrinsic 
aids.  Obviously,  if  the  words  of  the  act  indicate  the 
legislative  intent  other  sources  may  not  be  resorted  to 
to  establish  a  meaning  contrary  to  that  intention.” 
(emphasis  supplied) 

There  are  also  quotations  from  four  cases  in  the  Comp¬ 
troller  General’s  letter  in  support  of  his  position  that  he  had 
the  right  to  resort  to  the  legislative  history  in  our  case.  It  is 
sufficient  to  say  that  in  each  of  those  cases  the  language  of  the 
statute  being  interpreted  obviously  was  not  clear  and  unam¬ 
biguous. 

In  Boston  Sand  and  Gravel  Company  v.  United  States,  271 
U.S.  41,  the  case  hinged  on  the  meaning  of  the  words  “legal 
damages”  as  used  technically  in  a  jurisdictional  statute.  The 
Court  found  this  language  to  be  ambiguous,  since  “legal  dam¬ 
ages”  may  or  may  not  include  “interest,”  and  that  it  did  not 
include  interest  in  this  instance.  In  Harrison  v.  Northern  Trust 
Company,  317  U.S.  476,  the  Court  found  it  necessary  to  inter¬ 
pret  the  words  “payable  out  of”  in  a  tax  statute,  because  al¬ 
though  apparently  clear  in  meaning  on  a  “superficial  examina¬ 
tion”  of  the  statute  they  were  not  clear  on  a  careful  reading. 
In  United  States  v.  Dickerson,  310  U.S.  554,  in  the  paragraph 
of  the  opinion  cited  by  the  Comptroller  General,  the  Court  itself 
emphasized  that  the  words  being  interpreted  did  not  have  a 
“settled  meaning”.  In  Puerto  Rico  v.  The  Shell  Company,  302 
U.S.  253,  the  Court  had  to  decide  whether  or  not  Puerto  Rico 
was  a  “territory”  within  the  meaning  of  that  word  as  used  in 
the  statute.  The  Court  made  it  crystal  clear  that  the  word  is 
ambiguous,  since  when  used  in  its  comprehensive  sense  it  em¬ 
braces  “all  organized  territories,  whether  incorporated  in  the 
United  States  or  not,  including  Puerto  Rico,”  while  when  used 
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in  a  technical  sense  it  includes  only  possessions  within  the  reach 
of  the  Sixth  and  Seventh  Amendments. 

After  citing  these  few  “authorities’'  for  a  proposition  that 
does  not  exist  in  the  law,  the  Comptroller  General  dismisses  the 
dozens  and  dozens  of  cases  and  the  text  authorities  which  clearly 
show  him  to  be  wrong  by  stating  .  .  although  we  realize 
there  are  other  Supreme  Court  cases  to  the  contrary.”  Since  we 
have  fully  demonstrated  how  wrong  he  is  by  citation  of  many 
of  the  authorities  in  our  brief  filed  in  opposition  to  the  Comp¬ 
troller  General’s  first  letter,  we  shall  not  repeat  those  authorities 
here.  However,  we  shall  quote  again  Chief  Justice  Vinson’s 
excellent  summation  of  the  law  on  this  point. 

“.  .  .  The  short  answer  is  that  there  is  no  need  to  refer 
to  the  legislative  history  where  the  statutory  language 
is  clear.  ‘The  plain  words  and  meaning  of  a  statute  can¬ 
not  be  overcome  by  a  legislative  history  which  through 
strained  processes  of  deduction  from  events  of  wholly 
ambiguous  significance,  may  furnish  dubious  bases  for 
inferences  in  every  direction.’  Gemsco  v.  Walling,  324 
U.S.  244,  260  (1945).  This  canon  of  construction  has 
received  constant  adherence  in  our  decisions.”  Ex 
•  Parte,  Collett,  337  U.S.  561  (1949) 

We  have  discussed  the  Comptroller  General’s  misstatement 
of  this  principle  of  statutory  construction  merely  to  show  the 
pattern  of  his  biased  and  partisan  treatment  of  the  rights  of 
REA  borrowers.  The  point  actually  is  a  completely  academic 
one  since,  as  firmly  established  in  the  briefs  filed  by  the  Depart¬ 
ment  of  Agriculture  and  NRECA,  and  as  will  be  confirmed  in 
this  analysis,  the  legislative  history  of  the  Act  irrefutably  re¬ 
veals  the  incorrectness  of  the  Comptroller  General’s  position. 

II 

Comptroller  General  Now  Offers  a  New  Meaning  of  the 

Word  “Area” 

In  his  first  ruling,  the  Comptroller  General  plainly  states 
“.  .  .  that  the  purpose  of  the  central  station  service  limitation 
was  to  exclude  loans  for  the  purpose  of  paralleling  existing  sys¬ 
tems  or  creating  competition  with  existing  facilities  by  prohibit¬ 
ing  the  use  of  loan  funds  for  the  construction  of  transmission 
lines  and  substations  to  furnish  power  to  an  area  already  served 
by  private  power  companies  when  such  companies  are  willing 
to  provide  adequate  central  station  service  to  persons  within 
the  area  who  are  not  tied  to  the  power  lines”,  (emphasis  sup¬ 
plied) 

This  is  a  clear  statement  that  cannot  be  misinterpreted. 
The  only  possible  interpretation  is  to  exclude  as  beneficiaries  of 
REA  loans  those  persons  in  rural  areas  who,  even  though  un- 
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served,  are  within  an  area  already  served  by  private  power  com¬ 
panies  when  those  companies  are  willing  to  serve  those  persons. 
The  word  “area”  is  not  defined  in  the  quoted  part  or  in  any 
other  part  of  the  first  letter.  Therefore,  subject  only  to  the  in¬ 
terpretation  of  the  word  “area”,  the  quoted  statement  clearly 
means  that  if  the  power  company  were  willing  to  extend  its  lines 
to  serve  the  unserved  persons,  the  Administrator  cannot  make 
loans  for  that  purpose.  And  his  misuse  of  the  legislative  history 
quotations,  as  well  as  his  underlining  of  certain  parts  of  those 
quotations,  show  that  the  Comptroller  General  at  that  time  meant 
just  what  he  said. 

Now,  instead  of  admitting  that  he  wants  to  change  his 
opinion,  he  has  the  temerity  to  say  that  what  his  first  opinion 
meant  was  that  only  those  unserved  persons  who  were  “on”, 
or  “along  side  of”,  or  “adjacent  to”,  or  “within  a  reasonable 
distance  of”,  the  power  company  lines  were  outside  the  reach 
of  REA  loans.  And  to  prove  that  that  is  what  his  first  opinion 
says,  he  now  underlines  the  words  “who  are  not  tied  to  the 
power  lines”. 

Here  is  what  he  says: 

“.  .  .  we  would  like  to  say  that  there  has  apparently 
been  a  misunderstanding  as  to  the  scope  of  the  state¬ 
ment  in  our  letter  concerning  the  purpose  of  this  limi¬ 
tation  as  disclosed  by  the  legislative  history  thereof. 
While  we  used  the  word  “area”  in  our  statement,  we 
had  in  mind  the  factual  situation  involved  in  the  case 
we  were  considering,  that  is,  where  the  unserved  person 
was  located,  in  effect,  on,  i.e.,  along  side  of,  existing 
power  lines  and  the  owner  of  the  lines  was  ready, 
willing  and  able  to  furnish  adequate  central  station 
service  to  the  unserved  person  at  a  reasonable  price. 

You  will  note  that  in  the  statement  in  question  we  used 
the  phrase  ‘who  are  not  tied  fo  the  power  lines.’  We 
contemplated  only  situations  where  the  unserved  per¬ 
sons  were  located  on  a  power  line,  that  is,  where  the 
power  line  ran  to  or  along  side  of,  the  property  to  be 
served  and  where  the  owner  of  the  power  line  was  ready, 
willing  and  able  to  furnish  adequate  central  station 
service  at  a  reasonable  price  to  the  unserved  person.” 

One  must  ask  what  dictionary  the  Comptroller  General  is 
using.  Certainly,  if  it  is  any  known  dictionary  of  the  English 
language,  then  when  he  discusses  persons  “who  are  not  tied 
to  the  power  lines”  it  can  only  mean  those  “who  are  not  con¬ 
nected  with  the  power  lines” — and  they  can  be  “not  connected” 
if  they  are  a  foot  or  a  mile  away.  How  the  Comptroller  General 
can  contend  that  persons  “who  are  not  tied  to  the  power  lines” 
in  any  area  means  only  those  persons  who  are  “on”,  or  “along 
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side  of”,  or  “adjacent  to”,  or  “within  a  reasonable  distance  of”, 
the  company's  power  lines  is  beyond  comprehension. 

Thus,  right  at  the  outset,  the  Comptroller  General  demon¬ 
strates  that  he  still  has  no  intention  whatsoever  of  adopting 
a  logical  and  judicious  approach.  And  this  is  in  keeping  with 
his  unethical  treatment  of  the  interested  parties  and  their  briefs. 
The  briefs  submitted  to  him  by  all  interested  parties  in  answer 
to  his  first  letter  were,  of  course,  directed  to  what  he  said  in 
that  letter.  He  has  now  made  these  important  changes  in  that 
letter.  Instead  of  notifying  the  interested  parties  in  advance 
of  the  changes  he  was  going  to  make  so  as  to  give  them  an 
opportunity  to  rewrite  their  arguments  and  to  cite  authorities 
directed  to  the  new  ruling,  he  merely  issues  the  new  ruling 
and  in  it  attempts  to  dismiss  the  arguments  in  the  briefs  filed 
just  as  though  they  had  been  filed  in  answer  to  this  second 
letter  and  not  to  the  first  letter. 

It  happens  that  the  briefs  submitted  were  comprehensive 
enough  to  show  that  even  this  revised  opinion  of  the  Comptroller 
General  is  completely  without  basis,  but  this  still  does  not  ex¬ 
cuse  the  actions  of  the  Comptroller  General  in  not  giving  the 
parties  an  opportunity  to  point  their  briefs  directly  to  his  new 
position  and  in  discussing  their  briefs  as  though  they  had  been 
so  written. 

Ill 

The  Comptroller  General  Still  Misinterprets  the  Rural 

Electrification  Act 

Although  he  has  changed  his  definition  of  “area”  the  Comp¬ 
troller  General  is  still  using  the  same  erroneous  approach  that 
he  used  in  his  first  letter.  The  basic  fallacy  of  the  Comptroller 
General’s  reasoning  in  both  of  his  letters  is  that  he  chooses  to 
interpret  the  Rural  Electrification  Act  as  giving  authority  to 
the  Administrator  to  lend  money  only  to  serve  “rural  areas” 
rather  than  “persons  in  rural  areas”,  (emphasis  supplied) 

The  plain  language  of  the  Rural  Electrification  Act  states 
that  the  Administrator  is  authorized  to  make  loans  to  provide 
electric  service  “to  persons  in  rural  areas  who  are  not  receiving 
central  station  service  .  .  .”  (emphasis  supplied).  Obviously, 
the  test  under  the  Act  is  merely  whether  the  person  to  be  served 
through  the  REA  loan  is  an  unserved  person  living  in  a  rural 
area.  Where  he  lives  in  the  rural  area  is  completely  unimpor¬ 
tant  because,  if  he  is  in  fact  in  a  rural  area  and  is  unserved, 
REA  can  make  a  loan  to  provide  him  with  service. 

As  will  be  shown,  the  legislative  history  shows  clearly  that 
Congress  intended  just  what  it  said  in  the  Rural  Electrification 
Act  and  for  23  years  the  various  Administrators  of  REA  have 
made  loans  in  conformity  with  this  plain  statement  of  the  law. 
Despite  this,  the  Comptroller  General  still  chooses  to  rewrite 
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the  Rural  Electrification  Act  to  make  it  provide  that  the  Ad¬ 
ministrator  can  make  loans  only  to  serve  unserved  persons  who 
live  in  some  rural  areas,  and  has  held  that  the  Administrator 
cannot  make  loans  to  provide  electric  services  to  persons  who 
live  in  other  rural  areas.  All  that  he  has  done  in  his  second 
opinion,  with  respect  to  this  basic  point,  is  to  define  the  rural 
area  whose  unserved  persons  cannot  be  the  beneficiaries  of  an 
REA  loan. 

IV 

The  Comptroller  General  Still  Quotes  Legislative  History 

Out  of  Context 

As  in  his  original  letter,  the  Comptroller  General  still  per¬ 
sists  in  quoting  passages  irom  the  legislative  history  out  of 
context  and  in  adopting  tortuous  and  erroneous  interpretations 
of  what  he  quotes. 

It  should  be  noted  at  the  outset  that  in  any  lengthy  debate  or 
discussion  language  can  be  found  which,  when  taKen  out  of 
context,  may  seem  to  have  a  meaning  different  from  the  meaning 
of  the  discussion  as  a  whole.  That  is  why  it  can  be  so  misleading 
to  quote  statements  out  of  context.  Also,  supplying  emphasis 
to  the  wrong  parts  of  quoted  passages  can  mislead.  As  he 
did  before,  the  Comptroller  General  has  used  both  of  these  mis¬ 
leading  devices  in  his  latest  opinion. 

Without  repeating  all  that  was  said  in  the  brief  that  was 
submitted  in  opposition  to  his  first  letter,  it  can  be  shown  very 
easily  how  completely  wrong  the  Comptroller  General  still  is 
by  just  a  short  reference  to  some  of  the  legislative  history. 
Thus,  twist  and  turn  as  he  will,  the  Comptroller  General  cannot 
change  the  meaning  of  Senator  Norris’*  reply  to  Senator  King, 
when  he  said  that  although  loans  could  not  be  made  to  serve 
persons  in  power  company  areas  who  were  already  receiving 
service  from  the  power  company,  they  could  be  made  to  serve 
persons  in  the  power  company  areas  who  were  not  receiving 
service : 

“Not  to  those  already  receiving  it,  but  it  might  come 
into  the  10-mile  area  and  supply  farmers  who  were  not 
receiving  it.  That  is  a  distinction  which  I  think  ought 
to  be  drawn.”  (80  Cong.  Rec.  2752,  Part  3) 

Nor  can  the  Comptroller  General  destroy  the  plain  meaning 
of  these  other  statements  of  Senator  Norris: 

“The  Senator  says  ‘come  in  competition’.  They  would 
not  come  in  competition  with  farms  already  supplied 


♦Senator  George  Norris  was  co-author  anl  chief  Senate  sponsor  of  the 
bill  which  became  the  Rural  Electrification  Act  of  1936. 
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“There  is  no  intention  of  going  into  a  farming  com¬ 
munity  which  is  already  supplied  with  electric  current 
and  forming  farm  organizations  there  and  having  them 
built  up  to  go  into  competition,  as  the  Senator  suggests, 
with  farms  who  are  already  getting  their  electric  cur¬ 
rent  from  a  central  station.”  (80  Cong.  Rec.  2752, 

Part  3) 

How  does  the  Comptroller  General  handle  these  clear  and 
direct  statements  that  the  Act  means  what  it  says?  By  saying: 
“.  .  .  we  do  not  feel  the  Senator  intended  to  imply  that  loans 
could  be  made  for  the  purpose  of  going  into  the  farming  com¬ 
munity  he  refers  to,  to  furnish  electricity  to  farms  located  on, 
i.e.,  adjacent  to,  power  lines  therein  but  not  tied  to  such  lines 
.  .  .”.  This  is  beyond  comprehension !  Senator  Norris  plainly 
and  clearly  says  that  they  can  do  it.  Yet  the  Comptroller  Gen¬ 
eral  says  that  he,  the  Comptroller  General,  “does  not  feel”  that 
Senator  Norris  meant  what  he  said.  At  least  he  is  being  con¬ 
sistent,  because  the  whole  purpose  of  his  opinion  is  to  establish 
that  he,  the  Comptroller  General,  “does  not  feel”  that  Congress 
meant  what  it  so  plainly  said  in  the  Rural  Electrification  Act. 

Then,  again,  the  Comptroller  General  has  the  audacity  to 
quote  Congressman  Rayburn  and  to  attempt  again  to  twist  and 
misconstrue  the  plain  meaning  of  his  words.  Congressman 
Rayburn,  the  other  co-author  of  the  bill,  made  the  flat  state¬ 
ment  that  the  purpose  of  the  Rural  Electrification  Act  was  to 
serve  the  unserved  and  not  to  punish  anyone,  or  to  parallel 
anyone’s  lines,  or  to  enter  into  competition  with  them.  The 
clear  meaning  of  his  words  shows  that  when  he  speaks  of  “par¬ 
alleling  facilities”  or  of  “competition”,  he  means  service  to  per¬ 
sons  already  being  served  by  power  companies.  Thus,  he  says: 
“May  I  say  to  the  gentleman  that  we  are  not,  in  this 
bill,  intending  to  go  out  and  compete  with  anybody.  By 
this  bill  we  hope  to  bring  electrification  to  people  who 
do  not  now  have  it.  This  bill  was  not  written  on  the 
theory  that  we  were  going  to  punish  somebody  or  par¬ 
allel  their  lines  or  enter  into  competition  with  them.” 
(emphasis  supplied)  (80  Cong.  Rec.  5283,  Part  5) 

Could  anything  be  clearer?  Congressman  Rayburn  says 
that  the  purpose  is  to  serve  people  “who  do  not  now  have”  electric 
service.  Then  he  says  that  it  is  not  the  purpose  of  the  bill  to 
go  into  competition  with  power  companies,  or  punish  them,  or 
parallel  their  facilities.  It  could  not  be  more  clear  that  Congress¬ 
man  Rayburn  in  his  use  of  the  words  “parallel”  and  “competi¬ 
tion”  had  in  mind  only  that  type  of  paralleling  and  competition 
which  involves  bringing  REA-financed  service  to  those  who  are 
already  being  served  by  the  power  companies. 

But  what  does  the  Comptroller  General  say  ?  He  says : 

“We  feel  that  the  proper  interpretation  of  this  state- 
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ment  in  the  light  of  the  House  hearings  is  that  the 
sponsor  of  the  bill  in  the  House  did  not  contemplate  the 
paralleling  of  existing  lines,  at  least  for  the  purpose  of 
furnishing  electricity  to  unserved  persons  located  on 
those  lines,  and  that  the  ‘persons  who  do  not  now  have 
it’  referred  to  in  the  statement  are  those  not  located  on 
power  lines,  but  those  located  beyond,  or  at  least  not 
within  a  reasonable  distance  (as  determined  by  the  Ad¬ 
ministrator  of  REA)  of,  power  lines.”  (emphasis  sup¬ 
plied) 

Although,  as  will  be  later  demonstrated,  it  is  impossible  to 
understand  just  what  the  Comptroller  General  means,  it  is  per¬ 
fectly  clear  that  he  cannot  mean  what  Congressman  Rayburn 
means.  And  it  can  once  more  be  noted  that  the  Comptroller  Gen¬ 
eral  is  at  least  consistent.  Starting  with  his  misinterpretation  of 
the  Rural  Electrification  Act,  he  consistently  and  persistently 
misinterprets  everything  else  he  quotes. 

Curious  Handling  of  Legislative  History 

The  handling  of  the  legislative  history  by  the  Comptroller 
General  is  a  perfect  illustration,  of  how  legislative  history  should 
not  be  handled.  Consider,  first,  his  treatment  of  Senator  King’s 
abortive  attempt  to  do  by  amendment  what  the  Comptroller  Gen¬ 
eral  now  wishes  to  do  by  administrative  fiat.  Senator  King 
wanted  to  expressly  prohibit  the  use  of  REA  loan  funds  to  pro¬ 
vide  service  in  any  area  where  power  company  facilities  existed. 
Senator  King  introduced  an  amendment  providing  that  loans 
could  be  made  to  serve  only  those  persons  in  rural  areas  “for 
whom  such  service  may  not  be  furnished  or  made  available  by 
competing  private  enterprise.”  The  fate  of  this  amendment  is 
not  shown  in  the  Congressional  Record.  Later,  he  introduced 
another  amendment,  containing  the  above  provision  and  other 
provisions  on  other  points.  This  amendment  was  defeated. 

The  Comptroller  General  states  that  since  the  amendment 
contained  other  provisions,  it  may  have  been  rejected  because 
the  Senate  did  not  want  to  adopt  these  other  provisions.  He 
refuses  to  yield  at  all,  or  to  even  note  that  the  normal — and 
proper — interpretation  of  the  Senate’s  action  was  that  it  opposed 
all  of  the  provisions  in  the  amendment.  Had  the  Senate  favored 
any  of  them,  it  would  have  amended  the  amendment  and  would 
have  adopted  those  provisions  which  it  favored. 

The  Comptroller  General’s  treatment  of  the  legislative  his¬ 
tory  of  the  King  amendment  is  a  sorry  demonstration  of  his  bias, 
even  standing  alone.  However,  when  coupled  with  his  handling 
of  another  facet  of  the  legislative  history,  it  becomes  unbeliev¬ 
able.  The  briefs  previously  submitted  to  the  Comptroller  General 
pointed  out  that  the  Senate  version  of  the  bill  first  provided  only 
for  service  to  unserved  rural  “areas”.  As  thus  written,  it  might 
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have  been  susceptible  of  the  interpretation  which  Senator  King 
wished  to  give  it  by  specific  language,  and  which  the  Comptroller 
General  is  now  struggling  so  mightily  to  give  it.  However,  the 
Senate  amended  the  original  version  of  the  bill  to  make  it  pro¬ 
vide  for  service  to  “persons  in  rural  areas”.  By  doing  this,  the 
Senate  made  it  crystal  clear  that  the  test  to  be  used  in  making 
REA  loans  was  only  whether  the  “person”  in  the  rural  area  was 
unserved,  and  not  whether  the  “area”  itself  was  unserved.  The 
Comptroller  General  does  not  even  comment  upon  this  most  per¬ 
suasive,  perhaps  conclusive,  piece  of  legislative  history,  although 
it  was  emphasized  in  the  briefs  submitted  to  him. 

The  Comptroller  General,  in  his  new  letter,  now  quotes  at 
great  length  from  the  House  Hearings  on  the  Bill.  In  his 
original  decision,  the  Comptroller  General  made  no  reference 
to  those  Hearings,  but  after  NRECA  pointed  to  specific  state¬ 
ments  in  those  Hearings  which  opposed  his  position,  he  has  now 
gone  to  those  Hearings — not,  however,  to  seek  the  facts,  but 
only  to  find  material  which,  when  taken  out  of  context,  seems 
to  support  his  predetermined  power  company  position. 

As  has  already  been  noted,  in  any  lengthy  legislative  his¬ 
tory,  statements  can  be  found  which,  when  taken  out  of  context, 
would  support  almost  any  position.  Thus,  parts  of  the  House 
Hearings,  taken  by  themselves,  may  seem  to  support  the  Comp¬ 
troller  General — and,  therefore,  like  the  partisan  that  he  is  in 
this  dispute,  he  uses  those  parts,  but  fails  to  relate  them  to  the 
entire  legislative  history,  or  even  to  show  the  proper  context  in 
which  they  occurred. 

Thus,  the  Comptroller  General  fails  to  mention  that  the 
testimony  to  which  he  refers  had  mostly  to  do  with  some  of 
the  policies,  as  distinguished  from  powers,  which  REA,  as  a 
new,  temporary  and  experimental  agency,  was  following  in  a 
period  when  it  had  no  enabling  statute,  had  limited  funds,  had 
made  but  a  few  loans,  and  had  actually  financed  the  construc¬ 
tion  of  very  few  lines. 

In  those  early  days,  the  first  loans  were  not  made  to  serve 
people  who  were  close  to,  and  could  get  service  from,  power  com¬ 
pany  lines.  With  millions  of  rural  people  not  receiving  service, 
with  entire  rural  areas  without  service,  the  early  loans  were 
made  to  serve  those  who  could  not  get  service  in  any  other  way. 
Thus,  Mr.  Cooke,  the  then  Administrator,  testified  that  if  a 
power  company  told  him  it  would  extend  its  lines,  even  build 
extensions  of  half  a  mile,  to  reach  people  within  a  year’s  time, 
he,  Mr.  Cooke,  did  what  he  could  to  ouiet  public  agitation  in 
the  area  and  let  the  power  companv  follow  its  plan.  Obviously, 
Mr.  Cooke  was  not  speaking  of  his  power  to  make  loans  under 
the  new  Act  that  was  being  considered,  but  only  of  the  policy 
he  was  following  in  the  first  months  of  the  new  and  experi¬ 
mental  program.  Even  the  Comptroller  General  would  have  to 
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admit  that.  Even  he  does  not  contend  that  the  Administrator 
lacks  the  power  to  make  loans  to  serve  people  whom  the  power 
company  promises  to  serve  within  a  year  by  building  extensions 
up  to  one-half  mile  each. 

However,  when  Mr.  Cooke  was  asked  the  specific  question 
in  point,  his  answer  was  clear: 

“Mr.  Huddleston.  I  am  correct,  am  I  not,  in  saying  that 
the  fundamental  purpose  of  this  bill  is  to  give  electric 
service  to  those  who  do  not  now  have  it. 

“Mr.  Cooke.  Those  who  do  not  now  have  it.” 

*  *  *  * 

“Mr.  Huddleston.  May  I  say  that  my  questions  are  not 
addressed  to  the  matter  of  competition  or  duplication 
of  service,  but  to  the  fundamental  purpose  of  the  bill. 

You  want  to  give  electric  current  to  farmers  who  now 
have  not  got  it. 

“Mr.  Cooke.  That  is  right.”  (Pages  56-57  House 
Hearings) 

*  *  *  * 

Thus,  the  three  pages  of  quotations  from  the  House  Hear¬ 
ings  which  the  Comptroller  General  now  includes  in  his  new 
ruling  do  not  help  his  position.  As  with  all  other  of  his  quota¬ 
tions,  they  are  offered  for  what  they  do  not  support. 

It  is  perfectly  amazing  how  the  Comptroller  General,  after 
devoting  so  much  space  to  quotations  that  are  not  relevant,  still 
completely  ignores  so  much  of  the  pertinent  legislative  history 
that  was  cited  to  him  in  the  briefs  that  were  submitted  in  an¬ 
swer  to  his  first  letter.  The  Department  of  Agriculture,  in  its 
brief,  showed  that  time  and  again  the  meaning  of  the  REA 
statutory  loan  authorization  was  discussed  and  explained  to 
Congressional  Committee  after  Congressional  Committee,  and 
always  in  the  same  way,  and  to  the  satisfaction  of  those  com¬ 
mittees,  and  exactly  consistent  with  the  position  now  taken  by 
REA.  Always  it  was  pointed  out  to  the  committees  that  REA 
loan  funds  were  available  to  provide  service  to  any  person  in  a 
rural  area  who  was  not  already  receiving  central  station  service. 
It  did  not  matter  where  that  person  was  located  in  relation  to 
power  company  lines.  The  brief  filed  by  the  Department  of 
Agriculture  with  the  Comptroller  General  in  answer  to  his  first 
letter  contains  the  actual  quotations  from  testimony  to  such 
effect  before  the  Congressional  Committees. 

A  sample  of  this  testimony,  as  quoted  in  the  Department’s 
brief,  follows: 

“Mr.  Nicholson:  We  can’t  with  Government  money, 
finance  the  extension  of  cooperative  service  to  farmers 
already  served,  even  if  they  want  it.  There  are  many 
cases  where  a  farmer  served  by  a  utility  company  would 
like  to  take  the  meter  out  and  put  in  a  cooperative 
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meter,  but  under  this  law  as  drawn  we  have  no  author¬ 
ity  to  do  that.  But  if  the  farmer  does  not  have  service, 
no  matter  where  he  lives,  we  have  every  right  under 
this  law  to  finance  the  extension  of  service  to  him,  if  he 
wants  the  service  from  a  borrower  that  we  finance.” 
(emphasis  supplied)  (Hearing,  Senate  Subcommittee 
on  S.  89,  April  2,  1945,  P.  15.) 

The  Comptroller  General  is  silent  on  this  and  similar  quo¬ 
tations  in  the  Department’s  brief.  He  dismisses  the  entire 
matter  by  saying: 

“The  Acting  Secretary  now  advises  that  REA  has  kept 
the  Congress  fully  informed  of  its  activities  over  the 
years  and  indicates  that  the  Congress  has  acquiesced 
in  REA’s  making  loans  for  the  purpose  of  serving  any 
unserved  persons ;  and  that  it  has  been  REA’s  uniform 
administrative  practice  over  the  past  22  years  to  make 
loans  to  bring  electric  service  to  all  unserved  persons  in 
rural  areas,  and  reiterates  that  this  has  been  so  without 
regard  to  the  “availability”  of  service  from  other 
sources.  .  .  .  However,  the  long-continued  practice  as 
reported  by  the  Acting  Secretary,  if  carried  on  with 
Congressional  knowledge  would  tend  to  support  the 
Department’s  position,  or  at  least,  indicate  Congres¬ 
sional  acquiescence  in  the  practice  followed  by  the  De¬ 
partment.  In  view  of  the  foregoing  we  will  take  such 
action  as  may  be  necessary  to  insure  Congressional 
knowledge  of  the  interpretation  of  the  Act  by  REA  and 
the  practices  followed  by  including  a  discussion  of  the 
matter  in  the  report  referred  to  in  the  last  paragraph 
of  this  letter.”  (emphasis  supplied) 

This  is  insulting  and  beyond  comprehension.  The  statement 
of  the  Department  that  Congress  has  always  known  that  REA 
has  interpreted  and  applied  statute  as  written  is  backed  up  by 
specific  quotations  from  Congressional  Hearings.  But  the  Comp¬ 
troller  General  will  neither  comment  upon  nor  accept  this  clear 
evidence  of  the  truth  of  the  Department’s  statement.  In  effect, 
the  Comptroller  General  is  saying  that  he  doesn’t  believe  either 
the  Department  or  the  evidence  furnished  by  the  Department. 
There  appears  to  be  no  limit  to  the  lengths  the  Comptroller 
General  will  go  to  damage  the  rural  electrification  program. 

V 

The  Comptroller  General  Misinterprets  Legal  Opinion  of  USDA 

Perhaps  the  most  outrageous  of  all  the  horrible  examples  of 
mistreatment  of  quotations  in  the  Comptroller  General’s  letter 
is  his  mistreatment  of  an  opinion  of  the  Solicitor  of  the  Depart¬ 
ment  of  Agriculture,  written  in  1942.  In  the  first  place,  the 
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opinion  was  written  with  respect  to  acquisitions,  i.e.,  situations 
where  the  REA  borrower  sought  to  acquire  existing  facilities  in 
order  to  serve  additional  unserved  persons.  It  was  not  directed 
to  the  question  here  involved.  Nevertheless,  even  that  opinion, 
to  the  extent  that  it  does  indirectly  touch  on  the  point  here  in¬ 
volved,  definitely  substantiates  our  position.  In  it  the  Solicitor 
states  that  “where  the  effect  of  a  proposed  loan,  regardless  of 
its  essential  purpose,  would  be  to  substitute  competitive  REA- 
financed  service  to  persons  already  served,  the  loan  may  not  be 
made”.  Note  the  use  of  the  word  “competitive”  in  this  context. 
Clearly  and  obviously,  what  the  Solicitor  had  in  mind  was  the 
competition  involved  in  serving  persons  already  being  served. 
This  sentence  is  included  in  the  part  quoted  by  the  Comptroller 
General,  but  he  makes  no  reference  to  it  in  his  discussion. 
Other  parts  of  that  same  opinion — and  not  quoted  by  the  Comp¬ 
troller  General — read: 

“The  purpose  of  a  loan  made  pursuant  to  the  Rural 
Electrification  Act  must  be  to  bring  electricity  to  ‘per¬ 
sons  in  rural  areas  who  are  not  receiving  central  station 
service.’  (emphasis  supplied).  Section  13  of  the  Act 
defines  ‘rural  area’  ‘as  any  area  of  the  United  States 
not  included  within  the  boundaries  of  any  city,  village 
or  borough  having  a  population  in  excess  of  fifteen 
hundred  inhabitants’  .  .  .”. 

This  quotation  from  the  Act  appearing  in  the  Solicitor’s 
opinion  clearly  shows  that  any  person  in  any  rural  area  out¬ 
side  of  the  boundaries  of  a  city,  etc.,  having  a  population  in  excess 
of  fifteen  hundred  is  eligible  to  be  the  beneficiary  of  an  REA 
loan.  But  this  part  of  the  Solicitor’s  opinion  is  not  quoted  or 
referred  to  by  the  Comptroller  General. 

Again,  in  this  same  opinion,  the  Solicitor  stated:  “In  other 
words,  the  unserved  persons  whose  benefit  is  the  purpose  of 
the  loan  must  be  in  ‘rural  areas’  .  .  .”  This  also  is  not  referred 
to  by  the  Comptroller  General.  He  completely  ignores  the  fact 
that  the  Solicitor,  as  shown  by  the  above  quotations,  and  by  some 
15  other  statements  to  the  same  effect  in  that  opinion,  uses  the 
word  “competition”  to  mean  only  competition  to  serve  persons 
already  served.  Instead,  the  Comptroller  General  makes  the 
wholly  unfounded  statement  that  the  word  “competition”,  as 
used  by  the  Solicitor,  means  the  construction  of  any  REA- 
financed  lines  in  the  same  area  where  there  are  power  company 
lines  and  then  he  “interprets”  the  Solicitor’s  opinion  as  mean¬ 
ing  that  REA  loans  are  not  available  for  that  kind  of  compe¬ 
tition. 

To  get  the  full  impact  of  this  unbelievable  argument  of  the 
Comptroller  General,  we  must  remember  that  at  the  time  the 
opinion  of  the  Solicitor  which  he  discusses  was  written,  Vincent 
D.  Nicholson  was  the  lawyer  in  the  Department  of  Agriculture 
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who  was  in  charge  of  the  legal  work  for  REA.  The  Solicitor’s 
opinion  referred  to  by  the  Comptroller  General  was  actually 
written  by  him  and  members  of  his  staff,  although  this  was  done 
in  consultation  with  the  Solicitor  and  the  Solicitor  signed  the 
opinion.  This  is  normal  Government  procedure,  as  the  Comp¬ 
troller  General  well  knows. 

Mr.  Nicholson,  time  and  again,  in  testifying  before  Congres¬ 
sional  Committees,  gave  the  same  description  of  the  Adminis¬ 
trator’s  loan  powers  that  has  always  been  given,  even  though 
the  Comptroller  General  would  now  change  those  powers.  (See 
Department  of  Agriculture’s  answer  to  first  letter.)  Mr.  Nichol¬ 
son  did  that  with  full  knowledge  of  the  opinion  for  which  he 
had  had  the  major  responsibility.  His  staff,  some  of  whom 
worked  on  that  same  opinion,  always  gave  that  same  interpreta¬ 
tion — and  since  the  time  of  Mr.  Nicholson’s  death,  every  suc¬ 
cessor,  and  every  Solicitor  and  General  Counsel  of  the  Depart¬ 
ment  of  Agriculture,  and  every  member  of  the  legal  staff  servic¬ 
ing  REA,  has  given  the  same  interpretation. 

Thus,  in  Solicitor’s  opinion  No.  5564,  dated  as  recently  as 
June  5,  1953,  which  was  referred  to  in  the  Department’s  brief, 
we  find  this  flat  statement  on  the  lending  authority  of  the  Ad¬ 
ministrator  : 

“Thus,  the  provision,  in  section  4,  authorizing  loans  for 
the  purpose  of  furnishing  electric  energy  to  persons 
‘not  receiving  central  station  service’,  can  be  viewed 
both  as  (1)  an  assurance  that  REA  funds  would  be  ex¬ 
pended  for  the  benefit  of  the  unserved,  and  (2)  an  assur¬ 
ance  that  REA  funds  would  not  be  used  to  take  existing 
customers  away  from  their  present  suppliers.  The  in¬ 
clusion  of  the  ‘rural  area’  provision,  in  addition  to  the 
‘central  station  service’  provision,  may  have  indicated 
a  judgment  on  the  part  of  the  Congress  that  such  urban 
areas  either  were  being,  or  unquestionably  would  be, 
supplied  with  central  station  service  by  non-REA  bor¬ 
rowers.  Such  inclusion  may,  therefore,  have  indicated 
a  general  intention  to  exclude  REA  financing  with  re¬ 
spect  to  areas  so  densely  populated  as  to  justify  a  con¬ 
clusion  that  all  persons  in  such  areas  who  desired  elec¬ 
tric  service  could  readily  obtain  it  from  the  power  com¬ 
panies.  It  should  be  noted,  however,  that  the  authori¬ 
zation  in  section  4  of  the  RE  Act  is  not  phrased  in 
terms  of  areas,  but  relates  to  ‘persons  in  rural  areas 
who  are  not  receiving  central  station  service  .  .  .’  This 
was  pointed  out  in  the  course  of  the  Senate  debate,  as 
follows : 

‘Mr.  King.  If  an  organization  were  formed  beyond 
the  10-mile  limit  to  which  I  have  just  referred  and 
within  which  limit  the  farmers  are  supplied  with 
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electric  energy,  that  organization  would  not  be 
permitted  to  come  back  into  the  10-mile  area  to 
furnish  light  to  farmers  already  receiving  it? 

‘Mr.  Norris.  Not  to  those  already  receiving  it,  but 
it  might  come  into  the  10-mile  area  and  supply 
farmers  who  were  not  receiving  it.  That  is  a  dis¬ 
tinction  which  I  think  ought  to  be  drawn.’  (80 
Cong.  Rec.  2752.) 

“Thus,  the  effect  of  the  ‘rural  area’  provision,  in  con¬ 
junction  with  the  ‘central  station  service’  provision,  is 
that  REA  may  finance  service  to  unserved  individuals 
in  a  rural  area,  even  though  the  area  in  general  is  served 
by  another  supplier,  but  may  not  do  so  in  a  non-rural 
area.” 

Numerous  other  opinions  of  the  Solicitor  of  the  Depart¬ 
ment  of  Agriculture  have  held  to  the  same  effect.  In  this  con¬ 
nection  see  Opinions  numbered:  4586,  4962,  4981,  4982,  5206, 
5213,  5216,  5217,  5338,  and  5385. 

The  Department  of  Agriculture,  in  its  brief,  pointed  out 
most  of  these  facts  in  support  of  its  statement  that  the  Comp¬ 
troller  General’s  position  “is  in  conflict  with  the  position  unani¬ 
mously  adopted  by  the  Solicitors  and  General  Counsel  of  the 
Department  of  Agriculture  .  .  .”  The  brief  submitted  on  behalf 
of  NRECA,  which  was  prepared  by  two  attorneys  who  had  had 
many  years  of  service  on  the  legal  staff  serving  REA,  also  stated 
this  fact  from  the  personal  knowledge  of  those  attorneys.  De¬ 
spite  all  this,  the  Comptroller  General  still  persists  in  saying  that 
the  opinion  of  the  Solicitor  referred  to  substantiates  his  impos¬ 
sible  position. 

VI 

Comptroller  General  Reverses  Opinions  of  His  Predecessors 

Previous  opinions  of  the  Comptroller  General  have  clearly 
placed  in  the  Administrator  of  REA  the  responsibility  and  author¬ 
ity  to  determine  in  each  instance  whether  a  particular  loan  appli¬ 
cation  meets  the  requirements  of  the  Rural  Electrification  Act. 
The  very  quotations  from  those  opinions  which  are  now  set  forth 
in  the  new  ruling  of  this  Comptroller  General  clearly  demon¬ 
strate  this  point. 

Thus,  the  present  Comptroller  General  quotes  from  the  letter 
of  a  previous  Comptroller  General,  dated  March  12,  1943,  B- 
32920,  as  follows: 

“Of  course,  the  question  as  to  whether  the  basic  purpose 
of  a  proposed  loan  in  a  particular  case  is  to  provide  elec¬ 
tric  service  to  unserved  persons  in  rural  areas  is  a  mat¬ 
ter  for  determination  administratively,  rather  than  by 
this  office,  after  a  thorough  consideration  of  the  perti¬ 
nent  facts  and  circumstances  in  the  case.” 
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He  also  quotes  from  another  letter  written  by  a  Comptroller 
General  in  1943,  in  which  it  is  clearly  stated  that  these  ques¬ 
tions  are  for  determination  administratively  rather  than  by  the 
Comptroller  General.  (This  last  quotation  ends  with  the  quali¬ 
fication  that  the  Administrator’s  discretion  may  not  be  abused. 
This  qualification  will  be  discussed  later,  under  point  VII,  in 
its  proper  context.) 

Despite  this  clear  evidence  that  previous  Comptrollers  Gen¬ 
eral  have  refused  to  interfere  with  the  discretion  of  the  Ad¬ 
ministrator,  this  Comptroller  General  not  only  persists  in  doing 
so,  but  insists  that  he  is  not  departing  from  previous  rulings. 

There  is  another  important  point  to  be  noted  in  connection 
with  our  consideration  of  the  difference  between  the  attitude 
and  actions  of  previous  Comptrollers  General  and  those  of  the 
present  Comptroller  General.  Although  no  Comptroller  General 
in  the  past  has  undertaken  to  specifically  interpret  the  words 
“persons  in  rural  areas  who  are  not  receiving  central  station 
service”  as  they  appear  in  the  Rural  Electrification  Act — prob¬ 
ably  for  the  obvious  reason  that  the  language  is  so  clear  that 
it  can  have  only  one  meaning — other  Comptrollers  General  have 
shown  that  they  both  understood  and  accepted  the  plain  meaning 
of  the  provision. 

In  that  very  part  of  the  letter  written  by  the  Comptroller 
General  to  a  Congressman  on  February  3,  1943,  which  the 
present  Comptroller  General  quotes,  the  then  Comptroller  Gen¬ 
eral  states  that  the  validity  of  a  loan  depends  upon  whether  its 
basic  purpose  “.  .  .  is  to  provide  electric  service  to  unserved 
persons  in  rural  areas  .  .  .”.  Also,  in  the  quotation  used  by  the 
present  Comptroller  General  and  set  forth  above,  the  basic  pur¬ 
pose  of  a  loan  is  again  described  as  one  “.  .  .  to  provide  electric 
service  to  unserved  persons  in  rural  areas  .  .  In  that  same 
letter,  in  a  part  not  quoted  by  the  present  Comptroller  General, 
it  is  stated  that  the  power  of  the  Administrator  of  REA  to 
make  loans  must  be  “.  .  .  viewed  in  the  light  of  the  controlling 
intent  of  the  Congress  to  provide  electric  service  to  persons  in 
rural  areas  not  receiving  central  station  service  .  .  (emphasis 
supplied) 

In  another  letter  of  a  previous  Comptroller  General,  written 
to  Congressman  Boren  and  dated  December  1,  1942 — from  which 
the  present  Comptroller  General  does  not  quote — the  then  Comp¬ 
troller  General  refers  to  “.  .  .  the  essential  statutory  purpose 
of  providing  electricity  to  serve  persons  in  rural  areas  .  . 

This  constant  reiteration  in  letters  and  opinions  of  previous 
Comptrollers  General  of  the  clear  purpose  of  the  Act  to  provide 
service  to  unserved  persons  in  rural  areas,  without  explanation 
or  qualification,  clearly  demonstrates  that  they  agreed  with  the 
action  of  the  Administrator  in  applying  the  Rural  Electrification 
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Act  as  written — and  not  as  the  present  Comptroller  General 
would  rewrite  that  Act. 

How  does  the  present  Comptroller  General  treat  this  clear 
proof  that  he  is  reversing  the  rulings  of  previous  Comptrollers 
General?  By  saying:  .  .  we  do  not  consider  anything  we 

said  in  our  letter  of  July  21  to  be  diametrically  opposed  to 
the  views  of  this  Office  as  set  forth  by  previous  Comptrollers 
General”  (emphasis  supplied). 

We  submit  that  he  must  stand  alone  in  this  judgment  of 
his  action. 

VII 

The  Comptroller  General  Attempts  To  Make  Legislative 
History  Sound  Ambiguous 

As  demonstrated  above  herein,  the  Comptroller  General  has 
based  his  argument  on  a  legal  proposition  that  does  not  exist, 
namely,  that  even  though  the  language  of  a  statute  is  clear  and 
unambiguous,  and  plain  in  meaning,  it  is  yet  permissible  for  him 
to  look  to  the  legislative  history  to  change  the  plain  meaning  of 
that  clear  and  unambiguous  statutory  language.  Then,  in  turn¬ 
ing  to  the  legislative  history,  he  not  merely  misstates  it,  and  mis¬ 
construes  it,  and  omits  from  it  those  additional  parts  which 
destroy  his  position,  but  even  as  he  misstates  that  history  he 
does  not  dare  say  that  the  history  clearly  and  unambiguously 
means  what  he  wants  it  to  mean. 

In  fact,  the  most  that  even  he  dares  to  say  is  that  “he 
does  not  believe”  that  a  Senator  means  what  he  says,  or  that 
“he  feels”  that  a  Congressman  means  something  different  from 
what  he  says.  Thus,  even  the  Comptroller  General  at  his  strong¬ 
est  can  only  say  that  “he  feels”,  “he  believes”,  that  Congress 
really  intended  something  different  from  what  it  said.  So  we 
have  the  Comptroller  General  using  what  he,  in  effect,  claims 
is  ambiguous  legislative  history  to  change  the  plain  meaning 
of  clear  and  unambiguous  statutory  language. 

This  is  indeed  a  new  twist  and  we  defy  the  Comptroller 
General  to  find  any  language,  even  language  taken  out  of  con¬ 
text,  in  any  case  or  text  book,  that  stands  for  the  proposition 
that  ambiguous  legislative  history  can  be  so  used. 

Thus,  it  becomes  ludicrous  when  the  Comptroller  General 
now  quotes  from  a  letter  of  another  Comptroller  General  written 
in  1943,  in  which  the  then  Comptroller  General  states  that  the 
question  of  whether  the  basic  purpose  of  a  proposed  loan  meets 
the  statutory  requirements  is  for  decision  administratively 
rather  than  for  the  Comptroller  General,  “subject  to  the  limita¬ 
tion  that  the  Administrator’s  discretion  in  this  regard  may  not 
be  abused” — and  the  Comptroller  General  underscores  this  part 
of  the  quotation. 

How  the  Comptroller  General  can  even  dare  speak  of  abuse 
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of  discretion  by  the  Administrator,  in  a  case  where  the  Comp¬ 
troller  General  must  use  non-existent  law  as  an  excuse  for  look¬ 
ing  at  legislative  history  which  he  contends  is  ambiguous  in  order 
to  change  the  plain  meaning  of  clear  and  unambiguous  statutory 
language,  is  beyond  comprehension.  There  is  only  one  abuse  in 
the  present  case,  and  that  is  the  abuse  by  the  Comptroller  Gen¬ 
eral  of  his  authority,  his  function,  the  law,  the  legislative  history 
and  all  of  the  facts  pertaining  to  the  issue. 

VIII 

Comptroller  General  Demonstrates  Determination  To 
Undermine  REA  Program 

Space  does  not  permit  a  paragraph  by  paragraph  analysis 
of  the  Comptroller  General’s  opinion.  Literally  volumes  could  be 
written  showing  how,  in  every  particular,  the  opinion  is  in  error 
and  shows  the  determination  of  the  Comptroller  General  to 
damage  the  rural  electrification  program. 

Thus,  he  says  that  whether  or  not  he  has  authority  to  review 
loans  made  by  the  Administrator,  he  intends  to  report  to  Congress 
any  transaction  which  he  feels  is  contrary  to  the  intent  of  the 
statute — in  this  case,  even  though  he  admits  the  language  of 
the  statute  clearly  authorizes  the  loan  in  question. 

Then,  in  discussing  our  reference  in  our  previous  brief  to 
the  decision  of  the  United  States  District  Court  for  the  District 
of  Columbia  in  the  case  of  Kansas  City  Power  and  Light  Com¬ 
pany,  et  al  v.  McKay,  et  al,  115  F.  Sup.  402,  he  deliberately 
ignores  the  fact  that  the  District  Court  went  into  all  of  the 
merits  of  the  case  in  a  lengthy  and  careful  opinion,  and  decided 
each  substantive  issue  in  favor  of  the  Government,  and  in  effect 
upheld  our  interpretation  of  the  Administrator’s  powers  to  make 
loans.  The  Comptroller  General  tries  to  dismiss  this  matter  by 
stating  that  the  case  was  finally  decided  on  appeal  in  favor  of 
the  Government  on  the  “standing  to  sue”  question — a  fact  which 
we  had  pointed  out  in  our  brief — and  he  further  states  that  the 
circumstances  in  the  cited  case  were  not  the  same  as  those  in 
the  instant  case.  No  one  said  that  they  were — but  the  principle 
of  law  involved  is  precisely  the  same. 

In  another  case,  not  referred  to  by  the  Comptroller  General, 
there  is  a  holding  on  the  meaning  of  statutory  language  which  is 
directly  analogous  to  the  provision  in  the  Rural  Electrification 
Act  that  loans  be  made  to  furnish  service  to  “.  .  .  persons  in 
rural  areas  who  are  not  receiving  central  station  service.”  In 
the  case  of  Williams  Electric  Coop.  v.  Montana-Dakota  Utility 
Co.,  79  N.  W.  (2d)  508  N.D.,  1956),  the  Supreme  Court  of  North 
Dakota  had  to  interpret  the  words  “not  receiving  similar  service 
from  another  utility,  or  electric  cooperative  corporation  .  .  .”. 
This  is  what  the  Court  said: 
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“As  used  in  the  statute,  the  phrase  not  ‘receiving  similar 
service  from  another  utility,  or  electric  cooperative 
corporation’,  has  reference  to  service  in  fact  as  distin¬ 
guished  from  ability  to  give  service.  There  is  no  lan¬ 
guage  in  the  statute  from  which  it  may  be  gathered 
that  it  was  the  intent  of  the  legislature  to  extend  the 
force  of  the  statute  to  territory  in  which  a  utility  or 
electric  cooperative  merely  had  the  ability  or  desire  to 
deliver  electrical  energy.” 

This  ruling  is  directly  in  point — and  in  favor  of  the  Depart¬ 
ment  of  Agriculture.  But  apparently  this  is  not  the  kind  of 
authority  that  the  Comptroller  General  is  interested  in.  There¬ 
fore,  we  find  no  reference  to  or  discussion  of  such  authority  in 
his  opinion. 

Fails  To  Mention  Department  Of  Justice 

Further  illustration  of  the  Comptroller  General’s  biased  atti¬ 
tude  is  found  in  his  failure  to  even  mention  the  firm  position 
taken  by  the  Department  of  Justice  in  support  of  the  Adminis¬ 
trator’s  position.  As  fully  documented  in  the  brief  which  NRECA 
filed  with  the  Comptroller  General  in  answer  to  his  first  letter, 
the  Department  of  Justice,  in  briefs  filed  in  cases  contesting  the 
Administrator’s  lending  authority,  has  flatly  stated  that  such 
authority  applies  to  all  cases  which  involve  service  to  unserved 
persons  in  rural  areas,  whether  or  not  service  is  otherwise 
“available”  to  such  persons.  Yet  this  position  of  the  Depart¬ 
ment  of  Justice  is  not  only  not  accepted  by  the  Comptroller 
General,  but  he  does  not  even  deign  to  mention  it. 

The  Comptroller  General  magnanimously  does  deign  to 
accept  the  well  established  rule  of  law  that  Administrative 
rulings  over  a  long  period  are  entitled  to  considerable  respect 
and  weight,  but  then  goes  on  to  say  that  even  if  an  adminis¬ 
trative  determination  is  legally  supportable  under  the  language 
of  a  statute,  if  he  considers  it  to  be  contrary  to  the  evident 
spirit  and  intent  of  Congress  in  enacting  the  statute,  he  will 
report  the  matter  to  Congress.  In  the  circumstances  of  this 
case,  after  his  own  plain  demonstration  that,  even  under  his 
misuse  and  misinterpretation  of  the  legislative  history,  the  most 
that  he  can  say  is  that  “he  feels”,  or  “believes”,  or  it  “appears 
to  him”,  that  the  legislative  history  does  not  mean  what  it  says 
— that  he  has  “considerable  doubt” — how  the  Comptroller  Gen¬ 
eral  can  conclude  that  the  Administrator’s  action  is  contrary 
“to  the  evident  spirit  and  intent  of  Congress  in  enacting  that 
statute  as  disclosed  by  the  legislative  history  thereof  .  . 
(emphasis  supplied)  is  beyond  comprehension.  What  clearer  proof 
is  needed  of  the  “evident  intent”  of  the  Comptroller  General  to 
damage  the  rural  electrification  program? 
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IX 

The  Comptroller  General  Uses  Unverified  Power  Company 
Material  and  Assumptions 

When  the  Comptroller  General  turns  his  attention  to  the 
specific  case  involved,  he  demonstrates  beyond  doubt — if  any 
doubt  still  remains— that  he  has  only  one  purpose  in  mind :  The 
destruction  of  the  rural  electrification  program.  What  he  has 
given  us  is  not  the  carefully  considered  judicious  opinion  of  one 
Government  official  passing  upon  the  action  of  another  Govern¬ 
ment  official,  but  the  biased  one-sided  presentation  of  the  power- 
company.  Thus,  he  says  “the  record  before  us”,  “it  has  been 
reported”,  “we  understand”,  “it  appears  from  the  record”,  time 
and  again  in  referring  to  facts  which  were  not  furnished  him 
either  by  the  Government  or  the  cooperatives.  Nor  were  those 
facts  checked  with  these  interested  parties.  Obviously,  they 
could  have  been  furnished  him  only  by  the  power  company. 

In  addition,  wherever  there  may  be  facts  which  militate 
against  his  position,  he  does  not  ask  for  the  facts  but  he  assumes 
the  contrary.  Thus,  when  the  Department  of  Agriculture  points 
out  that  the  line  in  question  was  being  used  to  serve  307  new 
consumers  and  could  have  been  justified  on  that  basis,  the 
Comptroller  General  “assumes”  that  the  loan  would  not  have 
been  made  unless  service  to  the  new  plant  was  included. 

And  when  the  Department  of  Agriculture  states  that  it  is 
doubtful  whether  the  service  being  rendered  by  the  company 
at  the  old  plant  was  sufficiently  adequate  even  to  constitute 
central  station  service,  the  Comptroller  General  merely  states 
that  the  previous  report  he  had  received  from  the  Department 
had  not  said  that  the  existing  service  was  inadequate;  there¬ 
fore,  he  completely  dismisses  that  point,  when  he  could  easily 
have  obtained  the  facts  by  a  telephone  call  to  the  Department 
of  Agriculture.  Again,  on  the  question  of  whether  the  price  at 
which  the  power  company  was  offering  to  render  service  to  the 
new  plant  was  reasonable,  the  Comptroller  General  merely  states 
that  he  “assumed”  that  the  price  was  reasonable.  A  telephone 
call  to  the  Department  of  Agriculture  would  have  given  him  the 
facts  rather  than  an  assumption — but  apparently  facts  were  not 
what  the  Comptroller  General  wanted. 

It  is  inconceivable  that  any  Government  agency  would  treat 
another  Government  agency  in  such  arbitrary  fashion.  Not  only 
did  the  Comptroller  General  give  no  indication  of  what  he  was 
contemplating  when  he  suddenly,  and  without  warning,  issued 
his  first  opinion  in  this  matter,  but  after  receiving  exhaustive 
and  convincing  briefs  from  the  Department  of  Agriculture, 
NRECA  and  the  cooperatives  involved,  he  proceeds  to  issue  a 
second  opinion  without  even  requesting  important  facts,  pre¬ 
ferring  to  assume  facts  which  will  justify  his  position. 
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His  treatment  of  the  Department  of  Agriculture’s  action  in 
this  case  would  be  amusing  if  the  matter  were  not  so  important 
and  the  damage  threatened  so  serious.  In  the  instant  case,  a 
cooperative  makes  a  loan  application  to  the  Administrator  of 
REA.  The  Administrator  feels  that  on  the  basis  of  that  presen¬ 
tation  he  should  not  make  the  loan.  The  cooperative  renews  its 
application  and  furnishes  the  additional  facts  and  information 
which  convinces  the  Administrator  that  the  application  should 
be  granted. 

There  are  a  number  of  other  bases  upon  which  the  Adminis¬ 
trator  could  have  made  the  loan  and  those  bases  are  set  forth 
in  the  Department’s  brief.  But,  says  the  Comptroller  General, 
since  the  Administrator  did  not  make  the  loan  on  any  of  these 
other  bases,  the  loan  is  still  illegal.  In  other  words,  the  Comp¬ 
troller  General  is  treating  a  loan  study  made  by  the  Adminis¬ 
trator  and  his  staff  as  though  it  were  a  Court  case,  and  any 
arguments  or  considerations  not  specifically  used  as  the  bases 
for  making  the  loan  are  no  longer  available  to  the  Administrator. 

Let  this  be  a  full  warning  to  all  Government  lending  agen¬ 
cies.  The  Comptroller  General  now  says  in  effect  that  every  loan 
made  by  any  of  them  must  have  in  the  loan  docket  at  the  very 
outset  every  conceivable  reason  and  basis  for  making  the  loan. 
Otherwise  the  Comptroller  General  will  disregard  all  of  these 
valid  reasons  and  bases  when  he  decides  to  review  the  loan. 
Hereafter,  it  will  not  be  sufficient  for  a  lending  agency  to  select 
just  one  valid  basis  for  making  the  loan,  but  it  must  prepare 
its  papers  in  the  beginning  so  that  they  include  every  possible 
basis.  This  may  seem  fantastic,  but  it  is  what  the  Comptroller 
General  has  held  in  this  case. 


X 

Comptroller  General  Now  Would  Not  Disturb  This 

“Illegal”  Loan 

The  Comptroller  General  now  says  that  although  the  loan 
is  illegal  nothing  need  be  done  about  it — but,  of  course,  it  must 
not  be  done  again. 

In  his  original  ruling  the  Comptroller  General  directed  the 
Administrator  to  take  steps  to  obtain  the  immediate  return  of 
the  loan  funds.  If  he  is  right  in  his  ruling  that  the  loan  was 
unauthorized,  that  was  a  logical  direction.  Now,  although  he 
maintains  his  position  that  the  loan  was  illegal,  he  tells  the 
Administrator  that  he  need  not  take  any  steps  to  obtain  an 
immediate  return  of  the  money  because  the  cooperative  has 
spent  the  money  and  is  under  contract  to  return  it  over  a  35-year 
period. 

This  new  twist  in  logic  is  as  confusing  as  the  other  mental 
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gyrations  of  the  Comptroller  General.  If  the  loan  is  illegal,  cer¬ 
tainly  it  should  not  be  permitted  to  stand.  If  it  is  illegal,  it  can¬ 
not  be  condoned  and  the  money  should  be  recaptured  at  once. 

One  cannot  help  but  wonder  whether  this  new  bit  of  inspired 
reasoning  by  the  Comptroller  General  does  not  result  from  the 
fact  that  he  knows  that  no  Court  in  the  land  would  back  up  his 
position  and  that  if  the  Administrator  sued  to  obtain  an  imme¬ 
diate  return  of  the  money  the  Courts  would  expose  the  ruling 
of  the  Comptroller  General  for  what  it  is — a  completely  ridicu¬ 
lous  and  unfounded  ruling. 


XI 

The  Comptroller  General’s  Ruling  Is  Completely 
Confused  and  Confusing 

The  Comptroller  General  has  actually  given  us  different  and 
conflicting  standards  with  respect  to  the  loans  that  the  Adminis¬ 
trator  may  make.  Thus,  he  says  that  the  Administrator  may 
not  make  loans  to  serve  unserved  persons  who  are  “along  side 
of”,  or  “adjacent  to”,  or  “within  a  reasonable  distance  of”,  the 
lines  of  a  power  company  when  that  power  company  is  willing 
to  serve  such  persons  at  a  reasonable  price.  He  also  states  as  a 
requirement  that  the  power  company  must  be  able  to  reach  these 
unserved  persons  without  extending  its  existing  lines.  He  also 
states  that  the  instant  case  is  an  illustration  of  the  type  of 
unserved  rural  person  that  may  not  be  reached  by  REA  financed 
lines. 

In  the  instant  case,  it  would  have  been  necessary  for  the 
power  company  to  reconstruct  a  substantial  part  of  its  existing 
facilities  and  to  extend  a  heavy  transmission  line  a  distance  of 
160  feet  to  reach  the  new  plant,  at  an  expenditure  of  $100,000. 
Since  an  extension  would  have  been  necessary  in  the  instant 
case,  how  are  we  to  interpret  the  Comptroller  General’s  state¬ 
ment  that  the  power  company  must  be  able  to  serve  the  un¬ 
served  person  without  extension  of  its  lines?  Obviously,  giving 
the  word  “extension”  its  normal  dictionary  meaning,  the  Comp¬ 
troller  General  cannot  have  it  both  ways.  Either  the  word 
“extension”  is  being  used  by  him  in  some  new  and  strange 
manner  or  he  has  contradicted  himself.  This  is  surely  a  point 
on  which  additional  “clarification”  is  needed  from  the  Comp¬ 
troller  General. 

Also,  in  view  of  the  facts  of  the  instant  case,  some  definition 
of  “within  a  reasonable  distance  of”  power  company  lines  must 
be  furnished.  It  is  true  that  the  Comptroller  General  has  quali¬ 
fied  his  statement  on  this  by  noting,  parenthetically,  that  the 
reasonable  distance  shall  be  as  determined  by  the  Administrator. 
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But  in  the  instant  case  an  expenditure  of  $100,000  would  have 
been  required  of  the  power  company,  for  the  reconstruction  of 
existing  facilities,  plus  the  extension  of  a  heavy  transmission 
line  for  160  feet.  The  Comptroller  General  has  categorically 
stated  that  the  new  facility  to  be  served  was  within  a  reasonable 
distance  of  the  company’s  lines.  Therefore,  he  does  not  permit 
the  Administrator  to  make  the  determination  in  this  case.  What 
then  happens  to  his  statement  that  the  Administrator  shall  de¬ 
termine  what  is  a  reasonable  distance? 

Unless  the  Administrator  is  actually  to  be  given  the  full 
and  final  authority  to  make  the  determination,  then  the  Ad¬ 
ministrator,  in  many  instances,  cannot  feel  free  to  make  a  loan 
to  serve  an  unserved  person  in  a  rural  area  without  first  obtain¬ 
ing  the  approval  of  the  Comptroller  General,  because  the  Comp¬ 
troller  General,  although  he  states  that  the  Administrator  shall 
make  the  determination,  by  his  action  in  the  instant  case  shows 
that  he  has  set  himself  up  as  an  appellate  court  for  each  such 
determination  made  by  the  Administrator. 


XII 

Ruling  Would  Prohibit  Loans  For  Generation  and 
Transmission  Facilities 

The  Comptroller  General’s  ruling,  if  applied,  would  outlaw 
loans  for  new  generating  and  transmission  cooperatives.  In  the 
Brief  which  NRECA  filed  with  the  Comptroller  General  in  con¬ 
nection  with  the  Comptroller  General’s  first  letter  it  was  pointed 
out  that  under  his  first  letter  “No  generating  loans  would  be 
made.”  The  Comptroller  General  says  nothing  to  allay  this  fear 
in  his  second  letter.  His  opinion,  if  not  “clarified,”  would  seem 
to  prohibit  new  loans  for  generating  facilities,  since  the  dis¬ 
tribution  cooperative  is  not  merely  “adjacent  to”,  “along  side 
of”,  or  within  a  “reasonable  distance  of”  the  power  company’s 
lines,  but  is  actually  already  “tied  to  the  power  lines”  of  the 
power  company. 

The  failure  of  the  Comptroller  General  to  allay  our  fears  on 
generating  loans  becomes  more  significant  when  we  consider 
that  he  went  out  of  his  way  to  state  that  he  was  not  objecting 
to  loans  made  to  “heavy  up”  existing  cooperative  facilities,  even 
though  there  was  no  mention  of  loans  for  “heavying  up”  lines 
in  the  previous  letter  or  the  briefs  filed.  Therefore,  his  failure 
to  state  that  generating  loans,  which  were  mentioned  in  NRECA’s 
brief,  were  also  permissible  seems  to  be  deliberate  and  not  an 
oversight. 

In  any  event,  unless  and  until  his  ruling  is  altered  by  fur¬ 
ther  “clarification”,  the  Comptroller  General  would  prohibit 
loans  for  generating  and  transmission. 
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XIII 

Many  Other  Loans  of  the  Types  Which  Have  Always 
Been  Made  Would  Be  Prohibited 

The  ruling  of  the  Comptroller  General,  if  applied,  would 
prohibit  many  other  loans  of  the  types  which  have  always  been 
made.  Let  us  consider  just  a  few  additional  factual  situations 
in  which  loans  cannot  be  made  if  the  opinion  is  applied.  Take 
the  not  unusual  case  where  a  power  company  has  a  115  kv  trans¬ 
mission  line  which  it  has  constructed  and  is  using  merely  to 
connect  two  towns  that  it  serves.  The  transmission  line  runs 
through  the  heart  of  a  cooperative’s  territory,  but  it  serves  no 
persons  in  the  cooperative’s  territory.  An  attractive  load  develops 
in  the  midst  of  the  cooperative’s  territory  under,  or  almost  under, 
or  within  a  “reasonable  distance  of”  the  company’s  transmission 
line.  Suppose  the  company  is  willing  to  tap  its  transmission  line 
at  that  point  and  install  a  substation  to  serve  that  load.  Under 
the  language  of  the  opinion,  the  Administrator  cannot  lend  the 
cooperative  money  to  serve  that  load,  even  though  it  is  in  the 
heart  of  the  cooperative’s  territory  and  outside  of  the  power 
company’s  territory.  Unless  the  Comptroller  General  issues  an¬ 
other  “clarification”  of  his  opinion,  even  this  type  of  loan  would 
be  considered  unauthorized. 

What  happens  if  the  cooperative’s  lines  are  also  “adjacent 
to”,  or  “along  side  of”,  or  within  a  “reasonable  distance  of”, 
the  unserved  consumer  ?  Apparently  the  Administrator  still  can¬ 
not  make  a  loan  to  serve  that  consumer.  What  if  the  coopera¬ 
tive’s  lines  are  closer  to  the  unserved  person  than  the  lines  of 
the  power  company?  Apparently  the  loan  is  still  prohibited. 
What  if  the  cooperative’s  lines  were  there  before  the  power 
company’s  lines?  Apparently  that  would  make  no  difference. 
What  if  the  company’s  lines  are  completely  inadequate?  Appar¬ 
ently — at  least  if  the  power  company  says  it  is  willing  to  put 
in  new  facilities — that  would  make  no  difference. 


Many  “Clarifications”  Needed 

It  seems  clear  that,  unless  REA  is  to  stop  making  loans, 
a  great  many  additional  “clarifications”  must  be  made,  by  the 
Comptroller  General. 

In  fact,  it  would  seem  that  REA  might  need  a  “clarification” 
in  connection  with  each  loan  application  to  serve  new  consumers. 
If  so,  wouldn’t  the  Comptroller  General  in  effect  become  also  the 
Administrator  ? 

It  is  obvious  that  the  Comptroller  General  still  has  no  clear 
understanding  of  the  operations  involved  and  his  ruling,  if 
applied,  would  at  least  create  tremendous  confusion.  It  is  un- 
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believable  that  anyone  would  attempt  to  make  such  an  important 
ruling  without  even  understanding  its  import. 

Although  the  Comptroller  General  in  his  first  letter  merely 
said  that  the  Administrator  could  not  make  a  loan  to  serve  areas 
where  there  were  power  company’s  lines  and  the  power  company 
was  willing  to  serve,  he  has  now  added  an  additional  require¬ 
ment,  and  that  is  that  the  power  company  must  be  willing  to 
sell  “at  a  reasonable  price”.  He  does  not  say  that  this  is  a  change 
from  his  original  letter  but  it  is,  of  course,  a  most  important 
change.  And  it  does  not  alter  the  fact  that  the  ruling  is  still 
destructive  of  the  rural  electrification  program.  Furthermore, 
who  is  to  decide  what  a  “reasonable  price”  is,  in  particular 
circumstances  ? 

Basically,  of  course,  the  REA  program  was  created  because 
the  private  power  companies  would  not  serve  persons  in  rural 
areas  at  reasonable  prices.  They  have  always  been  willing  to 
serve  anyone,  if  they  could  charge  enough. 

On  the  question  of  the  definition  of  the  terms  used  by  the 
Comptroller  General — “adjacent  to”,  “along  side  of”,  “within  a 
reasonable  distance”  and  “a  reasonable  price” — there  cannot  be 
a  definite  yardstick  for  all  cases.  What  is  a  “reasonable  distance” 
in  Pennsylvania  may  not  be  a  “reasonable  distance”  in  South 
Dakota.  And  what  may  be  a  “reasonable  price”  in  Vermont 
may  not  be  a  “reasonable  price”  in  Tennessee. 

It  is  no  answer  to  say  that  the  Administrator  will  make  those 
determinations.  How  can  he,  when  in  the  instant  case  the  Comp¬ 
troller  General  flatly  says  that  a  consumer  who  can  be  served  by 
a  power  company  only  if  the  power  company  spends  more  than 
$100,000  to  rebuild  existing  lines  and  then  extends  its  heavy 
transmission  line  for  160  feet  is  within  a  reasonable  distance? 
What  if  the  Administrator  thinks  it  is  an  unreasonable  distance  ? 
Obviously,  with  a  Comptroller  General  who  acts  in  this  manner 
the  Administrator  could  never  feel  safe  with  any  decision  until 
it  had  been  approved  by  the  Comptroller  General. 

What  of  the  Administrator’s  right  to  make  loans  to  “heavy 
up”  lines  already  serving  those  whom  the  Comptroller  General 
now  says  should  not  have  been  served  ?  Although  the  Comptroller 
General’s  opinion  specifically  approves  of  loans  to  “heavy  up” 
existing  cooperative  facilities,  it  raises  the  very  important  ques¬ 
tion  of  whether  the  Administrator  can  make  loans  for  the  pur¬ 
pose  of  “heavying  up”  those  facilities  which  have  already  been 
built  to  serve  persons  who  were  “adjacent  to”,  or  “along  side  of”, 
or  within  a  “reasonable  distance  of”,  power  company  lines  when 
the  cooperative  first  began  to  serve  them. 

If  the  original  loan  was  improper,  can  further  loans  be  made 
for  additional  service  to  those  people?  If  such  further  loans  are 
prohibited,  complete  chaos  and  a  breakdown  of  service  will 
develop. 
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XIV 

Ruling  Would  Impose  a  Tremendous  Administrative 
Burden  Upon  the  Administrator 

If  the  Comptroller  General’s  ruling  is  applied,  even  if  it  is 
“clarified”  in  the  many  respects  that  need  clarification,  it  would 
create  a  tremendous,  if  not  impossible,  administrative  burden. 
Presumably,  in  connection  with  each  application  to  provide  serv¬ 
ice  for  unserved  persons  the  Administrator  would  have  to  make 
sure  that  none  of  the  money  was  to  be  used  to  provide  service 
to  persons  “along  side  of”,  or  “adjacent  to”,  or  within  a  “reason¬ 
able  distance  of”  power  company  lines. 

This  would  require  the  cooperatives  to  submit  detailed  infor¬ 
mation  and  maps  in  connection  with  their  loan  applications,  and 
it  would  also  require  the  Administrator  to  make  a  careful  study 
of  that  material  and  perhaps  have  the  applications  checked  in 
the  field.  The  additional  administrative  costs  would  be  tremen¬ 
dous  and  the  approval  of  loan  applications  would  be  greatly  de¬ 
layed,  all  to  the  serious  detriment  of  the  rural  electrification 
program. 

XV 

Comptroller  General  Is  Attempting  to  Intimidate  the 

Administrator 

The  Comptroller  General  is  obviously  intending  to  intimidate 
the  REA  Administrator.  The  Administrator  should,  of  course, 
completely  disregard  the  opinion,  since  it  is  absolutely  clear,  as 
his  own  legal  staff  has  definitely  established,  that  there  is  no 
basis  to  it,  and  the  only  power  of  the  Comptroller  General  in 
this  matter  is  to  make  a  report  to  Congress,  as  he  has  said  he 
will  do.  It  is  doubtful,  however,  even  though  the  Administrator 
rejects  the  Comptroller  General’s  decision,  that  there  will  not, 
in  fact,  be  some  harmful  effect  upon  the  Administrator’s  de¬ 
cisions.  For  example,  it  is  doubtful  whether  the  Administrator 
would  make  additional  loans  where  the  facts  are  identical  with 
or  even  very  close  to  the  facts  in  the  instant  case.  Also,  one 
cannot  predict  the  extent  to  which  this  decision  will  influence 
other  actions  of  the  Administrator  unless  the  decision  is  defi¬ 
nitely  struck  down. 

XVI 

The  Opinion  Has  Already  Been  Used  Against  the 
Rural  Electrification  Program 

Not  only  will  the  opinion  of  the  Comptroller  General  furnish 
material  to  be  used  in  the  future  by  the  enemies  of  rural  electri¬ 
fication  in  their  propaganda  and  other  attacks,  but  it  has  already 
been  used  in  Commission  proceedings  against  a  cooperative. 
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In  New  Jersey,  the  question  before  the  Commission  was 
whether  to  approve  the  sale  of  Tri-County  Rural  Electric  Coopera¬ 
tive  to  Jersey  Central  Power  &  Light  Company.  An  important 
issue  was  the  ability  of  the  Cooperative  to  serve  new  consumers 
coming  into  its  area.  Proponents  of  the  sale  argued  that,  in  view 
of  the  Comptroller  General’s  opinion,  REA  loan  funds  might  not 
be  available  to  serve  such  new  consumers,  and  therefore  the 
public  interest  would  best  be  served  by  having  the  power  com¬ 
pany  take  over. 

This  is  but  a  sample  of  the  tremendous  harm  which  the 
Comptroller  General’s  actions  in  this  matter  may  produce.  These 
opinions  must  be  struck  down ! 

XVII 

Comptroller  General’s  Ruling  Is  Actually  a  Hostile 
Power  Company  Brief 

This  second  letter  of  the  Comptroller  General  uses  the  same 
misleading  approach  of  his  original  letter.  Material  is  cited  for 
propositions  which  the  material  does  not  support,  but  every 
effort  is  made  to  make  the  material  seem  to  support  the  Comp¬ 
troller  General.  The  huge  mass  of  material — such  as  case  law, 
legislative  history  and  congressional  action — which  definitely 
destroys  his  contentions  is  deliberately  misapplied  or  ignored. 
Every  fact,  every  authority  and  every  argument  contrary  to  the 
position  he  is  determined  to  maintain  is  ignored  or  rejected. 

The  entire  approach  and  tone  of  the  letter  is  that  of  power 
company  partisanship.  In  addition,  the  letter  contains  material 
which  could  not  have  come  from  any  source  but  the  power  com¬ 
pany.  The  letter  should  best  be  described  as  a  power  company 
brief  rather  than  an  opinion,  or  ruling,  because  its  entire  effort 
is  to  establish  the  correctness  of  a  predetermined  position  de¬ 
structive  of  the  rural  electrification  program,  and  not  to  reach 
a  judicious  and  objective  conclusion.  It  appears  to  be  a  deliber¬ 
ate  effort  to  give  to  the  power  companies  everything  they  have 
sought  in  their  attempt  to  destroy  the  rural  electrification  pro¬ 
gram,  and  which  has  been  denied  them  by  the  Congress  and  the 
Courts.  And,  obviously,  if  this  ruling  were  applied  to  the  rural 
telephone  program,  it  would  destroy  that  program,  also. 


Prepared  For 

NATIONAL  RURAL  ELECTRIC 
COOPEkATIVE  ASSOCIATION 
by 

WISE  AND  POTAMKIN 
Special  Counsel 


38562  0—5!) - 8 


100 


MODIFYING  REORGANIZATIONS  PLANS 


Wibaux,  Mont.,  March  k,  1959. 

Representative  LeRoy  Anderson, 

U.S.  House  of  Representatives, 

Washington,  D.C.: 

We  urge  your  support  of  the  Humphrey-Price  bill.  Do  what  you  can  to 
advance  this  bill  from  committee. 

Chas.  E.  Jewett, 

Manager,  Golden  West  Electric  Co-op. 


Kalispell,  Mont.,  February  27,  1959. 

Congressman  LeRoy  Anderson, 

Washington,  D.C.: 

The  Flathead  Electric  Cooperative  of  Kalispell,  Mont.,  with  a  membership 
of  2,000  power  consumers  desires  passage  of  Humphrey-Price  bill.  Please 
contact  members  of  House  Government  Operations  Committee  to  indicate  your 
interest  and  support. 

Fred  Krueger, 

Vice  President,  Flathead  Electric  Cooperative,  Inc. 


Dillon,  Mont.,  March  2,  1959. 

LeRoy  Anderson, 

House  of  Representatives, 

Washington,  D.C.: 

The  board  of  trustees  of  the  Vigilante  Electric  Cooperative,  Inc.,  Dillon,  Mont., 
who  represent  2,200  users,  at  their  board  of  trustees  meeting,  February  18, 
1959,  passed  a  resolution  urging  every  effort  be  made  by  our  Representatives 
and  Senators  in  Congress  to  use  every  effort  possible  to  restore  full  and  final 
authority  to  the  REA  Administrator  on  the  rural  electrification  program.  We 
urge  you  to  contact  the  Government  Operations  Committee  encouraging  an 
early  release  of  the  Humphrey-Price  bill  together  with  any  other  action  for  full 
support  of  this  legislation. 

H.  L.  Babcock,  Manager. 


Dillon,  Mont.,  February  27,  1959. 

LeRoy  Anderson, 

Representative,  House  Office  Building, 

Washington,  D.C.: 

The  Montana  State  Rural  Electric  Cooperative  Association,  representing 
40,000  member-users  at  their  annual  meeting  in  Missoula,  November  14,  1958, 
passed  a  resolution  urging  Congress  to  reestablish  full  authority  to  the  REA 
Administrator  to  make  final  approval  of  loans.  In  the  interest  of  this  great 
program,  I  urge  you  to  contact  the  Government  Operations  Committee  supporting 
the  Humphrey-Price  bill  and  encouraging  immediate  release  of  the  bill  by  the 
committee.  We,  in  Montana,  desire  your  continued  full  support  of  the  REA 
program  as  designed.  Will  give  further  support. 

H.  W.  Wheat,  President. 


Circle,  Mont.,  March  2,  1959. 

Hon.  Leroy  Anderson, 

House  Office  Building,  Washington,  D.C.: 

Board  of  Trustees,  McCone  Electric  Co-op,  Inc.,  urge  your  active  support  for 
Humphrey-Price  bill  to  restore  REA  Administrator  loan  power ;  2,900  members 
at  their  1958  annual  meeting  unanimously  endorsed  this  bill. 

John  Vejtasa,  President. 
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Association  of  Illinois  Electric  Cooperatives, 

Springfield,  III.,  March  3,  1959. 

Congressman  William  L.  Dawson, 

House  Office  Building, 

Washington,  D.C. 

Dear  Mr.  Dawson :  We  have  been  informed  that  hearings  are  scheduled  for 
March  6  for  the  subcommittee  of  the  House  Government  Operations  Committee, 
William  Dawson,  chairman,  on  the  Price  bill.  These  hearings  will  be  limited 
to  interested  Congressmen ;  Secretary  of  Agriculture  Benson ;  Kenneth  Scott, 
USDA ;  David  Hamil,  Administrator  of  REA ;  and  Clyde  T.  Ellis,  general  man¬ 
ager  of  the  National  Rural  Electric  Cooperative  Association. 

On  the  morning  of  March  26,  1958,  the  Illinois  electric  cooperatives  presented 
a  program  to  the  congressional  Representatives  from  Illinois,  which  prompted 
Congressman  Melvin  Price  to  introduce  his  bill.  We  believe  the  Price  bill  will 
insure  a  sound  rural  electrification  for  the  future.  Our  Association  of  Illinois 
Electric  Cooperatives  sent  three  men  to  testify  before  the  subcommittee  hearings 
in  June  of  last  year.  However,  this  bill  did  not  get  out  of  committee  for  a  vote 
by  Members  of  Congress. 

The  27  electric  cooperatives  in  Illinois  fully  endorse  the  Price  bill  and  be¬ 
lieve  it  should  be  passed  in  this  session  of  Congress  in  order  that  our  program 
can  continue  to  serve  the  farm  people  in  the  State  as  it  has  done  so  well  since 
the  program  was  started  in  1936. 

We  urgently  request  your  support  of  the  Price  bill  and  would  appreciate  it 
very  much  if  you  would  inform  the  members  of  the  House  Government  Opera¬ 
tions  Subcommittee  of  your  interest  and  support  to  have  this  bill  reported  out 
of  committee  in  order  that  it  can  be  voted  on  by  all  Members  of  Congress. 

If  you  need  further  information  in  regard  to  the  effect  that  the  Price  bill 
will  have  on  our  Illinois  electric  cooperatives,  we  will  be  glad  to  furnish  it  to 


you. 

Very  truly  yours, 


A.  E.  Becker,  Manager. 


House  of  Representatives, 
Washington,  D.C.,  March  3,  1959. 

Hon.  William  L.  Dawson,  M.C., 

Chairman,  Executive  and  Legislative  Reorganization  Subcommittee,  House 
Government  Operations  Committee,  Washington,  D.C. 

Dear  Bill  :  Here  are  copies  of  telegrams  from  the  president  of  the  Montana 
State  Rural  Electric  Cooperative  Association  and  officials  of  four  REA  co-ops 
in  Montana  in  support  of  H.R.  1321. 

I  feel  as  they  do — that  the  independent  authority,  which  was  his  prior  to 
adoption  of  Reorganization  Plan  No.  2  in  1953,  should  be  restored  to  the  Ad¬ 
ministrator  of  REA. 

Since  authority  and  control  over  REA  was  vested  in  the  Secretary  of  Agricul¬ 
ture,  he  has  exercised  a  veto  over  plans  and  programs  of  this  agency. 

Please  make  this  letter  and  the  enclosures  a  part  of  your  hearing  record. 


Cordially, 


Lee  Metcalf. 


Kalispell,  Mont.,  February  27,  1959. 

Congressman  Lee  Metcalf, 

Washington,  D.C.: 

The  Flathead  Electric  Cooperative  of  Kalispell,  Mont.,  with  a  membership 
of  2,000  powTer  consumers  desires  passage  of  Humphrey-Price  bill.  Please  contact 
members  of  House  Government  Operations  Committee  to  indicate  your  interest 
and  support. 

Fred  Krueger, 

Vice  President,  Flathead  Electric  Cooperative,  Inc. 
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Dillon,  Mont.,  February  28,  1959. 


TjEE  Meitcalf 

Representative,  House  Office  Building,  Washington,  D.C.: 

The  Montana  State  Rural  Electric  Cooperative  Association  representing  40,000 
member-users  at  their  annual  meeting  in  Missoula,  November  14,  1958,  passed  a 
resolution  urging  Congress  to  reestablish  full  authority  to  the  REA  Administrator 
to  make  final  approval  of  loans.  In  the  interest  of  this  great  program,  I  urge  you 
to  contact  the  Government  Operations  Committee  supporting  the  Humphrey-Price 
bill  and  encouraging  immediate  release  of  the  bill  by  the  committee.  We,  in  Mon¬ 
tana,  desire  your  continued  full  support  of  the  REA  program  as  designed  by 
Congress  and  feel  that  the  Humphrey-Price  legislation  will  give  further  support. 

H.  W.  Wheat,  President 
Dillon,  Mont.,  March  3,  1959. 

Lee  Metcalf, 

House  of  Representatives,  Washington,  D.C.: 

The  board  of  trustees  of  the  Vigilante  Electric  Cooperative,  Inc.,  Dillon,  Mont., 
who  represent  2,200  users,  at  their  board  of  trustees  meeting  February  28,  1959, 
passed  a  resolution  urging  every  effort  be  made  by  our  Representatives  and 
Senators  in  Congress  to  use  every  effort  possible  to  restore  full  and  final  author¬ 
ity  to  the  REA  Administrator  on  the  rural  electrification  program.  We  urge 
you  to  contact  the  Government  Operations  Committee  encouraging  an  early  re¬ 
lease  of  the  Humphrey-Price  bill  together  with  any  other  action  for  full  support 
of  this  legislation. 

H.  L.  Babcock,  Manager. 
Circle,  Mont.,  March  2,  1959. 

Hon.  Lee  Metcalf, 

House  Office  Building,  Washington,  D.C.: 

Board  of  trustees  McCone  Electric  Co-op.,  Inc.,  urge  your  active  support  for 
Humphrey-Price  bill  to  restore  REA  Administrator  loan  power ;  2,900  members 
at  their  1958  annual  meeting  unanimously  endorsed  this  bill. 

John  Vejtasa,  President. 


Wibaux,  Mont.,  March  2,  1959. 

Representative  Lee  Metcalf, 

House  of  Representatives,  Washington,  D.C.: 

We  urge  your  support  of  the  Humphrey-Price  bill.  Do  what  you  can  to  ad¬ 
vance  this  bill  from  committee. 

Chas.  E.  Jewett, 

Manager,  Golden  West  Electric  Corp. 


Missoula,  Mont. 

Representative  Lee  Metcalf, 

House  Office  Building,  Washington,  D.C.: 

Wo  endorse  Humphrey-Price  proposal  to  restore  Administrator’s  lending 
authority. 

Board  of  Trustees,  Miss ::ula  Electric  Cooperative,  Inc. 


Missoula,  Mont. 

House  Government  Operations  Committee, 

House  of  Representatives,  Washington,  D.C.: 

We  endorse  Humphrey-Price  proposal  to  restore  Administrator’s  lending 
authority. 

Board  of  Trustees,  Missoula  Electric  Cooperative,  Inc. 
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House  of  Representatives, 
Washington,  D.C.,  March  l/,  1959. 


Hon.  William  E.  Dawson, 

Chairman,  Subcommittee  on  Reorganization  House  Committee  on  Government 
Operations,  Washington,  D.C. 

De\r  Mr.  Dawson  :  Mr.  Lee  Wooden,  president  of  the  Oregon  Elect  ie  Co-op 
Association,  has  asked  me  to  convey  to  you  his  strong  support  of  H.R.  1321,  a 
bill  which  would  strengthen  the  authority  of  the  Administrator  of  the  REA. 
In  his  statement  is  the  phrase  that  ‘'This  bill  is  of  the  utmost  importance  to  all 
electric  cooperatives.” 

I  would  also  like  to  take  this  opportunity  to  indicate  my  own  strong  support 
for  H.R.  1321,  and  my  hope  that  your  committee  will  see  tit  to  report  this  bill 


to  the  House  at  an  early  date. 
Sincerely, 


Edith  Green. 


House  of  Representatives, 
Washington,  D.C.,  March  5, 1959 

Government  Operations  Committee, 

Xeiv  House  Office  Building, 

Washington,  D.C. 


Gentlemen  :  I  have  just  received  a  communication  from  the  president  of  the 
Florida  REA  Cooperatives  Association  strongly  supporting  the  Price  bill  sched¬ 
uled  for  hearings  tomorrow.  I  am  not  myself  personally  informed  on  the  merits 
and  demerits  of  this  legislation,  and  upon  reading  it  I  find  little  enlightenment 
for  a  person  who  has  not  done  the  background  study  necessary  ;  so  in  writing  this 
letter  to  you  today  I  am  primarily  expressing  the  strong  and  enthusiastic  support 
of  the  above  organization  for  this  legislation,  and  I  hope  that  this  will  be  given 
consideration  in  the  hearings. 

With  kindest  regards,  I  am, 

Sincerely, 


Charles  E.  Bennett,  Member  of  Congress. 


Statement  of  Hon.  Lester  R.  Johnson,  a  Representative  in  Congress 
from  the  State  of  Wisconsin 

Mr.  Chairman  and  members  of  the  committee,  I  favor  the  early  passage  of 
H.R.  1321,  which,  as  I  understand  it,  would,  restore  to  the  Administrator  of 
REA  all  of  the  functions  which  were  transferred  from  the  Administrator  to  the 
Secretary  of  Agriculture  by  the  Reorganization  Plan  No.  2  of  1953,  giving  him 
full  authority  to  approve  or  deny  loan  applications  that  are  made  under  provi¬ 
sions  of  the  REA  Act  of  1936  as  amended. 

The  Ninth  Congressional  District  in  west-central  Wisconsin,  which  I  represent, 
is  predominantly  rural  in  character.  Even  Eau  Claire,  the  largest  city  in  the 
district,  is  built  around  the  processing  and  handling  of  agricultural  products 
and  serving  rural  people.  As  the  representative  of  more  than  300,000  people 
whose  welfare  is  dependent  upon  agriculture  directly  or  indirectly,  I  am  vitally 
concerned  with  all  legislative  matters  which  affect  their  lives. 

The  rural  electrification  program  is  one  of  the  Federally  supported  activities 
that  has  done  most  to  improve  the  life  of  rural  people  in  my  district,  in  the 
whole  of  Wisconsin  and  in  the  entire  country.  I  view  with  disfavor  the  con¬ 
tinuation  of  any  change  that  the  REA  program  has  undergone  which  poses  a 
threat  to  its  future. 

I  consider  the  application  of  Reorganization  Plan  No.  2  to  REA  as  such  a 
threat.  In  my  opinion,  it  is  dangerous  to  give  a  politically  minded  Secretary  of 
Agriculture  the  authority  to  approve  or  disapprove  applications  for  REA  loan 
funds. 

In  my  judgment,  it  is  not  the  intent  of  Congress  to  have  a  well-paid  and  compe¬ 
tent  Administrator  of  the  REA  program  sitting  on  the  knee  of  the  Secretary  of 
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Agriculture,  taking  his  orders  and  mouthing  his  words  like  a  well-disciplined 
Charlie  McCarthy. 

People  of  my  district  have  long  ago  lost  confidence  in  the  infallability  of  Secre¬ 
tary  Benson  in  the  broad  field  of  agriculture.  In  the  special  field  of  rural  electric 
affairs,  they  have  even  less  confidence  in  his  judgment.  They  feel  with  consider¬ 
able  justification  that  the  legislative  proposals  endorsed  by  Secretary  Benson 
to  raise  REA  interest  rates  and  to  have  REA  loan  applicants  go  into  the  private 
money  market  for  funds  clearly  demonstrates  his  lack  of  understanding  and 
appreciation  of  their  problems. 

Because  I  share  the  concerns  and  apprehensions  of  my  constituents,  and 
because  I  believe  that  the  bill  before  this  committee  will  correct  a  threatening 
situation,  I  urge  the  committee  to  report  out  the  bill  before  you  so  that  it  may 
be  passed  at  the  earliest  date. 


Statement  of  Hon.  Steven  V.  Carter,  a  Representative  in  Congress 
From  the  State  of  Iowa 

Mr.  Chairman,  I  sincerely  appreciate  the  courtesy  of  the  subcommittee  in 
permitting  me  to  appear  here  this  morning.  I  just  want  to  make  a  brief  state¬ 
ment  in  support  of  the  Humphrey-Priee  bill  (H.R.  1321)  which  is  under  consider¬ 
ation  here  today.  The  people  of  my  congressional  district,  the  Fourth  District 
of  Iowa,  are  virtually  unanimous  in  their  desire  to  have  the  REA  become  once 
again  a  semi-independent  agency  and  to  restore  to  the  office  of  the  REA 
Administrator  the  efficacy  that  it  held  prior  to  1953. 

Not  one  of  us  who  has  the  capacity  for  objective  thought  can  deny  that  the 
REA  program  has  been,  certainly  if  not  the  greatest,  one  of  the  greatest,  sources 
of  development  that  rural  America  has  ever  had.  It  has  given  the  farmer  and 
rural  resident  a  standard  of  living  comparable  to  that  of  his  urban  brothers.  It 
has  lightened  his  burden,  increased  his  leisure  time,  and  given  him  an  oppor¬ 
tunity  to  broaden  his  knowledge  and  productivity  in  other  areas. 

The  REA  now  provides  95  percent  of  rural  America  with  electric  power.  This 
was  accomplished  in  just  over  20  years  and  was  carried  out  in  extremely  fine 
fashion.  It  was  an  effort  that  private  power  was  unwilling  to  attempt  and,  in 
the  usual  unimaginative  fashion,  said  could  not  be  done.  Now  when  it  has 
proven  its  overwhelming  success  for  all  to  see,  the  same  political  faction  that 
said  it  could  not  be  done  is  trying  to  stifle  the  completion  of  the  task  and,  in  fact, 
would  like  nothing  more  than  to  supplant  the  cooperatives,  which  are  owned  by 
the  citizens  of  rural  America,  with  private  power  concerns  owned  by  a  handful 
of  special  interests. 

The  Secretary  of  Agriculture,  in  keeping  with  one  of  the  favorite  practices  of 
this  administration,  has  been  using  the  REA’s  loan  appropriations  figures  in  the 
old  numbers  game.  He  has  been  showing  the  loan  appropriations  for  the  cooper¬ 
atives  as  a  part  of  the  expenses  of  running  the  Department  of  Agriculture.  The 
truth  of  the  matter  is  that  these  loans  are  earning  money  for  the  Government 
and  many  of  the  cooperatives  are  far  ahead  of  the  repayment  schedule. 

The  farmer  has  had  a  rough  enough  time  under  the  present  administration. 
Unless  we  can  do  something  to  prevent  it,  he  may  still  be  put  completely  through 
the  wringer  in  the  next  couple  of  years.  Failure  to  report  favorably  on  H.R. 
1321  will  simply  be  another  move  in  that  direction.  As  the  spokesman  for  the 
people  of  the  Fourth  District  of  Iowa,  I  encourage  you  to  report  this  bill  favor¬ 
ably  to  the  House  of  Representatives  and  to  work  to  restore  to  the  REA  the 
degree  of  autonomy  which  it  and  its  Administrator  had  before  Reorganization 
Plan  No.  2  of  1953.  I  would  also  like  to  take  this  opportunity  to  congratulate 
and  thank  both  the  Honorable  Hubert  H.  Humphrey  and  the  Honorable  Melvin 
Price  for  their  leadership  in  sponsoring  this  worthy  piece  of  legislation. 

Thank  you  for  your  courtesy  and  kind  attention. 


House  of  Representatives, 
Washington,  D.C.,  March  4,  1959. 

Hon.  William  L.  Dawson, 

Chairman,  Subcommittee  on  Executive  and  Legislative  Reorganization,  House 
Committee  on  Government  Operations,  Washington-,  D.C. 

Dear  Mr.  Chairman  :  I  am  informed  that  the  Subcommittee  on  Reorganization 
is  holding  hearings  on  the  Price  bill  (H.R.  1321)  to  amend  Reorganization  Plan 
No.  2  of  1953,  on  March  6, 1959. 
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It  is  my  understanding  that  many  witnesses  will  appear  before  the  subcom¬ 
mittee  at  that  time.  I  so  strongly  favor  the  Price  bill  that  I,  too,  would  like  to 
appear  before  the  subcommittee  in  person,  but  previously  arranged  commitments 
prevent  my  doing  so.  Therefore,  I  am  using  this  means  of  informing  the  chair¬ 
man  and  other  members  of  the  subcommittee  of  my  feelings  with  regard  to  the 
bill  you  will  be  considering. 

My  colleague,  Representative  Lee  Metcalf,  as  well  as  the  other  members  of 
our  Montana  congressional  delegation,  Senators  James  E.  Murray  and  Mike 
Mansfield,  would  like  also  to  be  associated  with  the  views  expressed  in  this 
statement. 

Long  before  I  came  to  Congress  in  January  of  1957,  I  had  a  deep  interest  in 
the  rural  electrification  program.  I  have  seen  the  phenomenal  growth  of  our 
rural  electric  systems  as  they  extended  their  lines  across  the  sparsely  settled 
plains  and  along  the  valleys  of  Montana.  I  would  hesitate  to  guess  how  long 
our  farmers  and  ranchers  would  have  had  to  wait  for  the  private  power  com¬ 
panies  to  serve  them.  Through  the  use  of  the  cooperative  form  of  organization 
which  is  true  democracy  in  action,  the  rural  people  of  this  country  have  made 
progress  that  would  have  been  impossible  had  they  depended  on  the  power 
companies.  Our  people  wanted  low-cost  nonprofit  electric  service  and  by  their 
own  efforts  they  reached  that  goal. 

The  people  of  Montana  like  the  REA  program  and  the  social  philosophy  that 
made  it  a  success.  Conversely,  they  view  with  disfavor  any  changes  which 
threaten  its  future  expansion  and  improvement. 

The  campaign  that  has  been  carried  on  in  the  past  few  years  by  President 
Eisenhower,  Secretary  Benson,  and  other  top  officials  which  is  aimed  at  raising 
interest  rates  and  driving  rural  electric  systems  to  Wall  Street  for  loan  funds 
reflects  a  dangerous  change  in  the  philosophy  governing  the  program.  It  differs 
greatly  from  that  which  prevailed  during  the  Roosevelt  and  Truman 
administrations. 

It  is  little  wonder  that  the  officers  and  members  of  the  electric  cooperatives  are 
afraid  of  the  harm  that  can  come  to  their  systems  as  long  as  Secretary  Benson 
wields  loan  approving  authority  and  other  controls  over  the  REA.  They  would 
like  to  see  the  program  removed  from  Secretary  Benson’s  direct  control.  In 
this  I  am  in  full  agreement. 

The  Price  bill  which  amends  Reorganization  Plan  No.  2  of  1953  will  achieve  this 
end  without  taking  REA  out  of  the  Department  of  Agriculture.  As  one  of  our 
major  agricultural  programs,  REA  should,  I  believe,  be  kept  in  the  Department 
of  Agriculture  under  the  direction  of  an  Administrator  who  would  administer  it 
without  political  or  philosophical  bias.  And,  as  provided  in  the  bill,  the  Admin¬ 
istrator  would  have  full  authority  to  approve  or  disapprove  loan  applications  on 
the  basis  of  economic,  legal  and  technical  standards. 

I  appreciate  what  you  are  doing  on  behalf  of  this  essential  program,  and  I  hope 
that  H.R.  1321  will  receive  the  full  approval  of  your  subcommittee  and  the 
House. 

Enclosed  are  telegrams  from  interested  groups  in  my  State,  which  I  w'ould 
like  made  a  part  of  the  record  of  the  committee  hearings. 

Sincerely  yours, 


LeRoy  Anderson, 
Member  of  Congress. 


House  of  Representatives, 
Washington,  D.C.,  March  6,  1959. 

Hon.  William  L.  Dawson, 

Chairman,  Subcommittee  on  Executive  and  Legislative  Reo7'ganization,  House 
Committee  on  Government  Operations,  Washington,  D.C. 

Dear  Chairman  Dawson  :  It  has  recently  come  to  my  attention  that  your 
committee  will  hold  hearings  on  the  Price  bill  iH.R.  1321).  I  would  appreciate 
your  including  my  statement  in  support  of  this  legislation  as  a  formal  part  of 
the  hearings. 

While  I  am  a  new  Member  of  the  Congress,  I  am  wrell  acquainted  with  the 
great  role  the  rural  electrification  program  has  played  in  aiding  not  only  rural 
America  but  the  entire  Nation  as  well.  My  own  district  harbors  7  rural  electric 
cooperatives,  and  within  the  State  of  Kentucky  wTe  have  28  rural  electric  co¬ 
operatives. 

Many  Members  of  Congress  remember  as  I  do  the  pre-REA  era  of  darkness 
and  have  personally  experienced  the  great  social  benefits  that  have  accrued  to 
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the  Nation  through  the  rural  electrification  program.  Few  programs,  if  any, 
that  the  Congress  has  sponsored,  have  in  my  estimation  done  so  much  for  so 

many  people.  ,  .  ,  .  . 

In  this  light,  I  must  recoil  at  any  thought  or  suggestion  which  seeks  to  harm 
or  jeopardize  the  continued  successful  operation  of  this  program.  This  program, 
as  demonstrated,  has  operated  most  successfully  under  an  administrative  setup 
whereby  the  REA  Administrator,  approved  by  the  Congress,  has  full  authority 
to  act  in  the  capacity  of  determining  loan  feasibility  and  it  is  inconceivable  for 
me  to  imagine  anyone  in  good  faith  attempting  to  change  this  proven  operating 
procedure.  Changes  for  changes’  sake  alone  have  always  struck  me  as  being  the 
most  spurious  kind  of  endeavor. 

I  cannot  but  conclude  from  analysis  of  the  record  that  the  REA  administrative 
operating  procedure  has  been  changed  not  for  any  good  purpose  but  to  do  harm 
to  the  program.  The  record  established  before  your  committee  last  year  during 
the  Price  hearings  amply  demonstrated  that  the  Congress  should  take  immediate 
steps  to  reconstitute  the  operations  of  the  Rural  Electrification  Administration 
so  that  it  will  operate  as  it  did  previous  to  the  edict  handed  down  by  Secretary 
Benson  under  which  all  loans  in  excess  of  $500,000  and  all  new  loans  must  be 
reviewed  by  Mr.  Kenneth  L.  Scott,  Director  of  Agricultural  Credit.  There  is 
no  doubt  in  my  mind  that  the  only  reason  behind  this  new  administrative  proce¬ 
dure  was  to  establish  a  new  criterion  for  judging  the  feasibility  of  any  loan  in 
question.  This  criterion  is  a  political  criterion  and  at  least  up  until  the  time  of 
this  edict,  the  making  of  loans  by  the  REA  administration  was  strictly  a  non¬ 
political  activity. 

It  is  my  strong  conviction  that  REA  should  continue  as  a  nonpolitical  entity. 

For  the  various  reasons  I  have  mentioned,  and  the  other  excellent  reasons 
and  facts  presented  by  rural  electric  cooperative  witnesses,  I  wish  to  announce 
publicly  my  full  support  of  the  Price  bill,  H.R.  1321. 

Respectfully  submitted. 

Frank  A.  Stubblefield, 

M ember  of  Congress. 


Statement  of  Hon.  George  E.  Shipley,  A  Representative  in  Congress  From 

the  State  of  Illinois 

Mr.  Chairman  and  members  of  the  committee,  I  am  very  happy  to  have  this 
occasion  to  support  the  bill,  H.R.  1321,  introduced  by  my  distinguished  colleague, 
Congressman  Price  of  Illinois.  The  bill  has  a  single  purpose,  but  a  very  import¬ 
ant  one,  namely  to  restore  to  the  Administrator  of  the  Rural  Electrification  the 
final  authority  for  approval  or  disapproval  of  loans  made  under  the  provisions  of 
the  Rural  Electrification  Act  of  1936  (7  U.S.C.  901,  914).  This  authority  was 
taken  away  from  the  REA  Administrator  under  Reorganization  Plan  No.  2  of 
1953,  which  transferred  certain  functions  of  the  REA  Administrator  to  thQ  Sec¬ 
retary  of  Agriculture.  This  bill,  as  we  all  recognize,  does  not  go  as  far  as  the 
bill  my  distinguished  colleague  Congressman  Price,  introduced  last  year  which 
would  have  returned  to  the  Administrator  of  REA  all  of  the  independent  au¬ 
thority  he  possessed  prior  to  Reorganization  Plan  No.  2.  By  the  bill  before  the 
committee  today,  the  essential  function  of  the  REA  Administrator  is  brought  into 
sharper  focus,  and  the  merits  of  retaining  the  Administrator’s  independence  in 
this  vital  function  can  be  brought  forth  more  clearly  without  distracting  side 
issues. 

What  has  happened  about  2  years  ago  now  is  that  the  Secretary  of  Agriculture 
stripped  the  REA  Administrator  of  authority  to  make  loans  to  new  REA  bor¬ 
rowers  and  any  new  loans  of  more  than  $500,000  to  any  REA  borrower  unless  he 
had  the  specific  advance  authority  of  the  Secretary  functioning  through  the 
Director  of  Agriculture  Credit  Services,  an  office  that  was  set  up  in  the  Depart¬ 
ment  of  Agriculture. 

Clearly  this  is  bureaucratic  supervision  at  its  worst.  This  whittling  away  at 
the  independent  authority  of  the  REA  Administrator  can  have  no  other  effect 
than  causing  greater  delays  and  more  difficulty  for  REA  cooperatives  in  obtain¬ 
ing  worthwhile  and  necessary  loans.  Now  if  the  record  of  the  REA  were  stained 
with  corruption  or  even  with  lax  administration,  we  might  consider  approval  by 
the  Secretary  of  Agriculture  of  these  loans  as  an  additional,  even  if  cumbersome, 
safeguard.  However,  as  all  of  us  are  aware,  the  record  of  the  REA  has  been 
outstanding.  President  Eisenhower  himself,  despite  his  announced  request  to 
have  the  interest  rates  on  future  REA  loans  raised,  clearly  recognizes  this.  As 


MODIFYING  REORGANIZATIONS  PLANS 


107 


he  said  in  his  speech  to  the  annual  meeting  of  the  National  Rural  Electric  Co¬ 
operatives  Association  less  than  a  month  ago  (February  11, 1959)  ; 

“We  all  know  that  when  the  REA  was  born,  less  than  11  percent  of  our  farms 
had  central  station  electric  service.  Today,  more  than  95  percent  of  our  farms 
have  central  electric  service.  Your  record  of  meeting  loan  payments  on  time  or 
ahead  of  schedule  is  outstanding.  Your  achievements  have  encouraged  the 
growth  of  both  rural  residences  and  rural  industries.” 

At  the  present  time,  the  intent  of  the  Congress  when ;  it  passed  the  Rural 
Electrification  Act  is  lamentably,  and,  to  my  mind,  inexcusably  being  thwarted. 
The  REA  Administrator  has  lost  his  independence.  He  cannot  act  on  a  new 
borrowing  application  but  must  clear  it  with  the  Secretary  of  Agriculture.  No 
matter  how  good  the  borrowing  and  repayment  record  of  a  cooperative  has  been, 
if  it  wants  to  borrow  over  $500,000,  the  loan  cannot  be  approved  by  the  REA 
Administrator  without  advance  clearance  from  the  Department  of  Agriculture’s 
credit  services. 

Being  subservient  to  the  Secretary  of  Agriculture,  the  Administrator  is  clearly 
subject  much  less  directly  to  the  will  and  the  scrutiny  of  the  Congress.  The 
growth  of  rural  electrification  systems  has  been  retarded.  REA  borrowers 
should  again  have  direct  access  to  the  person  with  the  real  authority  over  REA 
funds — that  should  be  the  Administrator  of  the  Rural  Electrification  Adminis¬ 
tration. 

The  present  situation  must  be,  and  can  be  remedied.  The  bill  which  is  before 
you  today  will  do  much  to  reinstitute  the  REA  program  to  the  status  it  had  before 
Reorganization  Plan  No.  2  was  put  into  effect.  I  urge  its  prompt  adoption  by  this 
committee  so  that  the  House  may  be  able  to  act  upon  it  as  soon  as  possible. 

Thank  you. 


Statement  of  Hon.  James  E.  Murray,  a  United  States  Senator  From  the 

State  of  Montana 

Mr.  Chairman  and  members  of  the  subcommittee,  I  am  availing  myself  of  this 
opportunity  to  express  my  wholehearted  support  of  the  Price  bill  (H.R.  1321) 
which  is  designed  to  rescue  REA  from  the  political  hand  of  the  Secretary  of 
Agriculture. 

As  you  know,  H.R.  1321  is  identical  to  S.  144  which  has  been  introduced  by 
Senator  Humphrey,  my  colleague  from  Montana,  Senator  Mansfield,  and  a  num¬ 
ber  of  other  Senators  including  myself.  My  own  support  therefore,  is  100 
percent  back  of  this  bill. 

This  is  a  moderate  bill.  It  is  designed  to  restore  to  the  Administrator  of 
REA  the  authority  he  had  prior  to  the  Secretary  of  Agriculture’s  reorganization 
of  REA  about  a  year  and  a  half  ago  under  the  Reorganization  Plan  No.  2  of 
1953. 

There  are  many  reasons  for  taking  REA  out  from  under  Secretary  Benson’s 
rule  altogether.  But  this  bill  does  not  go  to  such  extremes.  It  will  merely  put 
REA  back  to  the  state  of  power  and  responsibility  that  proved  so  successful 
through  the  15  years  or  so  before  the  Secretary  took  over.  The  bill  does  not 
set  up  any  new  agencies  in  an  already  overcrowded  bureaucratic  maze.  But  it 
does  free  the  REA  Administrator  from  political  interference. 

I  would  like  to  remind  the  committee  that  I  was  first  elected  to  the  U.S. 
Senate  in  1934  and  during  the  more  than  24  years  since  that  time  I  have  sup¬ 
ported  the  Rural  Electrification  Administration  program  from  the  modest  begin¬ 
ning  that  was  authorized  by  President  Roosevelt’s  Executive  order  dated  May 
11,  1935,  to  the  present  time.  During  a  period  of  less  than  one  generation  we 
have  seen  a  remarkable  change  brought  about  in  rural  life  in  this  country. 
Less  than  6  percent  of  Montana’s  farms  were  electrified  with  power  from  central 
power  stations  in  1935.  Today  nearly  88  percent  of  our  farms  have  such  serv¬ 
ice.  In  the  United  States  as  a  whole  more  than  95  percent  of  all  farms  have 
central  station  electric  service.  This  transformation  was  brought  about  in  a 
large  measure  by  the  REA  and  it  took  place  for  the  most  part  before  the  Reor¬ 
ganization  Plan  No.  2  took  much  of  the  Administration’s  authority  and  trans¬ 
ferred  it  to  the  Secretary  of  Agriculture. 

When  the  Congress  established  the  REA  it  was  our  intention  to  divorce  its 
activities  from  partisan  politics.  We  established  the  office  of  the  Administrator 
and  gave  that  office  full  authority  to  carry  out  a  constructive  program.  We 
set  the  term  of  office  of  the  Administrator  at  10  years  because  we  wanted  to  give 
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continuity  of  direction  to  the  program  for  a  period  that  would  minimize  the 
possibility  of  frequent  change  for  political  reasons. 

Farmers  in  Montana,  and  I  am  sure  elsewhere  in  the  country,  who  are  so 
dependent  upon  the  efficient  operation  of  rural  electric  systems  see  dangers  in 
having  Secretary  Benson  invested  with  great  authority  over  the  REA  program. 
Statements  frequently  made  by  Secretary  Benson  in  which  he  has  advocated 
the  private  financing  of  rural  electric  systems  and  higher  rates  of  interest  on 
REA  loans  quite  naturally  cause  farm  people  to  question  his  understanding  of 
the  program  and  his  sympathetic  consideration  of  rural  problems. 

Directors  and  managers  of  our  rural  electric  systems  are  even  more  con¬ 
cerned  with  the  possibility  of  the  Secretary  invoking  new  restrictive  criteria  on 
the  approval  of  their  loan  applications.  While  no  serious  impairment  of  the 
program  has  come  to  light  to  date,  our  rural  people  would  feel  more  secure  if 
control  were  taken  from  a  politically  appointed  officer  and  returned  to  the  hands 
of  an  Administrator  who  would  have  an  unbiased  interest  and  the  professional 
competence  to  evaluate  the  merits  of  loan  applications  solely  on  the  basis  of 
their  technical,  legal,  and  financial  feasibility  and  necessity. 

For  the  reasons  noted  above  I  urge  you  to  report  out  the  bill  before  you  so 
that  we  may  vote  its  passage  at  the  earliest  possible  time. 

I  insert  for  the  hearing  record  wires  I  have  received  in  support  of  the  Hum- 
phrey-Price  bill  from  the  following : 

John  Vejtasa, 

McCone  County  Electric  Co-op, 

Circle,  Mont. 

Chas.  E.  Jewett,  Mgr. 

Golden  West  Electric  Co-op 
Wibaux,  Mont. 

H.  L.  Babcock,  Manager 
Vigilante  Electric  Cooperative,  Inc. 

Dillon,  Mont. 

H.  W.  Wheat,  president 

Montana  State  Rural  Electric  Cooperative  Association 
Dillon,  Mont. 


Circle,  Mont.,  March  2,  1959. 

Hon.  Senator  James  E.  Murray, 

Senate  Office  Building ,  Washington,  D.C.: 

Board  of  trustees,  McCone  Electric  Co-op  Inc.,  urge  your  active  support  for 
Humphrey-Price  bill  to  restore  REA  Administrator  loan  power ;  2,900  members 
at  their  1958  annual  meeting  unanimously  endorsed  this  bill. 

John  Vejtasa. 


Wibaux,  Mont.,  March  2,  1959. 

Senator  Murray, 

XJ.S.  Senate,  Washington,  D.C.: 

We  urge  your  support  of  the  Humphrey-Price  bill.  Do  what  you  can  to  ad¬ 
vance  this  bill  from  committee. 

Charles  E.  Jewett, 
Manager,  Golden  West  Electric  Co-op. 


Dillon,  Mont.,  March  2,  1959. 

Senator  James  Murray, 

Senate  Building,  Washington,  D.C.: 

The  board  of  trustees  of  the  Vigilante  Electric  Cooperative  Inc.,  Dillon,  Mont., 
who  represent  2,200  users,  at  their  board  of  trustees  meeting  February  28,  1959, 
passed  a  resolution  urging  every  effort  be  made  by  our  Representatives  and 
Senators  in  Congress  to  use  every  effort  possible  to  restore  full  and  final  author¬ 
ity  to  the  REA  Administrator  on  the  rural  electrification  program,  we  urge  you 
to  contact  the  Government  Operations  Committee  encouraging  an  early  release 
of  the  Humphrey-Price  bill  together  with  any  other  action  for  full  support  of 
this  legislation. 


H.  L.  Babcock,  Manager. 
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Dillon,  Mont.,  February  27,  1959. 

Senator  James  E.  Murray, 

Senate  Office  Building,  Washington,  D.C.: 

The  Montana  State  Rural  Electric  Cooperative  Association,  representing 
40,000  member-users  at  their  annual  meeting  in  Missoula,  November  14,  1958, 
passed  a  resolution  urging  Congress  to  reestablish  full  authority  to  the  REA 
Administrator  to  make  final  approval  of  loans,  in  the  interest  of  this  great 
program. 

I  urge  you  to  contact  the  Government  Operations  Committee  supporting  the 
Humphrey-Price  bill  and  encouraging  immediate  release  of  the  bill  by  the  com¬ 
mittee. 

We,  in  Montana,  desire  your  continued  full  support  of  the  REA  program  as 
designed  by  Congress  and  feel  that  the  Humphrey-Price  legislation  will  give 
further  support. 

H.  W.  Wheat,  President. 


Park  Electric  Cooperative,  Inc., 

Livingston,  Mont.,  March  3, 1959. 

Senator  James  E.  Murray, 

U.S.  Senate,  Washington,  D.C. 


Dear  Sir  :  The  board  of  directors  and  the  manager  of  the  Park  Electric 
Cooperative,  Inc.,  note  that  action  is  soon  to  be  taken  on  the  Price-Humphrey 
bill  to  restore  a  measure  of  independence  to  the  Rural  Electrification  Adminis¬ 
tration.  We  feel  that  legislation  in  this  direction  is  imperative  if  the  program 
is  to  succeed  on  a  long-term  basis,  and  strongly  urge  you  and  the  rest  of  the 
Montana  delegation  to  support  this  bill. 

Yours  very  truly, 


Gilbert  Gibson,  President. 
W.  H.  Sennett,  Manager. 


Statement  of  Hon.  George  McGovern,  a  Representative  in  Congress  From 

the  State  of  South  Dakota 

Mr.  Chairman,  and  members  of  the  committee,  I  am  grateful  for  the  opportu¬ 
nity  to  appear  before  you  today  and  offer  this  brief  statement  in  support  of 
H.R.  1321  and  similar  measures.  I  am  the  sponsor  of  H.R.  3029,  an  identical 
bill. 

It  is  my  sincere  belief  that  this  legislation  is  needed  to  insure  that  the  best 
interests  of  the  millions  of  farmers  who  depend  upon  REA-established  coopera¬ 
tives  for  their  electric  energy  will  be  protected.  In  addition,  those  farm  people 
who  are  still  without  this  valuable  service  need  the  assurance  that  their  needs 
will  receive  sympathetic  consideration. 

Modern-day  agriculture  is  heavily  dependent  upon  electricity  for  efficient 
operation.  However,  the  benefits  that  farmers  derive  from  abundant,  low-cost 
power  go  far  beyond  the  farm  gate.  They  are  reflected  in  more  efficient  food 
production  methods  from  which  the  entire  populace  benefits,  as  well  as  increased 
sales  of  electrical  appliances  on  Main  Street  and  greater  profits  in  the  big  manu¬ 
facturing  centers. 

The  Rural  ISlefctrifieation  Administration  was  established  for  one  major  pur¬ 
pose — to  provide  farmers  with  the  means  of  bringing  electrical  energy  to  their 
farms,  when  no  other  means  was  available. 

Since  the  inception  of  the  program,  the  number  of  electrified  farms  has  in¬ 
creased  from  11  percent  in  1936  to  more  than  95  percent  today.  On  June  30, 
1958,  according  to  the  REA  Administrator’s  report,  777  borrowers  had  paid  in 
a  balance  of  $128,651,918  in  advance  of  due  date.  Only  four  borrowers  were 
delinquent  for  more  than  30  days  in  payment  of  their  interest  and  principal. 
This  is  eminent  proof  that  the  program  has  been  highly  successful. 

Fortunately,  we  have  had  capable  and  understanding  REA  Administrators. 
But  regardless  of  how  sympathetic  an  Administrator  might  be,  he  canno^  dis¬ 
charge  his  duties  and  manage  the  program  in  the  interest  of  rural  people  if  his 
decisionmaking  powers  are  usurped  by  a  higher  authority. 

Such  danger  is  inherent  in  section  1  of  Reorganization  Plan  No.  2,  of  1953. 
Under  this  provision,  the  Secretary  of  Agriculture  has  the  authority  to  deprive 
the  REA  Administrator  of  his  powers  to  approve  loans  over  a  specified  limit. 
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Mr.  Chairman,  I  do  not  think  that  any  Secretary  of  Agriculture  should  be 
given  this  authority.  Prior  to  this  1953  reorganization,  there  was  never  any 
question  that  the  REA  Administrator  had  the  sole  and  ultimate  authority  for 
approving  REA  loans  to  cooperatives.  This  is  one  good  reason  why  the  program 
has  been  so  successful.  Since  the  REA  Administrator  has  all  the  facts  at  his 
command  and  is  in  close  touch  with  the  REA  organizations,  he  is  much  better 
equipped  to  make  the  decision  on  loans  and  other  policies  affecting  the  REA 
cooperatives. 

My  bill  and  similar  measures  would  restore  this  full  authority  to  the  REA 
Administrator.  I  respectfully  urge  prompt  and  favorable  action  by  the  com¬ 
mittee  on  this  necessary  legislation. 


Missoula,  Mont.,  March  4, 1959. 

Representative  Leroy  Anderson, 

House  Office  Building,  Washington,  D.C.: 

We  endorse  Humphrey-Price  proposal  to  restore  Administrator’s  lending 
authority. 

Board  of  Trustees, 
Missoula  Electric  Cooperative,  Inc. 

Mr.  Angus  McDonald. 

Miss  Harbo.  I  am  here  to  present  a  statement.  I  am  Esther  Harbo, 
director  of  education  for  the  Rocky  Mountain  Farmers  Union,  and  I 
am  here  in  the  absence  of  Angus  McDonald  to  read  a  prepared  state¬ 
ment  by  him,  and  the  statement  is  in  support  of  H.R.  1321,  which 
would  amend  Reorganization  Plan  No.  2  of  1953. 

STATEMENT  OF  ESTHER  HARBO,  DIRECTOR  OF  EDUCATION,  ROCKY 
MOUNTAIN  FARMERS  UNION 

Miss  Harbo.  We  are  appearing  here  in  support  of  H.R.  1321  which 
would  amend  Reorganization  Plan  No.  2  adopted  in  1953  which  made 
it  possible  for  the  Secretary  of  Agriculture  to  lessen  and  weaken  the 
authority  of  the  Rural  Electrification  Administrator  in  regard  to  the 
approval  of  loans. 

I  call  attention  to  testimony  presented  to  the  Senate  Government 
Operations  Committee,  June  18,  1958,  relating  to  an  identical  bill 
which  the  committee  is  now  considering.  We  have  not  changed  our 
views  since  that  time. 

We  support  without  any  reservation  the  bill  sponsored  by  Repre¬ 
sentative  Price  and  a  number  of  other  members  of  the  House  of  Rep¬ 
resentatives.  The  relationship  of  Secretary  of  Agriculture  Benson 
to  the  rural  electric  cooperatives  has  probably  been  discussed  more 
than  any  other  aspect  of  the  farm  program. 

While  we  do  not  know  if  all  of  the  charges  made  against  the  Sec¬ 
retary  are  completely  true,  we  have  grave  doubts  about  the  wisdom 
of  his  decision  to  remove  from  the  REA  Administrator  the  power 
of  loan  approvals.  Our  information  is  that  the  Secretary  of  Agricul¬ 
ture  may  exercise  a  veto  powrer  on  all  new  loans  and  on  all  loans  over 
$1  million  which  would  make  possible  an  expansion  of  existing  REA 
facilities. 

It  seems  to  us  that  the  Administrator  should  have  power  to  approve 
or  disapprove  a  loan.  He  is  responsible  for  the  success  or  the  failure 
of  the  program  and  as  a  matter  of  course  obtains  the  most  competent 
and  experienced  engineers  and  economists  who  make  surveys  and  de¬ 
velop  facts  which  justify  the  approval  or  disapproval  of  a  loan. 
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Under  t.he  law  every  dollar  loaned  to  a  rural  electric  cooperative 
must  be  returned  to  the  U.S.  Treasury,  plus  2  percent  interest.  Al¬ 
though  the  furnishing  of  electric  service  to  farmers  is  not  a  very 
profitable  business,  because  revenues  are  extremely  small  compared 
to  the  revenues  forthcoming  from  urban  areas,  everyone  agrees  that 
the  Rural  Electrification  Administration  has  a  very  fine  repayment 
record. 

One  reason  we  suspect  for  the  excellent  businesslike  administration 
of  REA  is  that  the  Administrator  has  in  the  past  had  complete  au¬ 
thority  to  consider  a  loan  application  on  its  merits  without  interfer¬ 
ence  from  outside  loan  applications,  outside  the  Administrator’s 
office,  have  had  little  or  no  experience  in  the  rural  electrification 
program. 

We  urge  the  committee  to  favorably  report  H.R.  1321. 

Chairman  Dawson.  Any  questions,  Mr.  Smith  ? 

Mr.  Smith.  No  questions. 

Chairman  Dawson.  Thank  you  very  much.  That  is  all  of  the 
witnesses  for  today.  If  there  is  no  further  business,  we  will  stand 
adjourned  and  take  this  up  next  week  in  executive  session. 

Thank  you  very  much. 

(Whereupon,  at  12:45  p.m.,  the  subcommittee  adjourned.) 

(The  following  matter  was  received  for  the  record :) 

House  of  Representatives, 
Washington,  D.G.,  March  9,  1959. 
Chairman,  Committee  On  Government  Operations, 

George  W ashington  Inn,  Washington,  D.C. 

(Attention:  Clerk  of  Subcommittee  on  Executive  and  Legislative  Committee.) 

Dear  Sir  :  In  accordance  with  previous  arrangements,  I  am  enclosing  my 
statement  in  support  of  H.R.  1321  and  similar  legislation  to  be  included  in  the 
committee  record  of  the  hearing  on  said  measures. 

Most  cordially  yours, 

Merwin  Coad, 
Representative  in  Congress. 

Statement  of  Hon.  Merwin  Coad,  a  Representative  in  Congress  From  the 

State  of  Iowa 

Mr.  Chairman,  members  of  the  committee,  I  appreciate  this  .opportunity  to 
express  my  thoughts  upon  H.R.  1321  and  similar  measures  and  to  go  on  record 
in  favor  and  support  of  this  measure. 

There  is  no  question  in  my  mind  about  the  need  of  this  legislation  to  protect 
the  best  interests  of  the  millions  of  farmers  in  this  country  who  depend  upon 
REA-established  cooperatives  for  their  electrical  power.  Further,  it  is  im¬ 
portant  to  regain  basic  foundations  of  the  office  of  the  Rural  Electrification 
Administration  to  assure  those  who  are  without  electricity  will  have  the 
same  opportunity  to  obtain  this  valuable  service  that  their  neighbors  who 
now  have  this  service  enjoyed  during  the  early  years  of  operation  of  the  REA 
program. 

Electricity  and  modern  agriculture  fit  hand  in  glove.  Abundant  low-cost 
power  has  stepped  up  farm  efficiency  a  hundredfold.  It  has  bestowed  city 
conveniences  and  benefits  upon  country  living,  which  have  in  turn  reflected 
back  to  all  segments  of  our  population  the  benefits  of  efficient  production  of 
low-cost  foods.  Also,  along  with  the  availability  of  electrical  power,  has  risen 
the  demand  for  all  types  of  electrical  appliances  and  tools  for  use  on  the 
farm.  This  demand  has  produced  sales  in  our  rural  towns  and  kept  people 
employed  in  our  manufacturing  centers. 

Authorized  by  Congress  in  1936  the  REA  program  was  established  to  provide 
farmers  with  the  means  of  bringing  electrical  power  to  their  farms,  when  no 
other  means  were  available.  To  accomplish  this  major  objective  of  the  pro¬ 
gram  Congress  saw  fit  to  vest  all  powers  of  the  Administration  in  the  REA 
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Administrator,  including  the  express  power  to  grant  loans  to  provide  central 
station  electric  service  to  rural  areas.  In  1939  REA  was  transferred  to  the 
Department  of  Agriculture  by  Reorganization  Plan  No.  2  of  1939.  Ac  that  time 
the  Secretary  of  Agriculture  issued  regulations  governing  the  organization’s 
administrative  functions,  but  policy  determinations  relating  to  the  rural  elec¬ 
trification  program  were  primarily  determined  by  the  REA  Administrator,  sub¬ 
ject  to  the  general  supervision  of  the  Secretary. 

The  authority  thus  vested  in  the  REA  Administrator  within  this  organiza¬ 
tional  framework  was  used  wisely  by  a  capable  and  understanding  Administrator. 
The  outstanding  record  of  this  program  proves  this,  and  points  out  the  wisdom 
of  Congress  of  creating  the  oflice  of  Administrator  with  such  powers  in  the  first 
instance. 

Under  section  1  of  Reorganization  Plan  No.  2  of  1953  the  Secretary  of  Agri¬ 
culture  has  the  authority  to  deprive  the  REA  Administrator  of  his  powers  to 
approve  loans  over  a  specified  limit.  This  provision  is  inherently  dangerous 
to  the  smooth  operation  of  the  administration  of  the  program  as  envisioned 
by  the  Congress  in  the  creation  of  the  program. 

No  Administrator  can  fully  discharge  his  duties  and  manage  this  program  in 
the  interest  of  rural  people,  if  his  policy  determinations  are  made  subject  to 
change  by  a  higher  administrative  authority. 

Since  the  Administrator  has  all  the  facts  at  his  command  and  is  in  close  touch 
with  the  REA  organizations,  he  is  in  a  much  better  position  to  make  the  policy 
decisions  and  the  loan  decisions  than  anyone  else.  The  success  of  the  program 
in  the  past  will  certainly  attest  to  that. 

For  these  reasons  Mr.  Chairman,  I  support  legislation  which  would  restore 
full  authority  to  the  REA  Administrator,  and  still  retain  the  program  within 
the  Department  of  Agriculture. 


House  of  Representatives, 
Washington,  D.C.,  March  18,  1958. 

Hon.  William  L.  Dawson, 

Chairman,  Government  Operations  Committee, 

New  House  Office  Building, 

Washington,  D.C. 


Dear  Chairman  Dawson  :  I  have  received  the  attached  House  Concurrent 
Resolution  “O,”  adopted  by  the  36th  Legislative  Assembly  of  the  State  of 
North  Dakota,  wherein  it  is  urged  that  Congress  retain  the  present  2  per¬ 
cent  interest  rate  applying  to  loans  made  to  rural  electric  cooperatives. 

This  resolution  is  being  forwarded  to  you,  inasmuch  as  your  committee  will 
undoubtedly  consider  relevant  legislation  should  such  be  introduced  or  con¬ 
sidered  in  the  Congress. 

I  will  appreciate  your  bringing  this  expression  to  the  attention  of  the  members 
of  your  committee,  and  also  ask  that  it  be  incorporated  as  a  part  cf  any  commit¬ 
tee  testimony  on  this  subject. 

With  kindest  personal  regards,  I  am. 

Sincerely  yours, 


Don  L.  Short,  Member  of  Congress. 


Thirty-sixth  Legislative  Assembly,  State  of  North  Dakota,  Begun  and 
Held  at  the  Capitol  in  the  City  of  Bismarck,  on  Tuesday,  the  Sixth  Day 
of  January,  One  Thousand  Nine  Hundred  and  Fifty-Nine 


HOUSE  CONCURRENT  RESOLUTION  “O” 

(Anderson  of  McHenry,  Hauf,  Magnuson,  Burk,  Klinger.  Anderson  of  Stutsman, 
Rolfsrud,  Tescher,  Guy,  Nicolson,  Winge,  Knutson  of  Benson,  Strand,  Breum, 
Solberg,  and  Larson) 

A  CONCURRENT  RESOLUTION  URGING  CONGRESS  TO  RETAIN  THE  PRESENT  TWO  PERCENT 
INTEREST  RATE  APPLYING  TO  LOANS  MADE  TO  RURAL  ELECTRICAL  COOPERATIVE 
ASSOCIATIONS  OR  CORPORATIONS 

Whereas  a  number  of  proposals  were  presented  to  the  Eighty-fifth  Congress 
proposing  an  increase  in  interest  rates  on  loans  to  rural  electrification  associa¬ 
tions;  and 
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Whereas  the  Congress,  by  enacting  the  Pace  Act  In  1944  and  thereby  fixing 
such  interest  rates  at  two  percent,  made  a  covenant  with  the  rural  electrical 
cooperatives  to  proceed  with  area  coverage  at  reasonable  retail  rates ;  and 
Whereas  the  proposed  increased  interest  rates  would  have  a  detrimental 
effect  on  rural  electrical  cooperative  associations  or  corporations  operating  in 
sparsely  settled  areas;  and 

Whereas  we  believe  the  continuance  of  the  two  percent  interest  rate  is  neces¬ 
sary  to  enable  the  rural  electrical  cooperative  associations  and  corporations  to 
complete  the  task  of  providing  full,  efficient,  and  reasonably  priced  electrical 
service  on  an  area-coverage  basis :  Now,  therefore,  be  it 
Resolved  by  the  House  of  Representatives  of  the  State  of  North  Dakota,  the 
Senate  concurring  therein,  That  we  urge  the  Congress  of  the  United  States  to 
vigorously  oppose  any  change  or  proposed  change  in  the  law  which  would  effect 
an  increase  in  the  interest  rate  on  loans  to  rural  electrical  cooperative  asso¬ 
ciations  or  corporations ;  and  be  it  further 
Resolved,  That  copies  of  this  resolution  be  forwarded  by  the  chief  clerk  of 
the  House  of  Representatives  to  the  President  of  the  United  States  Senate  and 
Speaker  of  the  United  States  House  of  Representatives  and  to  each  member  of 
the  North  Dakota  congressional  delegation. 

Hjalamar  C.  Nygaard, 

Speaker  of  the  House. 

Gerald  L.  Stair, 

Chief  Clerk  of  the  House. 

C.  P.  Dahl, 

President  of  the  Senate. 

Vic  Gilbreath, 

Secretary  of  the  Senate. 


House  of  Representatives, 
Washington,  D.C.,  March  6,  1959. 

Hon.  William  L.  Dawson, 

Chairman,  Subcommittee  on  Government  Operations, 

House  of  Representatives,  Washington,  D.C. 

Dear  Mr.  Chairman  :  During  the  course  of  the  hearing  this  morning  I  prom¬ 
ised  Congressman  Brown  that  I  would  submit  for  the  record  whatever  informa¬ 
tion  I  could  find  in  response  to  a  question  which  he  posed  to  me. 

As  I  remember  the  question  which  he  posed,  it  was  something  like  this :  “Do 
you  know  of  any  specific  instance  in  which  the  Secretary  of  Agriculture  has 
interferred  in  the  granting  of  a  loan”? 

My  answer  is  that  it  is  unlikely  that  anyone  except  a  person  sitting  in  the 
inner  circle  at  the  Department  of  Agriculture  would  be  in  a  position  to  answer 
this  question.  It  is  impossible  to  know  what  shuffling  in  criteria  takes  place 
as  loans  are  ruled  upon.  Naturally  Secretary  Benson  would  not  give  out  this 
information.  The  applicants  for  loans  to  whom  this  has  happened  would  not 
say  so,  because  of  fear  that  it  would  jeopardize  their  chance  for  a  loan  in  the 
future. 

The  only  way  of  getting  this  kind  of  information  is  in  the  reaction  we  get 
from  the  people  who  are  most  intimately  concerned — the  applicants  for  loans. 

The  fact  that  I  am  being  swamped  with  mail  requesting  this  type  of  legisla¬ 
tion  is  indicative  of  the  feeling  that  a  change  is  needed.  They  do  not  state 
specifically  why  this  change  is  needed  because  they  know  that  any  moneys  that 
may  come  to  them  in  the  future  will  have  to  come  from  this  organization  and 
they  do  not  want  to  prejudice  any  loan  request  which  they  may  make  in  the 
future. 

A  good  example  of  the  feeling  on  this  subject  is  in  the  fact  that  one  night 
last  December  1958,  when  the  roads  were  dangerously  icy,  58  farmers  repre¬ 
senting  in  an  official  capacity  5  REA  cooperatives  travelled  many  miles  to  meet 
with  me  and  to  tell  me  why  this  legislation  is  needed. 

Sincerely  yours, 

Leonard  G.  Wolf,  Representative  in  Congress. 
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THURSDAY,  MARCH  5,  1959 

U.S.  Senate, 

Subcommittee  on  Agricultural  Credit  and 

Rural  Electrification  of  the 
Committee  on  Agriculture  and  Forestry, 

W ashington,  D.G. 

The  subcommittee  met,  pursuant  to  notice,  at  10 :30  a.m.,  room  324, 
Senate  Office  Building,  Senator  Spessard  L.  Holland,  Chairman  of 
the  Subcommittee  (presiding). 

Present:  Senators  Holland,  Ellender  (chairman  of  the  full  com¬ 
mittee),  Talmadge,  Young  of  Ohio,  Munclt,  Williams,  and  Schoeppel. 
Also  present:  Senators  Humphrey,  Aiken,  and  Curtis. 

Senator  Holland.  The  subcommittee  will  please  come  to  order. 
We  will  first  hear  the  witnesses  who  wish  to  appear  on  S.  Res.  21, 
offered  by  the  Senator  from  Vermont,  Mr.  Aiken,  for  himself  and 
several  other  Senators.  I  ask  that  S.  Res.  21  first  be  inserted  in 
the  record. 

(S.  Res.  21  is  as  follows :) 

[S.  Res.  21,  86th  Cong.,  1st  sess.l 
RESOLUTION 

Whereas  the  Comptroller  General  of  the  United  States  in  decisions  (B-134138) 
dated  July  21,  1958,  and  October  15,  1958,  in  questioning  the  validity  of  a 
portion  of  a  loan  made  by  the  Rural  Electrification  Administration  to  the 
Central  Iowa  Power  Cooperative,  Cedar  Rapids,  Iowa,  interpreted  the  Rural 
Electrification  Act,  in  the  first  decision,  as  not  authorizing  loans  for  service 
to  persons  who  are  actually  without  central-station  service  if  they  are  located 
in  an  area  generally  served  by  a  power  supplier ;  and,  in  the  second  decision, 
as  not  authorizing  loans  to  serve  persons,  in  fact  without  service,  if  they  are 
located  “on”,  “along  side  of”,  or  “within  a  reasonable  distance”  of  a  line  of 
a  power  supplier ;  and 

Whereas  the  Acting  Secretary  of  Agriculture,  in  a  letter  dated  August  7,  1958, 
to  the  Comptroller  General,  requested  reconsideration  of  the  first  decision 
because  it  was  inconsistent  with  the  express  provisions  of  the  Rural  Electrifi¬ 
cation  Act,  its  legislative  history,  congressional  understanding,  uniform  admin¬ 
istrative  practice,  and  legal  interpretations  and  opinions  during  the  22  years 
following  enactment  of  the  Rural  Electrification  Act  and,  by  letter  dated 
October  29,  1958,  informed  the  Comptroller  General  that  these  objections  were 
equally  applicable  to  the  interpretation  of  the  Rural  Electrification  Act 
expressed  in  the  second  decision  and  could  therefore  not  be  agreed  to ;  and 
Whereas  the  interpretation  of  the  Rural  Electrification  Act  proposed  by  the 
Comptroller  General  in  either  of  his  decisions,  if  it  had  been  applied  to  the 
rural  electrification  program  from  its  inception,  would  have  prevented  that  pro¬ 
gram’s  great  contributions  to  agriculture  and  the  rural  areas  of  the  Nation 
and  to  the  national  economy  generally  and,  if  now  applied,  would  drastically 
curtail  the  future  great  potential  of  the  rural  electrification  program :  Now, 
therefore,  be  it 

Resolved,  That  it  is  the  sense  of  the  Senate  that  the  Rural  Electrification  Act 
of  1936,  as  amended,  continue  to  be  interpreted  to  authorize  the  making  of  loans 
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for  the  construction  of  facilities  to  bring  electric  service  to  persons  who  are  in 
fact  not  receiving  central-station  service,  and  to  continue  to  serve  those  who  are 
presently  being  served,  in  accordance  with  the  Acting  Secretary  of  Agriculture  s 
letters  of  August  7,  1958,  and  October  29,  1958,  to  the  Comptroller  General,  and 
that  the  proposed  limitation  on  the  authority  of  the  Rural  Electrification  Admin¬ 
istration  introduced  in  the  Comptroller  General’s  decisions  of  July  21,  1958,  and 
October  15,  1958,  be  rejected  as  contrary  to  the  clear  intent  of  the  Congress. 

Senator  Holland.  Do  we  have  a  report  from  the  Department  on 
that  measure  ? 

Senator  Aiken.  They  are  testifying  this  morning,  aren’t  they? 

Senator  Holland.  Mr.  Clerk,  do  you  have  a  report  from  the  De¬ 
partment  on  that  ? 

The  Clerk.  No. 

Senator  Aiken.  Their  testimony  will  be  their  report,  I  take  it. 

Senator  Holland.  I  understand  there  is  no  report  from  the  De¬ 
partment,  but  that  there  are  witnesses  here  from  the  Department  who 
will  be  heard  during  the  hearing. 

I  will  call  as  the  first  witness  the  Senator  from  Vermont,  Mr.  Aiken. 

STATEMENT  OE  HON.  GEORGE  D.  AIKEN,  A  U.S.  SENATOR  FROM 

THE  STATE  OF  VERMONT 

Senator  Aiken.  Mr.  Chairman  and  members  of  the  committee,  I  am 
deeply  grateful  for  the  opportunity  afforded  me  by  this  hearing  on 
S.  Res.  21,  introduced  by  14  Senators  from  both  sides  of  the  aisle,  for 
whom  I  had  the  honor  of  acting. 

I  want  to  speak  on  behalf  of  this  resolution  and  reaffirm  my  long 
and  ardent  support  of  the  rural  electrification  program.  This  com¬ 
mittee  and  the  cosponsors  of  S.  Res.  21  have  consistently  and  vigor¬ 
ously  supported  REA. 

Congress  has  given  this  great  program  bipartisan  support  since 
the  enactment  of  the  Rural  Electrification  Act  almost  23  years  ago. 

The  purpose  of  this  enactment  was  to  bring  electric  service  to  un¬ 
served  persons  in  rural  America.  It  was  administered  on  this  basis 
for  over  22  years.  It  has  brought  the  benefits  of  electricity  to  20  mil¬ 
lion  rural  people  through  loans  totaling  almost  $4  billion. 

For  over  22  years,  no  one  questioned  the  fact  that  when  Congress 
said  “persons  not  receiving  central-station  service”  it  meant  persons, 
not  areas. 

Then  on  July  21,  1958,  the  Comptroller  General  of  the  United 
States  decided  that  a  person  not  receiving  service  was  receiving  if 
he  was  in  an  area  served  by  another  power  supplier. 

The  Department  of  Agriculture,  in  reply,  pointed  out  that  this 
“area”  idea  could  not  be  supported  by  the  language  of  the  act.  Nor 
could  it  be  supported  by  legislative  history,  congressional  under¬ 
standing,  uniform  administrative  practice  and  consistent  legal  in¬ 
terpretations. 

Then  the  Comptroller,  on  October  15,  1958,  decided  that  what  he 
really  meant  when  lie  said  “area”  was  “on”,  “alongside  of”  or  “within 
a  reasonable  distance”  of  an  existing  line. 

As  the  Department  pointed  out  in  its  letter  of  October  29,  1958, 
this  modification  of  the  Comptroller’s  decision  was  equally  falacious 
and  objectionable  from  a  legal  point  of  view. 

It  also  added  insurmountable  administrative  obstacles,  and  great 
dangers  to  the  continued  soundness  of  the  REA  cooperatives. 
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It  would  enable  hostile  companies  to  deprive  cooperatives  of  essen¬ 
tial  future  REA  financing  and  completion  of  area  coverage  merely  by 
building  a  line  through  the  heart  of  the  cooperative’s  area. 

From  the  point  of  view  of  the  REA,  the  difficulties  in  applying  such 
a  nebulous  concept  as  “reasonable  distance”  and  determining  the  va¬ 
riety  of  factors  to  be  taken  into  consideration  and  the  weight  to  be 
given  to  each,  could  as  a  practical  matter,  play  havoc  with  the  pro¬ 
gram. 

Imagine,  if  you  will,  the  Administrator  of  the  Rural  Electrifi¬ 
cation  Administration  attempting  to  determine  with  respect  to  each 
consumer  in  each  loan,  whether  that  particular  consumer  was  on, 
alongside  of  or  within  a  reasonable  distance  of  an  existing  powerline, 
and  then  saying  to  that  consumer,  “you  cannot  have  the  benefits  of 
electric  service  through  an  REA  loan  because  you  are  within  a  rea¬ 
sonable  distance  of  an  existing  powerline.  Your  neighbor,  across  the 
road,  is  160  feet  further  from  the  existing  line,  so  we  will  serve  him.” 

Under  this  second  decision  of  the  Comptroller  General,  the  Ad¬ 
ministrator  would  also  be  required  to  determine  the  willingness  and 
ability  of  the  existing  power  supplier  to  furnish  adequate  service  at 
reasonable  rates. 

The  net  result  of  this  decision  would  be  to  hamstring  the  REA  as  a 
lending  agency,  designed  and  created  to  bring  electricity  to  rural 
America,  and  create  a  new,  sprawling  bureaucracy  with  the  functions 
of  a  rural  public  service  commission. 

I  can  conceive  of  no  proposal  which  would  have  more  effectively 
prevented  the  great  contributions  made  by  REA  to  agriculture,  to  the 
Nation’s  rural  areas  and  to  the  national  economy  generally  than  that 
represented  by  these  decisions  of  the  Comptroller  General. 

These  contributions  of  the  REA  should  be  enthusiastically  com¬ 
mended,  not  tarred  with  the  brush  of  alleged  illegality. 

The  Comptroller  General  has  attempted  to  create  doubts  concern¬ 
ing  congressional  intent,  which  have  never  existed  in  Congress  itself. 

Congress,  in  its  frequent  reviews  of  the  administration  of  the  REA 
program,  has  placed  its  its  unequivocal  stamp  of  approval  on  the 
basic  ground  rules  RExV  has  been  following. 

Persons  in  rural  areas  actually  without  central  station  electric  serv¬ 
ice  are  entitled  to  the  benefits  of  the  REA  program. 

The  adoption  of  this  resolution  will  in  clear  and  loud  terms  reem¬ 
phasize  and  reaffirm  this  fundamental  congressional  intent. 

I  therefore,  urge  prompt  and  favorable  action  on  Senate  Resolu¬ 
tion  21. 

I  have  some  communications  which  I  will  give  to  the  committee,  Mr. 
Chairman,  from  the  REA  in  Oregon,  New  York,  Idaho,  Pennsylvania 
and,  I  think,  Missouri,  and  possibly  other  States. 

Senator  Holland.  Without  objection,  those  communications  will  be 
included  in  the  record. 

(The  communications  referred  to  are  as  follows :) 

Salem,  Oreg.,  March  3,  1959. 

U.S.  Senator  George  Aiken, 

Senate  Office  Building,  Washington,  D.C.: 

Oregon  electric  cooperatives  give  strong  support  your  Comptroller  resolution, 
also  Curtis  bill  (S.  75).  We  are  very  grateful  for  your  support. 

Lee  Wooden, 

President,  Oregon  Electric  Coop.  Association. 
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Hartwick,  N.Y.,  March  4, 1959. 

Senator  George  Aiken, 

Senate  Office  Building,  Washington,  D.C.: 

All  cooperatives  here  have  requested  New  York  State  Senators  support  of 
your  Senate  Resolution  21  in  regard  to  Comptroller  General.  Thanks  for  your 
good  efforts  on  many  matters.  We  hope  for  your  support  on  Price-Humphrey 
bill  to  restore  REA  Administration’s  authority  on  loans. 

Arthur  Jamieson, 

President,  New  York  State  Rural  Electric  Cooperatives  Association. 


Lewiston,  Idaho,  March  3,  1959. 

The  Honorable  Senator  Aiken, 

Senate  Office  Building,  Washington,  DC.: 

The  Idaho  REA  co-ops  extend  their  support  to  your  resolution  to  kill  Comp¬ 
troller’s  REA  ruling. 

John  M.  George, 

Idaho  State  Director. 


Pennsylvania  Rural  Electric  Association, 

Forksville,  Pa.,  January  26,  1959. 

Senator  George  Aiken, 

Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Aiken  :  I  am  enclosing  copies  of  a  resolution  passed  by  the 
Pennsylvania  Rural  Electric  Association  at  its  regular  meeting  last  week. 

The  many  thousand  people  in  Pennsylvania  directly  connected  with  the  Rural 
Electrification  Cooperatives  are  deeply  indebted  to  you  and  other  Senators  tak¬ 
ing  this  interest  in  our  behalf. 

May  I  also  express  my  personal  appreciation. 

Sincerely, 


W.  S.  Thomas, 

Secretary-Treasurer,  Pennsylvania  Rural  Electric  Association. 


Resolution  Passed  by  the  Pennsylvania  Rural  Electric  Association  Meet¬ 
ing  in  Regular  Session  at  Fort  Bedford  Inn,  Bedford,  Pa.,  January  21  and 
22  with  Reference  to  Senate  Resolution  21  Introduced  by  Senator 
George  Aiken  and  Cosponsored  by  Senator  Joseph  Clark 

Whereas  on  July  21,  1958,  the  Comptroller  General  of  the  United  States 
issued  a  ruling  construing  the  provisions  of  the  Rural  Electrification  Act  of 
1936,  which  state  that  loans  will  be  made  thereunder  to  serve  any  “persons  in 
rural  areas  not  receiving  central  station  electric  service”  to  mean,  in  effect, 
that  the  act  authorized  loans  to  serve  “unserved  areas”  rather  than  “unserved 
persons,”  and  that  loans  cannot  therefor  be  made  to  furnish  electricity  to 
persons  without  such  service  if  a  power  company,  unwilling  or  unable  to  serve 
them,  happens  to  have  lines  in  the  general  areas ;  and 

Whereas  such  ruling  is  potently  contrary  to  the  legislative  intent  of  the 
Congress  in  enacting  such  act,  and,  if  enforced  to  its  inescapable  conclusion, 
will  seriously  undermine  the  functioning  of  all  rural  electric  cooperative  com¬ 
panies  to  the  detriment  of  their  members,  and  to  the  curtailing  of  the  benefits  of 
electric  power  to  large  numbers  of  the  citizenry  of  this  country  residing  in  rural 
areas ;  and 

Whereas  it  is  now  of  the  greatest  importance  that  the  Congress  reaffirm  in 
unmistakable  terms  its  legislative  intent  in  enacting  the  aforesaid  provisions  of 
the  Rural  Electrification  Act  of  1936 :  Now,  therefore,  be  it 
Resolved,  That  the  Pennsylvania  Rural  Electric  Association  consisting  of  13 
Rural  Electric  Cooperative  Companies  serving  upward  of  70,000  citizens  of 
Pennsylvania  in  its  rural  areas,  endorses  and  approves  Senate  Resolution  21 
submitted  by  Senator  George  Aiken  and  cosponsored  by  Pennsylvania’s  Senator 
Joseph  S.  Clark  which  would  appropriately  reaffirm  the  legislative  intent  above 
mentioned;  and  be  it  further 

Resolved,  That  the  members  of  this  association  pledge  their  best  efforts  to 
support  and  promote  the  passage  of  such  resolution ;  and  be  it  further 
Resolved,  That  we  unanimously  commend  Senator  Joseph  S.  Clark  for  his 
sponsorship  of  such  resolution ;  and  be  it  further 
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Resolved,  That  a  copy  of  this  resolution  be  transmitted  by  the  secretary  to 
Senator  Joseph  S.  Clark,  and  to  Senator  George  Aiken. 


Sullivan  County  Rural  Electric  Cooperative,  Inc., 

Forksville,  Pa.,  February  20,  1959. 

Senator  George  Aiken, 

Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Aiken  :  The  board  of  directors  of  this  cooperative  met  in 
regular  session  yesterday,  and  gave  consideration  to  Senate  Resolution  21. 

I  am  enclosing  copies  of  the  action  taken  by  my  board  of  directors,  and  may  I 
personally  extend  my  well  wishes.  We  sincerely  appreciate  your  efforts  in  the 
cooperative’s  behalf. 

Very  truly  yours, 


Sullivan  County  Rural  Electric 
Cooperative,  Inc., 

Wesley  S.  Thomas,  Manager. 


Resolution 

Whereas  forces  opposed  to  the  electric  cooperatives  are  making  a  united 
effort  through  every  possible  media,  including  our  elected  officials  as  well  as 
personnel  of  the  executive  branch  of  our  Federal  Government,  to  bring  hardship 
on  the  electric  cooperatives  of  this  great  land,  and 

Whereas  the  electric  cooperatives  have  in  the  past  and  will  continue  to  be  a 
large  segment  of  our  social  and  economic  structure  dedicated  to  the  develop¬ 
ment  of  the  rural  areas  across  the  land  :  Now,  therefore,  be  it 

Resolved,  That  Senator  George  Aiken  and  Senator  Joseph  S.  Clark  be  com¬ 
mended  for  their  many  considerations  and  particularly  at  this  time,  the  sponsor¬ 
ship  of  Senate  Resolution  21,  which  in  itself  is  a  direct  bulwark  for  the  protec¬ 
tion  and  continuation  of  the  electric  cooperatives  in  their  endeavors  afore¬ 
mentioned  ;  and  be  it  further 

Resolved,  That  the  manager  forward  copies  of  this  resolution  to  Senator  Aiken 
and  Senator  Clark  on  behalf  of  the  board  of  directors  and  the  membership  of 
the  Sullivan  County  Rural  Electric  Cooperative. 


Crawford  Electric  Cooperative,  Inc., 

Bourbon,  Mo.,  February  3,  1959. 

The  Honorable  George  Aiken, 

U.8.  Senate,  Washington,  D.C. 


Dear  Sir  :  On  behalf  of  the  Crawford  Electric  Cooperative,  Inc.,  I  want  to 
express  our  appreciation  for  the  stand  you  have  taken  in  regards  to  the  REA 
program. 

You  have  the  respect,  confidence  and  admiration  of  all  our  people  for  your 
making  a  special  effort  in  defense  of  our  2  percent  interest  rate  and  other  REA 
obstacles  despite  adverse  circumstances. 

We  send  you  our  sincere  thanks. 

Very  truly  yours, 

Crawford  Electric  Cooperative,  Inc., 
Ben  Eldredge,  President. 


Portola,  Calif.,  March  5,  1959. 

Senator  George  D.  Aiken, 

Senate  Office  Building,  Washington: 

California  cooperatives  strongly  support  Senate  Resolution  21.  Your  con¬ 
tinued  support  of  our  problems  helps  all  people  in  our  remote  areas  to  reap 
benefits  of  central  station  electric  service. 

Cone  Hunter, 

President,  California  Rural  Electric  Co-op  Association. 

Senator  Aiken.  I  will  also  give  you  for  your  information  but  will 
not  ask  to  have  included  in  the  record,  a  copy  of  the  law  which  was 
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enacted  in  the  State  of  Vermont  which  tends  to  prevent  situations 
which  would  embarrass  the  REA  in  its  operations  or  prevent  spite¬ 
line  building  and  all  that  sort  of  thing  between  different  companies. 
I  will  leave  this  law  with  you  but  I  will  not  ask  to  have  it  in  the 
record  unless  you  want  it  there. 

Senator  Holland.  Do  you  mean  that  the  State  in  setting  up  its 
legislation  to  authorize  the  creation  and  functioning  of  the  coopera¬ 
tive  associations  in  this  held,  imposed  conditions  which  you  think 
would  tend  to  minimize  or  destroy  any  chance  of  harmful  friction 
resulting  from  the  operation  ? 

Senator  Aiken.  That  is  true.  That  was  brought  about  by  the  fact 
that  there  might  be  an  unserved  area.  The  REA  would  plan  to 
serve  it.  The  utility  which  didn’t  intend  to  service  it  in  the  first 
place  would  run  a  line  out  in  the  middle  of  it,  picking  up  three  or 
four  of  the  best  customers  and  making  it  either  high  cost  or  impossible 
to  serve  the  others  on  the  cooperative  line. 

In  1957  the  State  passed  legislation  which  defines  public  utility 
policy  and  extension  of  service  and  the  terms  under  which  they  could 
be  served.  That  is,  the  utility  may  say  “we  will  serve  this  area”  but 
unless  they  were  going  to  serve  it  at  reasonable  rates  they  would  not 
be  permitted  to  go  in  there. 

Senator  Holland.  Since  the  committee  will  be  studying  this  whole 
field,  are  we  to  understand  that  you  commend  the  methods  included 
in  the  State  laws  of  Vermont  as  being  in  your  opinion  effective  to 
the  degree  that  you  think  they  should  be  studied  in  connection  with 
the  question  ? 

Senator  Aiken.  No,  Mr.  Chairman.  I  would  not  go  so  far  as  to 
endorse  the  Vermont  law  word  for  word  because  I  did  not  get  around 
to  read  it  until  this  morning.  I  do  know  that  the  law  effectively  put 
a  stop  to  gouging,  spite-line  building,  and  things  like  that.  As  far 
as  I  know,  the  REA  and  corporations  as  well  as  the  municipals  have 
had  no  difficulty  since  this  enactment. 

Senator  Holland.  The  chairman  of  the  subcommittee  has  had  an 
opportunity  to  discuss  this  matter  briefly  with  the  present  witness, 
and  he  understood  from  that  discussion  that  there  was  some  question 
coming  out  of  the  rulings  of  the  GAO  that  might  possibly  affect  the 
legality  of  loans  earlier  granted  by  REA.  I  haven’t  heard  any  cov¬ 
erage  of  that  matter  in  the  presentation. 

Senator  Aiken.  Mr.  Chairman,  I  think  that  question  was  raised 
by  the  Comptroller  General’s  Office  and  in  one  case  the  Comptroller 
General  virtually  directed  the  REA  to  recover  a  loan  or  rescind  a  loan 
which  had  already  been  made. 

In  the  second  opinion  of  the  Comptroller  General,  he  stated  that 
in  the  absence  of  a  concrete  decision  by  the  Congress  he  would  not 
attempt  to  make  collections  or  call  any  loans  that  had  been  made  over 
the  last  22  or  23  years.  But  that  is  purely  a  negative  position  the 
Comptroller  General  has  taken.  It  is  subject  to  change  at  any  time. 
His  opinion  as  to  the  intent  of  the  Congress,  so  far  as  I  know,  still 
stands,  although  he  has  indicated  he  would  not  undertake  to  enforce 
it.  That  is  not  a  satisfactory  situation. 

Senator  Holland.  Is  it  a  part  of  your  intention  as  a  principal  spon¬ 
sor  of  this  resolution,  to  set  at  rest  any  question  about  the  legality  of 
the  loans  heretofore  made,  both  those  loans  that  have  been  extended 
and  those  loans  which  have  been  partially  extended  and  on  which 
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funds  are  still  in  the  hands  of  the  Administration  awaiting  disburse¬ 
ment? 

Senator  Aiken.  That,  of  course,  would  be  the  principal  intent. 

Also,  I  think  that  this  resolution  would  establish  the  intent  of  the 
Senate  on  how  the  law  is  now  unless  and  until  the  present  law  is  mod¬ 
ified. 

Senator  Holland.  The  measure  is  a  Senate  resolution.  Has  the 
Senator  considered  the  possibility  of  offering  a  concurrent  resolution  ? 

Senator  Aiken.  I  considered  that  possibility  and  then  I  also  felt 
we  should  get  this  thing  settled  as  soon  as  possible.  Realizing  the 
length  of  time  it  takes  for  concurrent  resolutions  to  go  all  the  way 
through  Congress,  I  felt  that  the  Senate  had  better  express  itself.  I 
also  thought  that  one  body  of  Congress  expressing  itself  would  effec¬ 
tively  control  the  situation. 

Senator  Holland.  It  is,  as  you  have  indicated,  your  principal  pur¬ 
pose  to  quiet  any  question  as  to  prior  loans  whether  extended  or  not, 
and  also  to  declare  the  policy  which  will  be  effective  as  to  future  ones? 

Senator  Aiken.  That  is  true,  as  far  as  the  Senate’s  attitude  is  con¬ 
cerned.  The  REA  cooperatives  have  loans  and  they  are  all  paying  off 
the  loans  as  required  by  law,  or  virtually  all  of  them.  They  are  nat¬ 
urally  uneasy  not  knowing  when  the  Comptroller  General  or  some 
future  Comptroller  General  might  rescind  his  decision  not  to  under¬ 
take  recalling  of  loans  which  he  thinks  are  illegal  on  the  basis  set  forth 
in  his  ruling. 

Senator  Holland.  Thank  you,  sir. 

Senator  Talmadge,  do  you  have  any  questions? 

Senator  Talmadge.  I  do  want  to  ask  two  or  three  questions  to 
clarify  this  situation.  As  I  understand  it,  the  Comptroller  General 
has  taken  the  position  that  the  Administrator  of  the  REA  has  made 
an  erroneous  decision  in  making  loans  to  the  Iowa  Power  Cooperative, 
Cedar  Rapids,  Iowa.  Is  that  the  question  at  issue? 

Senator  Aiken.  That  was  the  case  which  brought  the  matter  before 
the  Comptroller  General  for  decision,  I  believe. 

Senator  Talmadge.  Is  that  the  only  question  to  be  solved  by  the 
resolution  or  are  there  other  questions  to  be  solved  also  ? 

Senator  Aiken.  No,  I  think  that  the  loans  which  have  been  made  to 
a  very  large  percentage  of  the  REA  co-ops  in  the  country  would  be  in 
jeopardy  if  the  Comptroller  General’s  decision  is  permitted  to  stand, 
and  that  all  of  the  loans  might  be  subject  to  recall. 

Senator  Talmadge.  Was  it  the  decision  of  the  Comptroller  General 
that  the  REA  Administrator  went  beyond  the  scope  of  the  REA  Act 
in  authorizing  loans  ? 

Senator  Aiken.  The  Comptroller  General  undertook  to  interpret 
the  intent  of  the  Congress  of  23  or  24  years  ago  and  his  interpretation 
is  not  in  accord  with  the  general  understanding  of  the  Congress  or  the 
executive  branch  of  the  Government  which  has  been  administering  the 
REA  loan  program. 

Senator  Talmadge.  I  regret  that  I  am  not  too  familiar  with  the 
duties  of  the  Comptroller  General.  What  authority  does  he  have,  if 
any,  to  question  the  legal  acts  of  the  various  administrative  agencies 
of  the  Government  ? 

Senator  Aiken.  The  Comptroller  General  is  an  agent  of  the  Con¬ 
gress,  of  course,  and  acts  on  cases  in  the  executive  branch  which  are 
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referred  to  him  from  time  to  time.  This  was  the  case  that  was  re¬ 
ferred  to  him.  I  am  sure  that  REA  witnesses  who  will  come  on  later 
will  explain  that  in  detail  to  you. 

He  questioned  this  loan  and  that  also  throws  maybe  500  other  co¬ 
operatives’  loans  into  question. 

Senator  Talmadge.  When  acting  in  his  official  capacity,  does  he 
have  the  authority  to  withhold  or  deny  loans  at  his  discretion? 

Senator  Aiken.  I  wouldn’t  want  to  speak  as  an  authority  on  that. 
I  think  that  he  has  considerable  authority,  however,  in  that  respect. 

Senator  Talmadge.  Isn’t  he  attempting  to  interpret  the  original 
REA  Act  in  his  ruling? 

Senator  Aiken.  The  intent  of  Congress. 

'Senator  Talmadge.  Unfortunately,  I  am  not  too  familiar  with  the 
act.  Does  the  act  state  that  these  loans  shall  not  be  made  if  existing 
power  facilities  are  available  in  the  area? 

Senator  Aiken.  I  think  I  have  explained  that.  The  Comptroller 
General,  on  July  21,  decided  that  a  person  not  receiving  service  was 
receiving  service  if  he  was  in  an  area  served  by  another  power 
supplier. 

The  Department  of  Agriculture  in  reply  pointed  out  that  this 
“area”  idea  could  not  be  supported  by  the  language  of  the  act;  that  if 
a  person  was  not  receiving  power  he  was  not  receiving  power  even 
though  he  was  in  an  area,  we  will  say,  of  maybe  200  yards  or  maybe 
10  miles  of  an  existing  power  line.  It  would  be  almost  impossible  for 
the  Department  of  Agriculture  and  the  REA  to  administer  the  law 
under  the  decision  by  the  Comptroller  General,  and  the  Department 
of  Agriculture  took  vigorous  exception  and  frankly  told  him  that  they 
couldn’t  administer  the  law  that  way.  They  would  have  to  deter¬ 
mine  what  is  a  “reasonable  distance,”  what  is  an  “area,”  what  is  “being 
on  a  line”  means,  and  what  does  “alongside”  mean.  They  point  out 
that  they  would  simply  become  a  glorified  public  service  commission 
for  rural  areas  and  would  have  to  decide  each  case  by  itself.  This 
would  simply  hamper,  if  not  destroy,  the  principal  purpose  of  the 
REA. 

Senator  Holland.  Would  you  excuse  me  a  minute? 

Senator  Talmadge.  Yes. 

Senator  Holland.  Do  you  have  copies  of  the  two  rulings  by  the 
Comptroller  General?  Unless  there  is  objection,  I  suggest  they  be 
inserted  at  this  time,  because  what  you  are  doing  is  relating  your  testi¬ 
mony  to  those  two  letters,  as  I  understand  it. 

(The  opinions  by  Comptroller  General  referred  to  and  replies 
by  the  Department  of  Agriculture  are  as  follows :) 

Comptroller  General  of  the  United  States, 

Washington,  July  21,  1958. 

The  Honorable  the  Secretary  of  Agriculture. 

Dear  Mr.  Secretary  :  Reference  is  made  to  our  letters  of  October  28,  1957,  and 
April  14,  1958  (B-134138),  to  you,  concerning  a  loan  of  $11,173,000  made  by  the 
Rural  Electrification  Administraiton  (REA)  to  the  Central  Iowa  Power  Co¬ 
operative  (CIPCO),  part  of  the  proceeds  ($120,000)  of  which  was  to  be  used  to 
enable  CIPCO  to  furnish  power  to  a  member  cooperative  for  resale  by  the  mem¬ 
ber  to  Lehigh  Sewer  Pipe  &  Tile  Co.  (Lehigh),  Lehigh,  Iowa. 

The  record  before  us  discloses  that  the  loan  in  question  was  approved  by  the 
Acting  Administrator,  Rural  Electrification  Administration,  on  September  9 
1955,  for  the  purpose  of  financing  the  construction  by  CIPCO  of  certain  electric 
generation  and  transmission  facilities  including  one  44,000-kilowatt  generating 
unit,  128  miles  of  115-kilovolt  transmission  line,  176.5  miles  of  34.5-kilovolt  trans- 
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mission  line,  and  related  substation  and  switching  facilities,  for  the  purpose 
of  furnishing  electric  energy  to  CIPCO’s  eight  REA-financed  member  coopera¬ 
tives.  Included  in  the  176.5  miles  of  34.5-kilovolt  transmission  line  were  20 
miles  designated  the  “Lehigh  tap,”  the  purpose  of  which  was  to  enable  CIPCO 
to  furnish  one  of  its  member  cooperatives,  Greene  County  Rural  Electrification 
Cooperative  (Greene  County),  a  supply  of  power  for  a  large  power  load  in  the 
vicinity  of  Lehigh,  Iowa.  The  large  power  load  needed  in  the  vicinity  of  Lehigh 
apparently  was  for  a  new  building  or  plant  that  Lehigh  proposed  to  construct 
near  an  existing  plant  it  owned.  The  cost  of  this  20  miles  of  line  was  estimated 
at  $120,000. 

Your  Department,  by  letter  dated  December  3,  1957,  advised  us  that  the  loan 
was  made  pursuant  to  the  Rural  Electrification  Act  of  1936,  as  amended  (7 
U.S.C.  901-924),  and  in  accordance  with  the  administrative  findings  required 
by  section  4  of  that  act  (7  U.S.C.  904).  This  latter  code  section  provides,  in 
pertinent  part,  as  follows : 

“The  Administrator  is  authorized  and  empowered  *  *  *  to  make  loans  for 
rural  electrification  *  *  *  for  the  purpose  of  financing  the  construction  and 
operation  of  generating  plants,  electric  transmission  and  distribution  lines  or 
systems  for  the  furnishing  of  electric  energy  to  persons  in  rural  areas  who  are 
not  receiving  central  station  service  *  *  [Emphasis  added.] 

Section  2  of  the  same  act  (7  U.S.C.  902)  also  contains  an  unserved  person  or 
central  station  service  limitation. 

The  record  discloses  that  a  plant  of  Lehigh  located  on  a  tract  of  ground  out¬ 
side  the  town  of  Lehigh,  Iowa,  was  being  furnished  25-cycle  electric  service  by 
the  Fort  Dodge,  Des  Moines  &  Southern  Railway  Co.  (the  predecessor 
of  the  Iowa-Illinois  Gas  &  Electric  Co.)  at  the  time  the  loan  to  CIPCO  was  made. 
Prior  to  the  making  of  the  above-referred-to  loan,  Lehigh  decided  to  build  an¬ 
other  building  or  plant  on  the  same  tract  of  ground  approximately  160  feet 
away  from  its  existing  plant  and  operate  both  plants  or  buildings,  apparently 
as  separate  entities.  Lehigh  contemplated  using  machinery  in  the  new  plant 
which  would  require  60-cycle  electric  service.  It  appears  that  by  letter  dated 
May  19,  1955,  the  railway  company  offered  to  supply  60-cycle  electric  service  to 
Lehigh.  Further,  it  appears  from  the  record  that  the  railway  company  again, 
orally,  on  September  28,  1955,  offered  to  furnish  Lehigh  60-cycle  service  for  its 
proposed  new  plant  and  confirmed  such  offer  in  writing  by  letter  dated  October  4, 
1955.  Lehigh,  however,  apparently  did  not  desire  to  accept  such  service  from 
the  railway  company  on  the  ground  that  the  rate  quoted  by  the  company  would 
prevent  Lehigh  from  producing  its  products  at  a  competitive  price.  Lehigh, 
therefore,  entered  into  negotiations  with  Greene  County  for  60-cycle  service  and 
subsequent  to  the  date  of  the  above-referred-to  loan  entered  into  a  contract  with 
Greene  County  for  such  service. 

Greene  County  in  October  1955,  in  accordance  with  its  REA  loan  agreements, 
submitted  for  REA  approval  a  contract  for  electric  service  between  it  and 
Lehigh.  Also,  CIPCO  submitted  plans  and  specifications  providing  for  construc¬ 
tion  of  the  Lehigh  tap  to  serve  Greene’s  new  substation.  It  appears  that  the 
proposed  electric  service  to  Lehigh  was  the  principal  justification  for  the 
transmission  line  tap  and  new  substation.  As  indicated  above,  the  funds 
($120,000)  for  construction  of  this  line  were  included  in  the  $11,173,000  loan 
made  by  REA  to  CIPCO  on  September  9,  1955.  It  appears  from  the  record  that 
the  power  contract  was  returned  to  Greene  without  approval  in  November  1955., 
and  that  REA  approval  to  construct  the  transmission  line  and  substitution  was 
also  withheld.  Apparently,  REA  withheld  approval  of  the  power  contract  and 
construction  of  the  Lehigh  tap  on  the  ground  that  Lehigh  was  already  receiv¬ 
ing  “central  station  service”  from  the  railway  company,  since,  as  indicated  above, 
the  record  discloses  that  Lehigh  at  its  existing  plant  was  receiving  25-cycle 
service  from  that  company. 

In  April  1956,  Greene  County  and  CIPCO  again  requested  approval  of  a  con¬ 
tract  for  electric  service  between  Greene  County  and  Lehigh,  and  apparently 
REA  approval  to  use  $120,000  of  the  loan  funds  to  construct  the  Lehigh  tap.  It 
further  appears  from  the  record  that  the  Greene  County-Lehigh  power  contract 
was  approved  in  June  of  1956,  together  with  the  approval  of  the  proposed  con¬ 
struction  of  the  Lehigh  tap.  The  basis  for  this  approval  is  explained  by  your 
Department  in  a  letter  to  us  dated  May  5,  1958,  signed  by  Mr.  K.  L.  Scott, 
Director,  Agricultural  Credit  Service,  as  follows: 

“The  findings  and  determinations  made  by  REA  with  respect  to  the  use  of 
loan  funds  in  this  case  are  summarized  in  an  affidavit,  copy  of  which  is  en¬ 
closed,  filed  in  the  U.S.  District  Court  for  the  District  of  Columbia  by  Fred 
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Strong,  Deputy  Administrator,  REA.  Mr.  Strong’s  affidavit  states  in  part  that 
‘an  administrative  determination  was  made,  pursuant  to  title  7,  United  States 
Code,  section  904,  that  Lehigh,  at  its  new  plant,  was  not  receiving  central  station 
electric  service.*  It  thus  appears  that  RFjA.  did  not  huso  its  determination  on  the 
nonavailability  of  power  from  another  supplier,  but  as  reflected  in  Mr.  Strong's 
affidavit,  on  the  fact  that  the  new  plant  was  a  person  not  receiving  central  station 
electric  service.”  [Emphasis  added.] 

It  appears  from  the  Department’s  letter  to  us  dated  December  3,  1957,  that 
the  determination  that  Lehigh’s  so-called  new  plant  was  a  person  not  receiving 
central  station  service  was  based  on  certain  facts  presented  by  Greene  County 
and  CIPCO  to  the  effect  that  the  “proposed  contract  contemplated  service  not 
to  the  existing  Lehigh  plant  nor  to  an  extension  of  or  addition  to  the  existing 
plant,  but  to  a  completely  new,  separate,  and  independent  plan.”  Moreover,  your 
Department  contends,  in  effect,  that  even  if  Lehigh  is  considered  a  single  per¬ 
son  with  respect  to  its  old  and  new  plant,  at  the  time  the  loan  was  made,  Sep¬ 
tember  9,  1955,  an  administrative  finding  on  the  assumed  facts,  that  Lehigh  was 
not  receiving  adequate  central  station  service  from  the  railway  wou’d  have  been 
administratively  justifiable  and  legally  supportable.  See  your  Department’s 
above  referred-to  letter  of  May  5,  1958. 

It  is  clear  from  the  above  quoted  provisions  of  section  4  of  the  Rural  Elec¬ 
trification  Act  of  1936,  as  amended  (7  U.S.C.  904),  and  also  from  section  2,  that 
the  Administrator  has  no  authority  to  make  a  loan  for  the  purpose  of  furnishing 
electric  service  to  persons  in  rural  areas  who  are  receiving  central  station 
service.  The  question  as  to  whether  the  basic  purpose  of  a  proposed  loan  in  a 
particular  case  is  to  provide  electric  service  to  unserved  persons  in  rural  areas  is 
a  matter  primarily  for  determination  administratively  after  a  thorough  consid¬ 
eration  of  the  pertinent  facts  and  circumstances  in  the  case  in  the  light  of  rhe 
purpose  and  intent  of  the  Congress  in  including  the  central  station  service  limi¬ 
tation  in  section  2  and  4.  However,  the  Rural  Electrification  Act  does  not  appear 
to  make  this  determination  final  and  conclusive. 

It  may  be  that  literally  accepted  the  terminology  of  section  4  (and  sec.  2)  is 
sufficiently  broad  to  authorize  a  loan  for  the  purpose  of  furnishing  central  sta¬ 
tion  electric  service  to  a  person  not  receiving  such  service,  even  though  the 
service  is  available  to  such  person  and  that  the  effect  of  the  loan  will  be  to 
create  competition  with  an  existing  private  utility.  However,  in  construing  or 
considering  the  application  of  a  statute  it  is  permissible  to  look  at  its  evident 
spirit  and  purpose  as  well  as  the  strict  letter  of  the  law  and  the  strict  letter  must 
yield  to  its  evident  spirit  when  this  is  necessary  to  give  effect  to  the  intent  of 
the  Congress. 

The  legislative  history  of  the  central  station  service  limitation  indicates  that 
the  limitation  was  included  because  of  a  legislative  intent  to  exclude  loans  for 
the  purpose  of  paralleling  existing  systems  and  thus  creating  competition  for 
the  established  utilities.  That  this  is  the  purpose  of  the  limitation  was  ac¬ 
knowledged  by  a  former  Solicitor  of  your  Department  in  opinion  No.  4506  dated 
November  24,  1942,  appearing  at  page  498,  Rural  Electrification  Planning, 
Hearing  Before  a  Subcommittee  of  the  Committee  on  Interstate  and  Foreign 
Commerce,  House  of  Representatives,  79th  Congress,  1st  session  on  H  R.  1742. 
The  Solicitor  said  in  his  opinion  that — quoting  from  the  opinion  as  it  appears  in 
the  hearing : 

“A  study  of  the  debates  in  Congress  and  the  Committee  hearings  indicates 
that  this  provision  was  inserted  because  of  a  legislative  intent  to  exclude  loans 
for  the  purpose  of  paralleling  existing  systems  and  thus  creating  competition 
with  established  utilities.  *  *  * 

******* 

“*  *  *.  It  seems  clear  from  the  legislative  history  that  the  intent  of  the  limita¬ 
tion  was  to  prevent  loans  that  would  create  federally  financed  competition  with 
existing  utility  enterprises.  *  *  * 

“Where  the  effect  of  a  proposed  loan,  regardless  of  its  essential  purpose,  would 
be  to  substitute  a  competitive  REA-financed  service  to  persons  already  served, 
the  loan  may  not  be  made.  For  example,  it  is  my  opinion  that  a  competing  line 
could  not  be  financed  even  though  it  were  only  a  small  part  of  a  system  designed 
to  reach  unserved  persons  and  even  though  the  project  could  not  properly  be 
developed  without  such  competing  line.  *  *  * 

******* 

“In  the  above  analysis  I  have  endeavored  to  delimit  and  point  the  issue 
by  reference  to  situations  which  fall  clearly  within  the  implied  prohibition  of 
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the  clause  here  under  discussion:  (1)  The  financing  of  facilities  which  compete 
directly  with  existing  business,  regardless  of  the  fact  that  such  competing 
facilities  might  contribute  materially  to  the  construction  of  a  system  to  serve 
unserved  persons:  *  *  [Emphasis  supplied.] 

Also,  in  this  same  connection,  note  the  following  statements  made  on  the 
floor  of  the  House  and  Senate  during  debate  on  the  bill  which  became  the 
Rural  Electrification  Act  of  1936,  as  they  appear  in  the  Congressional  Record, 
volume  80: 

“Mr.  McNary.  I  have  my  own  idea  as  to  the  interpretation  and  definition  of 
the  expression  ‘electrification  of  rural  areas  not  receiving  central-station  electric 
light  and  power  service.’  What  interpretation  does  the  Senator  place  upon 
that  language?  Could  he  illustrate  it? 

“Mr.  Norris  (author  of  the  bill).  That  means,  as  I  understand,  and  as  I 
think  the  present  administration  is  now  doing,  that  there  will  not  be  set  up  an 
organization  and  money  loaned  to  it  for  the  purpose  of  electrifying  a  rural  area 
Which  is  now  supplied.  There  are  not,  of  course,  a  large  number  of  rural 
districts  already  supplied  with  electricity  from  central  power  stations.  *  *  * 
[Emphasis  added.] 

“Mi-.  McNary.  We  probably  are  together  generally,  but  under  the  language 
used,  it  seems  to  me,  where  a  plant  is  now  in  existence  which  is  adequately 
supplying  a  certain  area  with  electricity  none  of  the  money  provided  by  the  bill 
could  be  used  for  the  purpose.  [Emphasis  added.] 

“Mr.  Norris.  That  is  as  I  understand  it. 

******* 

“Mr.  McNary.  I  think  we  want  a  definite  meaning  fixed,  because  I  think  it  is 
an  important  proposition.  The  prohibition  would  relate  to  a  central  station 
furnishing  light  and  power  in  an  area  that  is  now  enjoying  adequate  service. 
Is  that  the  Senator’s  interpretation? 

“Mr.  Norris.  Yes  (80  Congressional  Record  2751,  pt.  3). 

******* 

“Mr.  Norris.  The  Senator  says  ‘come  in  competition.’  They  would  not  come 
in  competition  with  farms  already  supplied.  They  might  come  in  competition 
with  the  central  power  station. 

“Mr.  King.  That  is  not  my  question. 

“Mr.  Norris.  There  is  no  intention  of  going  into  a  farming  community  which 
is  already  supplied  with  electric  current  and  forming  farm  organizations  there 
and  having  them  built  up  to  go  into  competition,  as  the  Senator  suggests,  with 
farmers  who  are  already  getting  their  electric  current  from  a  central  station 
(80  Congressional  Record  2752,  pt.  3). 

******* 

“Mr.  King.  *  *  *  I  may  say  that  my  understanding  of  the  bill  was  that  its 
primary  and  only  purpose  teas  to  take  care  of  farmers  who  did  not  have 
electrical  facilities.  [Empasis  added.] 

******* 

“Mr.  Walsh.  That  infers,  of  course,  that  there  is  no  competition  with  any 
existing  private  or  municipal  plant. 

“Mr.  Norris.  Yes. 

******* 

“Mr.  Walsh.  That  is  what  I  understand  to  be  the  main  purpose  of  the  bill ; 
that  in  rural  sections  where  private  enterprise  has  not  undertaken  to  furnish 
light  or  where  a  municipality  has  not  done  so,  there  will  be  opportunities  given 
for  groups  of  individuals,  or,  as  the  Senator  says,  in  some  cases  a  town  or 
municipality  itself,  to  set  up  in  such  rural  sections  units  for  lighting  purposes 
(80  Congressional  Record  3305,  3306,  pt.  3). 

******* 

“Mr.  Rayburn.  May  I  say  to  the  gentleman  that  we  are  not,  in  this  bill,  in¬ 
tending  to  go  out  and  compete  with  anybody.  By  this  bill  we  hope  to  bring 
electrification  to  people  w-lio  do  not  now  have  it.  This  bill  was  not  written  on  the 
theory  that  we  were  going  to  punish  somebody  or  parallel  their  lines  or  enter 
into  competition  with  them.  It  was  our  thought  that  in  the  States  where 
electricity  is  now  generated  and  distributed  the  laws  of  that  State  would  control 
the  rates.  May  I  say  further  that  the  Rural  Electrification  Administration  will 
have  nothing  whatever  to  do  with  the  rates  that  may  be  fixed  in  these  communi¬ 
ties ,  for  the  simple  reason  that  matter  will  be  controlled  by  State  law."  [Em¬ 
phasis  added.]  (90  Congressional  Record  5283,  pt.  5) . 
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While  the  above  statements  (except  for  Mr.  Rayburn’s)  may  have  been  made 
in  connection  with  the  central  station  service  limitation  in  section  2  of  the  act, 
the  same  limitation  appears  in  section  4.  Thus,  the  quoted  statements  would 
appear  equally  applicable  to  explain  the  intent  of  the  limitation  as  used  in  both 
sections.  Also,  while  the  language  of  section  2,  as  enacted  into  law,  is  somewhat 
different  from  the  language  of  the  section  at  the  time  the  above  statements 
(except  for  Mr.  Rayburn’s  remarks)  wTere  made,  the  statements  would  still  appear 
to  be  for  application. 

It  is  clear  from  the  above-quoted  statements  that  the  purpose  of  the  central 
station  service  limitation  was  to  exclude  loans  for  the  paralleling  of  existing 
systems  or  creating  competition  with  existing  facilities  by  prohibiting  the  use  of 
loan  funds  for  construction  of  transmission  lines  and  substations  to  furnish 
power  to  an  area  already  served  by  private  power  companies  when  such  com¬ 
panies  are  willing  to  provide  adequate  central  station  service  to  persons  within 
the  area  who  are  not  tied  to  the  powerline. 

As  indicated  above  Lehigh  was  receiving  central  station  service  at  its  existing 
plant  and  apparently  desired  a  modification  or  adjustment  of  that  service  for  its 
proposed  new  building  or  plant.  The  power  supplier  furnishing  the  central 
station  service  to  the  existing  plant  offered  to  furnish  adequate  central  station  to 
Lehigh’s  proposed  new  plant  located  approximately  160  feet  from  its  existing 
plant.  It  appears  that  this  offer  was  first  made  prior  to  the  date  (Sept.  9, 
1955).  REA  approved  the  $11,173,000  loan  to  CIPCO  and,  of  course,  prior  to  the 
date  REA  determined  Lehigh  at  its  new  plant  was  a  person  not  receiving  central 
station  service.  In  view  of  these  facts  the  approval  of  the  use  of  $120,000  of 
the  loan  in  question  for  construction  of  the  Lehigh  tap  had  the  effect  of  making 
a  loan  of  $120,000  for  the  purpose  of  paralleling  an  existing  power  system  and 
creating  competition  with  an  existing  facility.  As  indicated  above  the  only 
reason  Lehigh  refused  to  accept  electric  service  from  the  Railway  Co.  was 
because  Lehigh  felt  that  the  rate  quoted  by  the  company  would  prevent  it 
(Lehigh)  from  producing  its  products  at  competitive  prices.  However,  your 
Department  advised  us  in  the  letter  of  May  5,  1958,  “The  rate  at  which  service 
is  offered  is,  of  course,  not  a  determining  factor.” 

Since  it  is  clear  from  the  legislative  history  of  the  central  station  service 
limitation  that  the  purpose  of  the  limitation  was  to  exclude  loans  which  would 
have  the  effect  referred  to  above  it  is  our  view  that  the  Rural  Electrification 
Administration  disregarded  the  evident  spirit  and  purpose  of  the  Rural  Electri¬ 
fication  Act  when  it  authorized  the  use  of  $120,000  of  the  loan  funds  for 
construction  of  the  Lehigh  tap. 

However,  aside  from  the  legislative  history  of  the  central  station  service 
limitation  we  are  of  the  view  that  where  a  new  building  or  plant  (of  an  industrial 
company)  is  located  approximately  160  feet  from  an  old  building  or  plant  of  the 
same  company  on  the  same  tract  of  ground  and  the  old  plant  is  receiving  central 
station  service  from  a  power  supplier  who  has  offered  to  furnish  adequate  central 
station  service  to  the  new  plant,  there  appears  little  basis  for  considering  the  new 
plant  a  person  not  receiving  central  station  service  so  as  to  authorize  the  making 
of  a  loan,  or  the  use  of  loan  funds,  under  section  4  of  the  Rural  Electrification 
Act  for  the  purpose  of  constructing  facilities  to  furnish  electric  service  to  the 
new  plant. 

In  view  of  the  foregoing  there  appears  ample  justification  for  holding  that 
the  portion  of  the  loan  made  for  the  construction  of  the  Lehigh  tap  was  not 
authorized  and  steps  should  be  taken  by  your  Department  to  reduce  the  $11,- 
173,000  loan  by  the  amount  advanced  to  construct  the  Lehigh  tap  and  to  recover 
immediately  from  CIPCO  that  amount,  i.e.,  the  amount  advanced  to  construct 
the  Lehigh  tap.  In  the  event  such  action  will  not  be  undertaken  and  you  so 
advise,  we  will  be  required  to  report  the  matter  to  the  Congress. 

Sincerely  yours, 


Joseph  Campbell, 

Comptroller  General  of  the  United  States. 


Comptroller  General  of  the  United  States, 

^  „  Washington,  August  5,  1958. 

The  Honorable  the  Secretary  of  Agriculture. 

Dear  Mr.  Secretary:  Reference  is  made  to  our  letter  of  July  21,  1958  (B~ 
134138),  to  you,  concerning  a  loan  made  by  the  Rural  Electrification  Administra¬ 
tion  to  the  Central  Iowa  Power  Cooperative,  part  of  the  proceeds  of  which  was 
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used  to  construct  facilities  to  furnish  power  to  the  Lehigh  Sewer  Pipe  &  Tile  Co., 
Lehigh,  Iowa. 

At  a  conference  held  on  July  30,  1958,  between  representatives  of  our  Office  and 
representatives  of  the  National  Rural  Electric  Cooperative  Association  and  the 
cooperatives  involved  (Central  Iowa  Power  Cooperative  and  Greene  County  Rural 
Electrification  Cooperative),  it  was  agreed  that  we  would  consider  additional 
information  and  arguments  which  the  association  and  the  two  cooperatives  indi¬ 
cated  they  wish  to  present  in  connection  with  the  matter,  but  it  was  indicated 
that  it  would  be  necessary  for  us  to  obtain  your  comments  thereon. 

In  view  of  the  foregoing  it  appears  that  the  matter  should  be  held  in  abey¬ 
ance  pending  receipt  of  the  information,  your  comments  thereon,  and  completion 
of  our  review. 

Sincerely  yours, 


Joseph  Campbell, 
Comptroller  General. 


U.S.  Department  of  Agriculture, 

Office  of  the  Secretary, 

August  7,  1958. 

Hon.  Joseph  Campbell, 

Comptroller  General  of  the  United  States. 

Dear  Mr.  Campbell:  We  have  your  decision  of  July  21,  1958,  No.  B-134138, 
concerning  a  portion  ($120,000)  of  a  loan  of  $11,173,000  made  by  the  Rural  Elec¬ 
trification  Administration  (REA)  to  Central  Iowa  Power  Cooperative  (CIPCO), 
which  portion  has  been  used  by  CIPCO  to  furnish  power  to  a  member  cooperative 
for  resale  by  the  member  in  part  to  Lehigh  Sewer  Pipe  &  Tile  Co.  (Lehigh), 
Lehigh,  Iowa. 

We  urge  prompt  reconsideration  of  the  decision  in  the  light  of  the  following 
circumstances  and  for  the  following  reasons : 

(1)  The  recital  of  facts  in  the  decision  omits  significant  items,  resulting  in  dis¬ 
tortion  of  the  basis  on  which  the  use  of  loan  funds  was  approved. 

(2)  The  decision  would  add  a  new  limitation  on  REA’s  lending  authority, 
which  would  forbid  loans  for  extension  of  service  to  persons  who  are  actually 
without  central  station  service  if  they  are  located  in  an  “area”  claimed  to  be 
served  by  a  power  supplier  which  states  it  is  “willing”  to  serve  such  unserved 
persons.  This  view  of  REA’s  lending  authority  is  patently  inconsistent  with 
clearly  demonstrated  congressional  intent  in  the  enactment  of  the  Rural  Elec¬ 
trification  Act. 

(3)  The  legislative  history  cited  in  the  decision  consists  of  mere  fragments 
of  the  relevant  legislative  history,  is  quoted  out  of  context,  and  conveys  an  er¬ 
roneous  impression  of  the  clear  import  of  the  entire  legislative  history. 

(4)  The  decision  is  at  variance  with  congressional  understanding  of  the 
scope  of  REA’s  lending  powers,  represented  by  congressional  knowledge  of  and 
acquiescence  in  REA’s  administrative  interpretations  over  the  entire  history  of 
the  rural  electrification  program. 

(5)  The  decision  is  at  variance  with  the  uniform  administrative  practice  of 
the  Rural  Electrification  Administration  over  the  past  22  years. 

(6)  The  interpretation  is  in  direct  conflict  with  legal  interpretations  of  the 
Rural  Electrification  Act  made  by  the  Solicitor  and  General  Counsel  of  the  De¬ 
partment  of  Agriculture  over  the  past  22  years  and  embodied  in  formal  opin¬ 
ions. 

(7)  The  decision  is  at  variance  with  the  position  adopted  by  the  court  wffiich 
has  considered  this  question  and  by  the  Department  of  Justice  in  litigation 
involving  challenges  to  REA’s  lending  powers. 

(8)  The  proposed  limitation  on  REA’s  lending  power,  if  adopted  initially, 
would  have  made  the  rural  electrification  program  under  the  Rural  Electrifica¬ 
tion  Act  impracticable ;  would  have  made  impossible  the  generally  acknowledged 
immense  contributions  to  agriculture  and  the  national  economy  generally  cred¬ 
ited  to  the  rural  electrification  program  over  the  past  22  years ;  and,  if  im¬ 
posed  on  the  program  at  this  time,  would  handicap  its  future  development  to 
the  prejudice  of  agriculture  and  the  national  economy. 

(9)  The  conclusion  that  there  is  “little  basis”  for  the  REA  determination  that 
Lehigh  was  a  “person  not  receiving  central  station  service”  is  contrary  to  the 
clear  weight  of  the  evidence. 

(10)  The  decision  would  override  what  in  other  Comptroller  General’s  deci¬ 
sions  and  at  other  points  in  this  decision  is  conceded  to  be  the  primary  adminis- 
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trative  responsibility  of  the  Administrator  of  REA.  In  the  consideration  of  the 
highly  technical  questions  involved  in  the  phrase  “persons  *  *  *  not  receiving 
central  station  service,”  dependent  for  their  solution  upon  expert  knowledge, 
background,  and  experience,  the  decision  gives  little  weight  and  respect  to  the 
exercise  of  the  primary  administrative  responsibility  of  the  REA  Administra¬ 
tor  which  was  based  upon  such  expert  technical  knowledge,  background,  and 
experience. 

(11)  Since  the  inception  of  the  electric  program  under  the  Rural  Electrifica¬ 
tion  Act,  hundreds  of  REA  loans,  involving  many  millions  of  dollars,  have  been 
made  to  finance  service  to  persons  in  rural  areas  who  were  actually  without 
central-station  service  but  who  were  in  service  areas  of  other  suppliers  and  could 
be  served  by  them  at  their  proposed  terms  and  conditions.  If  the  decision  is  to 
remain  in  effect,  responsible  administration  would  require  a  survey  and  determi¬ 
nation  of  those  cases  and  initiation  of  steps  to  collect  from  borrowers  millions  of 
dollars  which,  under  the  terms  of  contracts  entered  into  in  good  faith,  are  not  yet 
due.  The  resulting  chaotic  and  drastically  prejudicial  effects  on  the  rural 
electrification  program  as  a  whole,  on  the  currently  presumed  financial  soundness 
of  hundreds  of  REA  borrowers,  and  on  the  stability  of  rate  structures  affecting 
hundreds  of  thousands  of  farm  consumers,  would  be  incalculable. 

We  turn  now  to  a  detailed  consideration  of  the  foregoing  matters. 

FACTUAL  BACKGROUND 

A  true  picture  of  the  situation  involved  in  this  case  necessitates  the  considera¬ 
tion  of  a  number  of  facts  and  circumstances  not  mentioned  or  not  fully  stated 
in  the  decision. 

At  the  outset,  the  decision  leaves  the  impression  that  the  facilities  of  the  mem¬ 
ber  cooperative  (Greene  County)  were  remote  from  the  proposed  new  plant  of 
Lehigh  and  that  the  only  electric  facilities  in  the  vicinity  were  those  of  Fort 
Dodge,  Des  Moines  &  Southern  Railway  Co.  (Railway  Co.).  The  facts  are  not 
only  that  the  Greene  County  facilities  were  in  the  immedate  vicinity  of  the 
proposed  new  Lehigh  plant,  but  also  that  Greene  County  was  actually  serving  a 
structure  on  this  very  tract  of  Lehigh. 

The  decision  further  indicates  that  Greene  County  made  a  move  to  serve  the 
new  Lehigh  plant  only  after  Railway  Co.  had  considered  serving  it.  The  fact 
is  that  Greene  County  had  been  approached  and  thereupon  undertaken  negotia¬ 
tions  with  Lehigh  during  the  same  period  Railway  Co.  indicated  its  desire  or 
ability  to  serve  the  proposed  new  plant. 

The  decision  refers  in  vague  fashion  to  “paralleling”  and  “competition  wtih 
existing  facilities”,  creating  the  impression  that  the  facilities  which  the  REA 
loans  were  financing  would  somehow  supplant  or  perform  the  function  thereto¬ 
fore  being  performed  by,  or  would  reduce  the  value  of,  existing  facilities  of 
Railway  Co.  The  fact  is  that  altogether  new  and  very  substantial  electric 
facilities  had  to  be  constructed  by  whoever  would  undertake  to  supply  the 
electric  requirements  of  the  large  modern  plant  Lehigh  was  proposing  to  con¬ 
struct.  A  misleading  impression  is  thus  also  given  by  the  reference  merely  to 
“a  modification  or  adjustment”  of  the  existing  Railway  Co.  service  as  being  all 
that  was  involved  in  supplying  the  new  plant’s  electric  needs. 

The  decision  also  omits  significant  facts  concerning  the  background,  nature 
and  status  of  the  electric  service  being  furnished  by  Railway  Co.  This  company 
initially  undertook  electric  service  to  third  parties  merely  as  a  minor  incident  of 
its  electric-railway  operations;  upon  converting  its  railway  operations  from 
electric  to  diesel  in  1955,  it  sought  to  dispose  of  its  incidental  electric  properties 
and  leave  the  power-supply  business.  Accordingly,  for  some  time  it  had  made 
no  effort  to  keep  its  electric  facilities  in  modern  condition,  and  the  faulty  and 
inadequate  character  of  its  service  had  for  some  time  been  the  subject  of 
widespread  complaint  among  its  consumers.  In  1956,  Railway  Co.  even  offered 
to  sell  all  its  electric  facilities  to  CIPCO  and  Greene  Vounty.  ’  It  is  against  this 
background,  and  against  the  background  of  the  obsolete  character  of  the  Rail¬ 
way  Co.  service  to  the  old  Lehigh  plant,  that  the  negotiations  between  Greene 
County  and  Lehigh  with  respect  to  the  new  plant  must  be  viewed.  The  25-cycle 
service  being  rendered  by  Railway  Co.  to  the  old  Lehigh  plant  was  of  a  character 
which  would  have  precluded  Lehigh,  as  stated  by  its  officers,  from  undertaking 
the  construction  of  a  truly  modern,  economical  and  efficient  new  pipe  and  tile 
manufacturing  plant. 
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The  circumstances  surrounding:  the  decision  of  Lehigh  company  to  build  its 
new  plant  negate  any  inference  that  the  new  plant  had  any  connection  what¬ 
soever  with  the  old  plant  served  by  Railway  Co.  As  stated  in  the  affidavit  of 
Lehigh’s  vice  president,  the  selection  of  this  particular  site  for  its  new  plant 
followed  a  series  of  surveys  for  sitgs  in  other  States,  and  was  based  in  major 
part  upon  its  negotiations  with  Greene  County.  The  affidavit  clearly  indicates 
that  in  the  absence  of  Lehigh’s  contract  with  Greene  County,  Lehigh  -would  not 
have  determined  upon  this  particular  site  for  the  construction  of  its  new  plant. 

Any  attempt  to  identify  the  new  plant  and  the  old  plant  as  parts  of  the  same 
electric  load  is  further  negated  by  the  following  figures.  The  capital  invest¬ 
ment  of  Lehigh  in  its  old  plant  was  $259,790;  its  proposed  capital  investment 
in  the  new  plant  was  $1,379,819.  The  peak  kilowatt  demand  and  kilowatt-hour 
consumption  per  year  of  the  old  LelTgh  plant  were  approximately  240  kilowatts 
and  approximately  400,000  kilowatt-hours,  respectively ;  the  corresponding  esti¬ 
mated  figures  for  the  new  plant  were  1,000  kilowatts  and  1,800,000  kilowatt-hours, 
respectively.  The  dollar  investment  in  new  equipment  that  was  required  by 
either  supplier  to  serve  the  new  plant  was  approximately  $100,000. 

There  is,  further,  abundant  evidence  that  CIPCO  would  have  built  the  so- 
called  Lehigh  tap  even  without  the  Greene  County-Lehigh  contract,  because  the 
cooperative  had  to  undertake  to  supply  many  of  its  members  from  a  new  load 
center  which  was  to  be  connected  through  this  Lehigh  tap.  In  fact,  Greene  County 
is'  now  serving  through  this  line  307  of  its  members,  in  addition  to  the  new 
Lehigh  plant. 

LECxISLATIVE  intent  anii  history 

Having  regard  to  the  precise  words  used  in  the  Rural  Electrification  Act,  there 
can  be  no  question  that  the  lending  authority  of  the  Administrator  relates  to 
persous  in  rural  areas  who  are,  in  actual  fact,  not  receiving  central  station 
service.  There  would  appear  to  be  no  ambiguity  or  uncertainty  but  that  loans 
are  authorized  for  the  benefit  of  such  persons  regardless  of  whether  they  might 
be  located  in  areas  which  some  electric  supplier  other  than  the  borrower  claims 
is  already  generally  being  served  by  it,  or  whether  such  supplier  asserts  a 
willingness  to  serve  them.  The  decision  appears  to  concede  this  in  the  state¬ 
ment  that  “it  may  be  that  literally  accepted  the  terminology  of  section  4  (and 
sec.  2)  is  sufficiently  broad  to  authorize  a  loan  for  the  purpose  of  furnishing 
central-station  electric  service  to  a  person  not  receiving  such  service,  even 
though  the  service  is  available  to  such  person  and  that  the  effect  of  the  loan  will 
be  to  create  competition  with  an  existing  private  utility.”  However,  notwith¬ 
standing  the  clear  import  of  the  language  of  the  statute,  the  decision  appears 
to  rely  upon  certain  statements  in  the  legislative  history  in  reaching  the  opposite 
conclusion. 

It  is  our  view  that  the  relevant  history,  considered  as  a  whole,  requires  con¬ 
clusions  at  variance  with  those  in  the  decision. 

The  REA  bill,  as  originally  introduced  in  the  Senate,  authorized  the  making 
of  loans  for  the  furnishing  of  electric  energy  to  “rural  areas”  not  receiving 
central-station  service.  The  Senate  Committee  on  Agriculture  and  Forestry, 
headed  by  Senator  Norris,  the  sponsor  of  the  bill,  recommended  an  amendment 
of  section  4,  authorizing  “loans  to  furnish  electric  energy  to  persons  in  rural 
areas  tvho  are  not  receiving  central-station  service.” 

On  page  5  of  the  decision  there  is  a  quotation  from  a  statement  of  Senator 
McNary,  which  in  turn  contains  a  quotation  of  the  original  language  of  section 
2  of  the  bill  limiting  authorization  to  “rural  areas”  without  service  rather  than 
the  recommended  language  of  section  4  of  the  bill  (to  which  sec.  2  was  later 
conformed)  extending  authorization  to  “persons  in  rural  areas”  without  service. 
Thereafter,  in  the  quotations  from  the  debate,  it  is  indicated  in  the  decision  by 
asterisks  near  the  bottom  of  page  5  that  certain  material  has  been  omitted.  What 
is  omitted  changes  the  sense  of  the  debate  quoted  in  the  decision  and  indicates 
authorization  for  service  to  unserved  persons  in  areas  purportedly  served  by 
another  supplier.  This  omitted  portion  reads  as  follows  : 

“Mr.  McNary.  I  agree  with  that,  but  supposing  that  some  central  station  by 
the  construction  of  distribution  lines  and  transmission  lines'  could  supply  the 
energy  needed  in  a  given  area,  could  the  money  be  used  for  that  purpose? 

“Mr.  Norris.  If  I  understand  the  Senator’s  question  correctly,  it  is  supposing 
some  locality  be  now  supplied  from  a  central  station  might  it  be  possible  for  that 
central  station  to  extend  its  lines  further  and  would  the  governmental  agency  he 
prohibiting  -from  entering  that  territory*  If  that  is  the  question,  I  think  not.” 
[Empasis  added.] 
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Moreover,  other  colloquy  omitted  from  the  decision  shows  that  when  Senator 
Norris  says,  in  the  quotation  at  the  top  of  page  6  of  the  decision,  that  “they 
might  come  in  competition”  he  is  clearly  indicating  that  REA  borrowers  might, 
under  the  amended  version  of  the  bill,  properly  serve  persons  without  service 
whom  the  existing  power  supplier  might  he  able  or  willing  to  serve.  This  is 
made  unmistakably  clear  from  the  following  colloquy,  the  omission  of  which  is 
indicated  by  the  second  asterisk  on  page  6  of  the  decision : 

“Mr.  King.  If  an  organization  were  formed  beyond  the  10-mile  limit  to  which 
I  have  just  referred  and  within  which  limit  the  farmers  are  supplied  with  electric 
energy,  that  organization  would  not  be  permitted  to  come  back  into  the  10-mile 
area  to  furnish  light  to  farmers  already  receiving  it? 

“Mr.  Norris.  Not  to  those  already  receiving  it,  hut  it  might  come  into  the 
10-mile  area  and  supply  farmers  who  are  not  receiving  it.  That  is  a  distinction 
which  I  think  ought  to  he  drawn,"  [Emphasis  added.] 

The  significance  of  this  distinction  was  again  alluded  to  by  Senator  Norris 
later  in  the  debates,  on  the  same  day.  After  quoting  the  revised  section  4  as 
recommended  by  the  Senate  Committee,  he  remarked :  “I  think  that  provision 
answers  specifically  some  of  the  questions  which  were  propounded  earlier  in 
the  day  by  the  Senator  from  Utah  (Mr.  King).” 

It  should  be  noted  that  Congressman  Rayburn  similarly,  in  the  second  sentence 
of  his  statement  quoted  on  page  7  of  the  decision,  points  out  that  the  purpose  of 
the  legislation  was  “to  bring  electrification  to  people  who  do  not  now  have  it,” 
rather  than  to  areas  without  service. 

It  is  worth  emphasizing  again  the  paramound  fact  that  at  the  time  of  this 
debate  there  were  two  alternatives  before  the  Senate :  that  embodied  in  the 
original  bill  authorizing  loans  for  the  benefit  of  “rural  areas  not  receiving  cen¬ 
tral  station  service,”  and  the  other  embodied  in  Senator  Norris’  committee’s 
report  authorizing  loans  to  “persons  in  rural  areas  who  are  not  receiving  central 
station  service.”  The  latter  alternative  was  adopted  by  Congress,  the  former  was 
not. 

In  the  sentence  at  the  end  of  the  first  full  paragraph  on  page  7  of  the  decision 
reference  is  made  to  a  change  in  the  language  of  section  2  as  enacted  into  law, 
but  the  decision  concludes  that  the  change  is  of  no  significance.  Apparently,  it 
was  not  realized  that  this  change  reflected  the  vital  difference  between  making 
unserved  rural  areas  and,  as  finally  enacted,  making  unserved  persons  in  rural 
areas,  the  test  of  REA’s  lending  authority. 

Perhaps  the  most  significant  item  of  legislative  history  overlooked  in  the 
decision  is  the  following.  After  Senator  Norris,  in  response  to  Senator  King’s 
question,  made  clear  the  distinction  between  farmers  already  receiving  service  in 
a  given  area  and  farmers  who  were  not  receiving  service  in  the  same  area,  Senator 
King  proposed  a  substitute  bill,  one  provision  of  which  would  have  limited  the 
eligibility  of  unserved  persons  in  rural  areas  as  REA  loan  beneficiaries  by  the 
addition  of  the  following  language:  “and  for  whom  such  service  may  not  be 
furnished  or  made  available  by  competing  private  enterprise.”  This  proposed 
amendment  of  Senator  King,  which  would  have  incorporated  substantially  the 
same  limitation  set  forth  in  the  decision,  was  definitely  rejected  by  the  Senate 
without  debate  (80  Congressional  Record  3229,  80  Congressional  Record  3317). 

Neither  the  words  of  the  Rural  Electrification  Act,  as  adopted,  nor  its  legisla¬ 
tive  history,  thus  affords  any  sound  basis  for  the  additional  restrictions  which 
would  be  imposed  on  REA’s  lending  powers  by  the  decision. 

Affirmatively,  the  debates  generally  establish  that  a  primary  purpose  of 
the  Rural  Electrification  Act  was  to  facilitate  the  extension  of  electric  service 
to  the  90  percent  of  American  farms  without  such  service.  Many  of  these  farms 
were  located  in  areas  for  which  existing  power  suppliers  held  certificates  of 
convenience  and  necessity.  It  is,  therefore,  clear  that  a  very  large  proportion  of 
unseryed  farms  had  electric  service  “availahle”  to  them  from  the  power  com¬ 
pany  in  their  “areas,”  upon  their  complying  with  the  company’s  terms  and  con¬ 
ditions  for  extending  service.  However,  these  terms  and  conditions  frequently 
included  a  substantial  cash  contribution  beyond  the  means  of  the  average 
farmer.  The  debates  make  abundantly  clear  that  REA  financing  for  the  benefit 
of  these  unserved  farmers  was  a  primary  objective  of  the  act. 

congressional  knowledge  and  acquiescence 

Because  of  the  nature  of  its  program,  involving  the  continuous  outlay  of' 
Federal  funds,  REA  has  continuously  kept  Congress  fully  advised  of  its  activities 
and  has  received  annual  appropriations  to  carry  them  out.  Moreover  power  com- 


RURAL  ELECTRIFICATION  LOANS 


17 


pany  complaints  have  repeatedly  been  made  known  to  Congress  and  to  individual 
Congressmen  and  Senators.  To  our  knowledge,  there  has  not  been  any  ex¬ 
pression  of  congressional  intent  that  the  REA  practice  in  making  loans  for  un¬ 
served  persons  in  “areas”  claimed  by  other  power  companies  was  in  any  way 
improper  or  unauthorized  under  the  Rural  Electrification  Act.  In  this  connection, 
it  is  interesting  to  note  that  Iowa-Illinois  Gas  &  Electric  Co.  (which  initially 
called  this  matter  to  the  attention  of  your  Office  in  its  letters  dated  October  10, 
1957,  March  3,  1958,  and  March  26,  1958)  has  also,  following  the  common  practice 
in  such  cases,  complained  to  Senators  and  Congressmen,  apparently  without 
effect  in  Congress. 

Illustrative  of  congressional  understanding  of  the  distinction  between  the 
“unserved  area”  and  “unserved  person”  criteria  are  the  following  colloquies 
which  took  place  before  congressional  committees  : 

“Senator  Cordon.  I  am  sorry  to  have  to  come  back  to  law  again.  In  section 
2  of  the  1936  act  the  authority  to  make  loans  is  limited  to  persons  in  rural  areas 
who  are  not  receiving  central-service-station  service.  In  view  of  that  provision 
in  the  law  how  can  you  make  a  loan  for  a  co-op  or  other  organization  to  put  in 
its  own  REA  line  if  those  lines  became  competitive  to  lines  already  existing?  I 
am  simply  asking  you  for  the  legal  power  as  you  view  you  have  it. 

“Mr.  Nicholson.  With  regard  to  persons  already  served,  the  law  is  very  explicit 
and  it  has  been  followed  from  the  beginning.  So  far  as  I  know,  we  have  never 
lent  a  dime  to  bring  service  to  any  person  who  already  has  service. 

“With  respect  to  persons  not  now  served,  the  decision  lies  with  them ;  they 
have  the  choice  in  this  country  to  do  business  where  they  please  and  they  can 
buy  their  electric  energy  where  they  please.  All  we  want  to  do  is  to  make  sure 
that  when  they  want  cooperative  service  we  have  the  facilities  and  money  to  make 
such  service  available. 

“Senator  Cordon.  I  am  in  agreement  with  the  statement  the  Secretary  just 
made  that  there  will  be  areas  where  private  utilities  have  skimmed  the  cream. 
I  know  there  are  such  areas,  and  where  by  virtue  of  the  fact  that  the  cream 
has  been  skimmed  the  resulting  cost  to  the  remaining  potential  users  becomes 
almost  prohibitive. 

“Senator  Butler.  Does  the  law  provide  that  you  can’t  loan  money  to  areas  that 
are  now  served? 

“Mr.  Nicholson.  We  can’t  loan  money  to  extend  service  to  persons  who  are 
now  served. 

“Senator  Butler.  But  when  a  little  farm  community  is  already  served  and  it 
becomes  a  part  of  a  larger  cooperative  unit,  it  then  falls  under  the  law  that  the 
few  who  are  now  served  can  become  a  part  of  the  cooperative  where  many  others 
are  not  served,  and  in  that  way  you  are  conforming  to  the  law? 

“Mr.  Nicholson.  We  can’t  with  Government  money,  finance  the  extension  of 
cooperative  service  to  farmers  already  served,  even  if  they  want  it.  There  are 
many  cases  where  a  farmer  served  by  a  utility  company  would  like  to  take  the 
meter  out  and  put  in  a  cooperative  meter,  but  under  this  law  as  drawn  we  have 
no  authority  to  do  that.  But  if  the  farmer  does  not  have  service,  no  matter  where 
he  lives,  we  have  every  right  under  this  law  to  finance  the  extension  of  service 
to  him  if  he  wants  the  service  from  a  borrower  that  we  finance.”  (Hearing, 
Senate  Subcommittee  on  S.  89,  April  2, 1945,  pp.  14^15.) 

******* 

“Senator  Bridges.  Mr.  Wickard,  do  you  apply  any  test  before  you  loan  money, 
or  authorize  new  REA  loans,  as  to  whether  or  not  any  attempt  has  been  made  to 
get  service  from  a  private  company  before  you  go  in  and  build? 

“Mr.  Wickard.  No,  I  do  not  know  that  we  apply  a  test  *  *  *. 

“Senator  Bridges.  What  I  am  wondering  is  if  you  just  loan  to  anybody  that 
wants  to  borrow— apparently  you  do — or  if  you  find  out  if  they  could  get  the 
service  in  some  other  way  before  you  obligated  the  Government  money. 

“Mr.  Wickard.  It  is  my  understanding,  Senator,  that  we  are  to  make  loans 
available  for  the  purpose  of  extending  central-station  service  to  unserved  people 
in  rural  areas.  There  is  one  requirement,  which  is  very  plainly  stated  in  the  law, 
‘that  the  Administrator  of  the  REA  shall  not  make  those  loans  unless  he  is 
satisfied  that  they  will  be  paid  back.’  AVe  feel  the  people  themselves  ought  to 
make  a  determination  as  to  whether  they  want  to  use  the  REA  service  or  that  of 
the  private  utilities.  When  they  come  to  us,  I  think  it  is  pretty  plain  that  I 
must  make  the  loan  if  the  loan  appears  to  be  a  feasibile  loan,  and  if  there  is  need 
for  it.”  (Hearings  before  Subcommittee,  House  Appropriations  Committee  on 
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Urgent  Deficiency  Appropriation  bill  for  1946,  79th  Cong.,  1st  sess.  (1946)  pp. 
47-8.) 

UNIFORM  ADMINISTRATIVE  PRACTICE 

Acting  pursuant  to  the  clear  language  of  the  statute  and  the  import  of  its 
legislative  history,  REA  administrative  officials  have,  from  the  earliest  days  of 
the  Rural  Electrification  program  in  1936,  acted  upon  the  assumption  that  loans 
to  bring  electric  service  to  all  unserved  persons  in  rural  areas  were  clearly  au¬ 
thorized,  without  regard  to  the  “availability”  of  service  from  other  sources. 

Hundreds  of  REA  loans,  involving  millions  of  dollars,  have  been  made  to  fi¬ 
nance  service  to  persons  in  rural  areas  not  actually  served  but  located  within 
“areas”  claimed  as  their  own  by  non-REA  financed  electric  suppliers.  An  ex¬ 
amination  of  all  electrification  loan  dockets  made  by  REA  since  its  inception 
would  reveal  that  the  location  of  proposed  act  beneficiaries  within  “areas”  of 
other  power  suppliers  was  never  employed  as  a  criterion  for  determining  eligi¬ 
bility  for  REA  financing.  This  is  further  substantiated  by  the  numerous  pro¬ 
ceedings  before  State  public  utility  commissions  and  State  courts  in  which  power 
companies,  claiming  willingness  or  ability  to  serve  areas  in  which  REA-financed 
borrowers  were  proceeding  to  extend  service,  sought  under  State  law  to  block 
such  REA  projects. 


PAST  LEGAL  INTERPRETATIONS  AND  OPINIONS 

The  position  taken  in  the  decision,  as  to  the  nature  of  the  restrictions  imposed 
on  REA’s  lending  authority  by  the  "persons  *  *  *  not  receiving  central  station 
service”  provision,  is  in  conflict  with  the  position  unanimously  adopted  by  the 
Solicitors  and  General  Counsel  of  the  Department  of  Agriculture,  by  the  only  court 
which  has  considered  this  question,  and  by  the  Department  of  Justice  in  litiga¬ 
tion  involving  the  scope  of  REA’s  lending  authority. 

Every  REA  loan  has  been  examined  by  the  Office  of  the  Solicitor  (now  Office 
of  the  General  Counsel)  of  the  Department  of  Agriculture  for  compliance  with 
the  Rural  Electrification  Act.  The  test  of  legality  employed  by  that  Office  in 
such  review  has  always  been  whether  the  purpose  of  the  loan  is  to  serve  unserved 
persons  in  rural  areas,  without  regard  to  availability  of  service  in  the  “area”  in 
which  such  persons  are  located. 

In  a  lormal  opinion  addressed  to  the  REA  Administrator  (Op.  Sol  5564), 
the  Solicitor  expressly  pointed  out  that  “the  authorization  in  section  4  of  the 
Rural  Electr  fication  Act  is  not  phrased  in  terms  of  areas,  but  relates  to  ‘persons 
in  rural  areas  who  are  not  receiving  central  station  service’  ” ;  and  after  quoting 
the  colloquy  between  Senators  Norris  and  King,  set  forth  above,  the  Solicitor 
stated  that  “REA  may  finance  service  to  unserved  individuals  in  a  rural  area, 
even  though  the  area  in  general  is  served  by  another  supplier”  (June  5,  1953, 
p.  14). 

The  opinion  of  the  Solicitor  cited  in  your  decision  is  consistent  with  this 
conclusion.  While  that  opinion  contains  general  language  c-oncernng  a  legisla¬ 
tive  intent  to  exclude  competitive  loans,  it  is  clear  from  the  entire  opinion  that 
the  only  form  of  competition  contemplatd  was  that  involving  service  to  persons 
already  being  served.  This  is  made  unmistakably  clear  by  the  following  lan¬ 
guage  from  that  opinion,  quoted  in  the  decision  at  page  4 :  “Where  the  effect  of  the 
proposed  loan,  regardless  of  its  essential  purpose,  would  be  to  substitute  com¬ 
petitive  REA-financed  service  to  persons  already  served,  the  loan  may  not  be 
made.” 

The  contrary  position  which  the  decision  takes  was,  moreover,  rejected  by  the 
U.S.  District  Court  for  the  District  of  Columbia  in  Kansas  City  Power  d  Light 
Co.,  et  at.  v.  McKay  et  at.  (115  F.  Supp.  402).  The  District  Court’s  decision  fol¬ 
lowed  a  lengthy  trial,  exhaustive  argument,  and  the  submission  of  extensive 
briefs.  To  our  knowledge,  there  are  no  other  judicial  determinations  on  this 
question. 

The  brief  submitted  by  the  Department  of  Justice  in  the  same  case  argued 
in  the  strongest  terms  against  the  view  that  the  Rural  Electrification  Act  forbids 
loans  for  service  to  unserved  persons  when  central  station  service  is  “available 
in  the  area.”  (Defendant’s  Brief  on  Separate  Trial  Relating  to  Issue  of  Legality 
of  Contracts,  pp.  47-8).  Similarly,  the  Department  of  Justice,  in  suit  instituted 
on  this  very  loan  by  the  Iowa-Illinois  Gas  &  Electric  Co.  in  the  Federal  District 
Court,  was  not  content  to  contest  the  plaintiff’s  claim  merely  on  the  ground  that 
plaintiff  lias  no  litigable  interest  and  no  standing  to  sue.  The  Department  also 
defended  the  suit  on  the  ground  that  the  Government  loan  was  valid  and  author¬ 
ized  under  the  Rural  Electrification  Act. 
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PROGRAM  EFFECTS  OF  IMPOSITION  OF  “AVAILABILITY”  RESTRICTION 

It  is  submitted,  therefore,  that  the  “availability”  restriction  which  would  be 
imposed  by  the  decision  is  in  direct  conflict  with  statutory  language,  legislative 
history,  congressional  understanding,  administrative  practice  and  legal  interpre¬ 
tations  of  a  Federal  court  and  of  the  Departments  of  Agriculture  and  Justice. 
We  believe,  however,  that  it  would  be  useful  and  enlightening  to  contemplate  what 
effects  the  imposition  of  this  restriction  would  have  had,  and  would  have,  upon 
the  Rural  Electrification  program. 

The  wide  range  of  problems,  practical  and  conceptual,  which  would  have  been 
raised  in  the  application  to  all  proposed  REA  loans  of  such  vague,  nebulous  tests 
as  “availability”  and  “area”  would  have  completely  bogged  down  the  program  and 
made  it  unworkable  from  the  beginning.  Questions  as  to  the  extent  to  which 
proposed  terms  and  conditions  of  service  would  affect  “availability,  whethei  the 
other  power  suppliers  would  be  permitted  to  be  the  judge  of  “availability,  what 
criteria  determine  the  “area”  being  served,  and  similar  questions,  would  have 
immersed  the  program  in  a  myriad  of  side  questions,  none  of  which  would  permit 
of  practical  or  expeditious  solution. 

Furthermore,  if  the  test  of  “availability”  were  whether  a  particular  unserved 
person  is  located  in  an  area  legally  authorized  to  be  served  by  a  power  company, 
there  is  little  doubt  that  thousands  of  people  in  rural  areas  now  receiving  electric 
service  as  a  result  of  REA  loans  would  have  been  excluded  from  the  benefits  of 
the  rural  electrification  program. 

The  fact  is  that  in  some  States  almost  the  entire  State  areas  were  certificated 
to  power  companies  even  though  countless  farms  in  those  areas  remained  with¬ 
out  service.  Thus,  an  availability  test,  if  implemented  by  reference  to  outstand¬ 
ing  certificates  of  convenience  and  necessity,  would  have  drastically  reduced  the 
scope  of  the  Rural  Electrification  Administration  program,  perhaps  by  more 
than  half.  Indeed,  in  the  loosest  sense  of  “availability,”  electric  service  was 
“available”  to  all  of  the  farms  unserved  at  the  initiation  of  the  REA  program. 

If  the  “availability”  test  were  to  be  introduced  into  the  program  at  this  time, 
the  results  might  well  be  the  beginning  of  serious  deterioration  of  the  Govern¬ 
ment’s  loan  security  interests,  as  well  as  the  imposition  of  rate  increases  on 
thousands  of  consumers  on  REA-finaneed  lines.  REA  borrowers,  as  part,  of 
their  area  coverage  program  which  has  been  inspired  by  Congress,  have  sought 
to  extend  service  to  both  the  better,  as  well  as  the  more  marginal  loads,  so  that 
by  mixing  the  “cream”  with  the  “skimmed  milk”  they  would  be  able  to  establish 
financial  feasibility  and  soundness. 

If  at  this  time  the  test  of  “availability”  were  applied,  the  practical  result  would 
be  to  deprive  borrowers  of  all  new  lucrative  loads,  thereby  imposing  undue 
rate  burdens  upon  the  other  consumers  of  the  borrowers,  impairing  the  Govern¬ 
ment’s  security  intersts,  and  preventing  completion  of  the  area  coverage  job. 

STATUS  OF  LEHIGH  AS  “UNSERVED  PERSON” 

A  second  ground  for  your  determination  in  this  case  appears  to  be  the  view 
of  your  Office  that  there  is  “little  basis  for  considering  the  new  plant  a  person 
not  receiving  central  station  service.”  It  is  not  clear  to  us  what  you  regard  as 
being  included  in  the  “basis”  for  our  conclusion  that  the  new  plant  was  to  be 
considered  as  a  person  not  receiving  central  station  service.  In  the  paragraph 
on  page  8,  in  which  you  state  your  conclusion,  you  refer  to  only  three  supporting 
facts:  (1)  that  the  new  plant  is  located  approximately  160  feet  from  the  old 
plant  of  the  same  company  on  the  same  tract  of  land,  (2)  that  the  old  plant  was 
receiving  central  station  service  (3)  from  a  power  supplier  who  offered  to 
furnish  adequate  service  to  the  new  plant. 

We  take  the  view  that  the  statement  in  the  decision  that  the  old  plant  was 
receiving  central  station  service  is  of  questionable  validity.  REA  for  many 
years  had  received  complaints  from  consumers  served  by  Railway  Co.  with  re¬ 
spect  to  their  service,  and  similar  complaints  had  been  filed  with  the  Iowa  State 
Commerce  Commission.  Many  Railway  Co.  consumers  had  accordingly  re¬ 
quested  service  from  Iowa  rural  electric  cooperatives.  Moreover,  there  is  con¬ 
siderable  doubt  that  the  25-cycle  electric  service  that  was  being  furnished  by 
Railway  Co.  constitutes  adequate  central  station  service  in  this  country  at  the 
present  time;  60-cycle  service  is  standard,  and  electric  appliances  and  equip¬ 
ment  are  designed  and  manufactured  for  60-cycle  operation.  There  is  a  respect¬ 
able  body  of  technical  and  engineering  opinion  that  25-cycle  service  is  outmoded 
and  obsolete,  and  therefore  is  not  adequate  to  central  station  service.  Un¬ 
doubtedly  the  decision  of  Iowa-Ulinois,  successor  to  Railway  Co.,  to  discontinue 
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25-cycle  service  to  Lehigh,  effective  September  30,  1957,  and  to  scrap  its  25-cycle 
electric  equipment,  was  based  upon  this  body  of  opinion. 

Similarly,  the  point  in  the  decision  that  the  “power  supplier”  offered  to  furnish 
adequate  service  to  the  new  plant  is  subject  to  the  question  whether  such  offer 
could  have  been  carried  into  effect.  Facts  submitted  not  only  to  REA  but  to  the 
District  Court  of  the  United  States  for  the  District  of  Columbia,  and  the  Polk 
County,  Iowa,  District  Court,  cast  significant  doubts  on  the  ability  of  Railway 
Co.  to  fulfill  the  terms  of  its  “offer.”  For  example,  affidavits  filed  with  the 
United  States  district  court  establish  the  inability  of  Railway  Co.  to  furnish 
adequate  service  without  major  reconstruction  of  its  facilities.  Findings  of  fact 
entered  by  the  Iowa  District  Court  on  April  15,  1957,  state  that  Iowa-Illinois 
did  not  have  the  franchise  required  to  undertake  such  reconstruction.  Even  as 
late  as  September  17,  1956,  the  company  admitted  that  it  still  had  not  obtained 
the  necessary  franchise  from  the  Iowa  State  Commerce  Commission. 

But  even  assuming  the  accuracy  of  the  supporting  “facts”  in  the  decision, 
they  can  hardly  be  deemed  determinative  of  the  issue  when  viewed  in  the  light 
of  all  the  additional  relevant  facts  of  this  case.  The  more  significant  of  these 
additional  facts,  already  described  above  under  the  heading  “Factual  back¬ 
ground,”  may  be  summarized  as  follows:  (1)  The  electric  facilities  serving 
Lehigh’s  old  plant  could  not  without  major  rehabilitation  and  construction  be 
utilized  to  serve  the  new  plant;  (2)  the  power  requirements  of  the  new  plftnt 
greatly  exceed  and  overshadow  the  electrical  requirements  of  the  existing  old 
plant;  (3)  Lehigh’s  capital  investment  in  the  new  premises  greatly  exceeds 
and  overshadows  its  capital  investment  in  the  old  plant;  (4)  the  capital  invest¬ 
ment  required  for  providing  electric  service  to  the  new  plant,  regardless  of  the 
supplier,  is  very  substantial  (in  this  case  in  the  order  of  $100,000)  and  greatly 
exceeds  and  overshadows  the  capital  investment  in  electric  facilities  serving 
the  old  plant;  (5)  the  location  and  scope  of  the  new  plant  were  determined  by 
Lehigh  in  the  light  of  a  desired  new  electric  supplier;  (6)  the  operation  of  the 
new  plant  was  completely  independent  of  the  operation  of  the  old  plant ;  and 
(7)  Greene  County  had  been  serving,  since  1952,  a  Lehigh-owned  residence  lo¬ 
cated  on  the  same  tract  as,  and  approximately  400  feet  from,  the  old  plant. 

On  the  basis  of  these  and  other  relevant  facts  and  circumstances,  the  REA 
Administrator  found,  and  we  think  properly  so,  that  Lehigh,  at  its  new  plant, 
was  a  person  not  receiving  central  station  service. 

That  Lehigh  could  legally  be  deemed  a  “person  not  receiving  central  station 
service”  within  the  meaning  of  the  act,  even  though  service  was  being  rendered 
to  its  old  plant,  seems  clear  to  this  Department.  It  is  apparent  that  the  mere 
fact  that  a  person  is  receiving  service  at  one  premise  does  not  preclude  him 
from  being  considered  an  “unserved  person”  at  other  premises.  For  example, 
a  person  owning  an  electrified  business  in  a  town  can  hardly  by  virtue  of  that 
fact  alone  be  said  to  be  a  person  served  at  his  unelectrified  farm.  Identity  of 
ownership  thus  cannot  be  the  significant  test.  It  is  similarly  evident  that  a 
question  of  this  kind  cannot  properly  be  resolved  without  a  comprehensive,  ad¬ 
ministrative  evaluation  of  all  relevant  circumstances,  among  which  identity  of 
ownership  and  proximity  of  location  may  be  of  some  significance,  but  clearly 
not  determinative  in  themselves.  As  indicated  above,  the  Administrator’s  con¬ 
clusion  in  this  case  rested  upon  such  an  evaluation. 

WEIGHT  TO  BE  GIVEN  TO  ADMINISTRATIVE  DETERMINATIONS 

In  various  decisions  of  your  Office,  recognition  has  been  given  to  the  principle 
that  primary  responsibility  under  the  Rural  Electrification  Act  for  determin¬ 
ing  whether  a  proposed  loan  meets  statutory  tests  is  lodged  in  the  REA  Admin¬ 
istrator.  Thus,  in  a  decision  dated  March  12,  1943,  to  Congressman  Tarver, 
the  Comptroller  General  stated  : 

“Of  course,  the  question  as  to  whether  the  basic  purpose  of  a  proposed  loan 
in  a  particular  case  is  to  provide  electric  service  to  unserved  persons  in  rural 
areas  is  a  matter  for  determination  administratively,  rather  than  by  this 
Office,  after  a  thorough  consideration  of  the  pertinent  facts  and  circumstances 
in  the  ease.” 

In  the  decision  of  July  21  it  is  conceded  (p.  3)  that  whether  the  basic 
purpose  of  a  proposed  loan  meets  the  statutory  tests  “is  a  matter  primarily 
for  determination  administratively.”  Aside  from  the  question  whether  the 
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Administrator’s  determination  is  final  and  conclusive,  such  determination  at 
least  merits  considerable  respect  and  weight,  comparable  at  the  minimum  to 
the  weight  given  by  courts  to  findings  of  administrative  bodies.  In  such  cases 
the  principle  of  law  generally  applied  is  that  where  there  is  a  substantial  basis 
for  an  administrative  finding,  an  appellate  court  upholds  this  finding  and  does 
not  consider  the  administrative  question  de  novo.  The  reasons  behind  this 
principle  are  summarized  in  Perkins  v.  Endioott  Johnson  Corporation  (128  F. 
2d  208,  220  (C.A.  2),  aff’d,  317  U.S.  501)  : 

“Because  administrative  officers,  if  not  always  themselves  experts,  are  spe¬ 
cialists,  advised  by  experts,  in  a  particular  field  of  facts,  inferences  drawn  by 
those  officials  from  the  data  before  them  are  to  be  given  unusual  weight  by  the 
courts.  The  Supreme  Court  has  long  ascribed  to  their  findings  ‘ the  strength 
due  to  the  judgments  of  a  tribunal  appointed  by  law  and  informed  by  expe¬ 
rience’.  *  *  *  It  is  precisely  in  drawing  such  inferences  that  administrative  spe¬ 
cialized  skill  is  of  unique  value  *  * 

This  principle  is  peculiarly  and  most  plainly  applicable  in  cases  where  the 
subject  of  the  administrative  consideration  and  determination  involves  complex 
and  technical  elements.  The  case  in  question  is  such  a  case.  As  courts  in 
similar  situations  frequently  state,  the  administrative  staff  has  resources  both 
technical  and  the  product  of  long  experience  which  are  far  superior  to  similar 
resources  at  the  disposal  of  the  court.  This,  it  is  respectfully  submitted,  is 
particularly  true  in  this  situation  involving  the  REA  Administrator,  supported 
by  his  technical  staff  and  the  organization's  background  of  experience,  as  com¬ 
pared  with  the  General  Accounting  Office.  Congress  has  frequently  expressed 
its  similar  view  that  the  thoroughly  considered  views  of  experts  in  the  executive 
branch  of  the  Government  should  not  lightly  be  set  aside. 

We  suggest  that  these  basic  considerations  have  not  been  taken  into  ac¬ 
count  in  your  action  in  sweeping  aside  the  findings  and  conclusions  of  the  REA 
Administrator  in  this  case. 

In  summary,  the  decision,  in  effect,  would  seem  to  us  to  result  in  an  amend- 
«  ment  to  the  Rural  Electrification  Act  which  Congress  explicitly  refused  to 
adopt  in  1936  and  which  has  not  been  formally  considered  by  Congress  in  the 
intervening  22  years.  During  that  time,  moreover,  Congress  has  been  made 
aware  on  many  occasions  of,  and  has  acquiesced  in,  the  uniform  and  consistent 
administrative  interpretation  and  practice  by  REA  with  respect  to  its  lending 
authority,  as  well  as  the  legal  interpretations  of  the  Rural  Electrihc  tion  Act 
made  by  the  Solicitor  and  General  Counsel  of  the  Department  of  Agriculture. 
These  legal  opinions,  as  well  as  those  of  the  Federal  court  (which  has  con¬ 
sidered  the  question)  and  the  Department  of  Justice,  have  uniformly  and 
without  exception  sustained  the  administrative  practice. 

Your  Office  and  other  authorities  have  recognized  the  wide  discretion  vested 
in  the  Administrator  of  REA  to  determine  whether  particular  loans  are  for 
statutory  purposes.  The  highly  technical  questions  involved  in  determining 
the  purpose  of  an  REA  loan  properly  depend  for  their  solution  on  expert 
technical  knowledge  which  is  available  to  the  REA  Administrator.  The  attempt 
to  review  de  novo  the  facts  and  circumstances  considered  by  the  Administrator 
in  approving  the  use  of  REA  loan  funds  in  this  case,  has  resulted  in  a  factual 
conclusion  that  is  contrary  to  the  clear  weight  of  the  evidence. 

Had  the  limitation  on  REA’s  lending  power  proposed  in  your  letter  been 
adopted  rather  than  rejected  by  the  Congress  in  1936,  the  Rural  Electrification 
program  of  the  past  22  years  would  have  been  impossible.  If  the  limitations 
of  the  decision  are  now  to  be  placed  in  effect,  the  financial  soundness  of  numer¬ 
ous  REA  borrowers  would  be  endangered,  the  Government’s  security  would  be 
impaired,  and  millions  of  consumers  would  suffer  undue  rate  increases.  More¬ 
over,  hundreds  of  REA  loans  involving  many  millions  of  dollars  would  have  to 
be  surveyed  and  steps  initiated  to  attempt  the  recovery  of  millions  of  dollars 
advanced  to  borrowers,  which  under  the  terms  of  contracts  entered  into  in  good 
faith  with  the  Government  are  not  yet  due. 

In  these  circumstances  and  for  these  reasons,  reconsideration  and  reversal 
of  the  position  taken  in  the  decision  of  July  21,  1958,  are  urgently  and  respect¬ 
fully  requested. 

Sincerely  yours, 


True  D.  Morse,  Acting  Secretary. 
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Comptroller  General  of  the  United  States, 

Washingon,  October  15,  1958. 

The  Honorable  the  Secretary  of  Agriculture. 

Dear  Mr.  Secretary  :  The  Acting  Secretary  of  Agriculture,  by  letter  dated  Au¬ 
gust  7, 1958,  has  requested  that  we  reconsider  our  letter  of  July  21, 1958,  B-134138, 
to  you,  concerning  a  portion  ($120,000)  of  a  loan  of  $11,173,000  made  by  the 
Rural  Electrification  Administration  (REA)  to  Central  Iowa  Power  Cooperative 
(CIPCO)  which  portion  has  been  used  by  CIPCO  to  furnish  power  to  a  member 
cooperative  for  resale  by  the  member  in  part  to  Lehigh  Sewer  Pipe  and  Tile 
Co.  (Lehigh).  Also,  the  National  Rural  Electric  Cooperative  Association  and 
the  cooperatives  involved  (CIPCO  and  Greene  County  Rural  Electrification 
Cooperative  (Greene  County)  have  submitted  additional  information  and  argu¬ 
ments  concerning  our  above-mentioned  letter  and  such  information  and  argu¬ 
ments  will  also  be  considered  in  connection  with  our  review. 

In  our  letter  of  July  21  we  said,  in  effect,  that  it  was  clear  from  the  legislative 
history  of  the  central  station  service  limitation  contained  in  sections  2  and  4 
of  the  Rural  Electrification  Act  of  1936,  as  amended,  7  United  States  Code 
902,  904,  together  with  opinion  No.  4506,  dated  November  24,  1942,  rendered 
by  a  former  solicitor  of  your  Department,  that  the  purpose  of  the  limitation 
was  to  exclude  loans  for  the  purpose  of  paralleling  existing  systems  or  creating 
competition  with  existing  facilities  by  prohibiting  the  use  of  loan  funds  for 
construction  of  transmission  lines  and  substations  to  furnish  power  to  an  area 
already  served  by  private  power  companies  when  such  companies  are  willing 
to  provide  adequate  central  station  service  to  persons  within  the  area  who  are 
not  tied  to  the  powerlines.  We  further  stated  therein  that  aside  from  legislative 
history  of  the  central  station  service  limitation  we  are  of  the  view  that  where 
a  new  building  or  plant  of  an  industrial  company  is  located  approximately  160 
feet  from  an  old  building  or  plant  of  the  same  company  on  the  same  tract  of 
ground  and  the  old  plant  is  receiving  central  station  service  from  a  power  sup¬ 
plier  who  has  offered  to  furnish  adequate  central  station  service  to  the  new 
plant,  there  appears  little  basis  for  considering  the  new  plant  a  person  not  re¬ 
ceiving  central  station  service  so  as  to  authorize  the  making  of  a  loan,  or  the 
use  of  loan  funds,  under  section  4  of  the  Rural  Electrification  Act  for  the  pur¬ 
pose  of  constructing  facilities  to  furnish  electric  service  to  the  new  plant. 
Specifically  we  then  concluded  that  there  was  ample  justification  for  holding 
in  the  instant  case  that  the  portion  of  the  loan  made  for  the  construction  of 
the  Lehigh  tap  was  not  authorized  and  that  steps  should  be  taken  by  your 
Department  to  reduce  the  $11,173,000  loan  by  the  amount  ($120,000)  advanced 
to  construct  the  Lehigh  tap  and  to  recover  immediately  from  CIPCO  that  amount. 
We  informed  you  that  in  the  event  such  action  was  not  to  be  undertaken,  and  you 
so  advised  us,  we  would  be  required  to  report  the  matter  to  the  Congress. 

In  effect  we  are  asked  to  reconsider  not  only  our  views  as  to  the  particular 
case  involved  in  our  letter  of  July  21  but  also  the  statement  therein  in  con¬ 
nection  with  the  case  to  the  effect  that  the  purpose  of  the  central  station  service 
limitation  was  to  exclude  loans  for  the  paralleling  of  existing  systems  or  creating 
competition  with  existing  facilities  by  prohibiting  the  use  of  loan  funds  for 
construction  of  transmission  lines  and  substations  to  furnish  power  to  an  area 
already  served  by  private  power  companies  when  such  companies  are  willing 
to  provide  adequate  central  station  service  to  persons  within  the  area  who  are 
not  tied  to  the  powerlines.  We  will  discuss  this  matter  first. 

The  request  for  reconsideration  cf  our  statement  as  to  the  import  of  the 
legislative  history  of  the  central  station  service  limitation  is  based  on  several 
grounds,  mainly,  that  the  clear  import  of  the  legislative  history  of  the  limitation 
is  contrary  to  the  view  expressed  by  us,  that  we  omitted  certain  portions  of  the 
legislative  history  which  convey  a  different  impression  of  the  matter,  that  our 
view  is  clearly  inconsistent  with  the  Congressional  understanding  of  the  scope 
of  REA’s  lending  powers  as  disclosed  by  congressional  knowledge  of,  and 
acquiescence  in,  REA’s  administrative  interpretations  over  the  entire  history  of 
the  rural  electrification  program,  that  our  interpretation  of  the  provision  would 
add  a  new  limitation  on  REA’s  lending  authority,  and  that  the  decision  would 
override  what  in  previous  Comptroller  General’s  decisions  and  at  other  points 
in  our  letter  of  July  21  is  conceded  to  be  the  primary  responsibility  of  the 
Administrator  of  REA. 

Generally,  the  National  Rural  Electric  Cooperative  Association  takes  the  same 
position  as  your  Department  and  further  contends  that  the  language  in  sections 
2  and  4  of  the  Rural  Electrification  Act  of  1936  providing  for  loans  for  furnishing 
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electric  energy  “to  persons  in  rural  areas  who  are  not  receiving  central  station 
service,”  is  clear  and  unambiguous  and  hence,  the  legislative  history  cannot 
be  utilized  to  change  the  clear  and  unambiguous  language  of  the  statute.  The 
association  further  contends  that  we  “did  not  even  have  the  right  in  this 
instance  to  look  beyond  the  language  of  the  act  itself.”  The  association  cites 
Sutherland  on  Statutory  Construction  and  a  number  of  decisions  of  the  U.S. 
Supreme  Court  to  support  these  contentions. 

Despite  any  view  that  the  language  in  question  is  clear  and  unambiguous 
this  does  not,  in  our  opinion,  preclude  reference  to  the  legislative  history  by 
us  if  only  to  determine  that  such  is  the  case.  Concerning  Sutherland,  Statutory 
Construction,  note  section  4502  thereof : 

“The  most  common  rule  of  statutory  interpretation  is  the  rule  that  a  statute 
clear  and  unambiguous  on  its  face  need  not  and  cannot  be  interperted  by  a 
court  and  only  those  statutes  which  are  ambiguous  and  of  doubtful  meaning 
are  subject  to  the  process  of  statutory  interpretation.  This  rule  hides,  although 
it  uses  many  words  to  disguise  it,  the  basic  fallacy  that  words  have  meaning 
in  and  of  themselves.  *  *  *  A  word  is  but  a  symbol  which  may  stand  for  one 
or  an  innumerable  number  of  objects.  It  is  only  as  custom  and  usage  and  agree¬ 
ment  attach  a  particular  meaning  to  a  particular  word  that  it  has  any  signifi¬ 
cance  in  relation  to  either  a  tangible  or  an  intangible  object.  Thus  the  words 
used  in  a  statute  are  always  of  uncertain  meaning.”  [Emphasis  added.] 

Further,  the  following  statement  appears  in  section  4706  of  Sutherland,  Statu¬ 
tory  Construction : 

“The  literal  interpretation  of  the  words  of  an  act  should  not  prevail  if  it  cre¬ 
ates  a  result  contrary  to  the  apparent  intention  of  the  legislature  and  if  the 
words  are  sufficiently  flexible  to  admit  of  a  construction  which  ivill  effectuate 
the  legislative  intention.  The  intention  prevails  over  the  letter,  and  the  letter 
must  if  possible  be  read  so  as  to  conform  to  the  spirit  of  the  act.  *  *  *”  [Em¬ 
phasis  added.] 

Moreover,  as  to  decisions  of  the  United  States  Supreme  Court,  in  the  case  of 
Boston  Sand  &  Gh'avel  Company  v.  United  States,  278  U.S.  41,  48,  the  Court 
said : 

“*  *  *  It  is  said  that  when  the  meaning  of  language  is  plain  we  are  not  to 
resort  to  evidence  in  order  to  raise  doubts.  That  is  rather  an  axiom  of  expe¬ 
rience  than  a  rule  of  law,  and  does  not  preclude  consideration  of  persuasive 
evidence  if  it  exists.  *  *  *” 

In  Harrison  v.  Northern  Trust  Company,  317  U.S.  476,  479,  the  Court  said : 

“But  words  are  inexact  tools  at  best,  and  for  that  reason  there  is  wisely  no 
rule  of  law  forbidding  resort  to  explanatory  legislative  history  no  matter  how 
‘clear  the  words  may  appear  on  “superficial  examination.”  ’  United  States  v. 
American  Trucking  Associations,  310  U.S.  534,  543-44.  See  also  United  States  v. 
Dickerson,  310  U.S.  554,  562.  *  *  *” 

United  States  v.  Dickerson,  310  U.  S.  554,  561,  contains  the  following  language : 

“The  respondent  contends  that  the  words  of  section  402  are  plain  and  unam¬ 
biguous  and  that  other  aids  to  construction  may  not  be  utilized.  It  is  sufficient 
answer  to  deny  that  such  words  when  used  in  an  appropriation  bill  are  words 
of  art  or  have  a  settled  meaning.  See  United  States  v.  Perry,  50  F.  743,  748 
(C.C.A.  8th).  The  very  legislative  materials  which  respondent  would  exclude 
refute  his  assumption.  It  would  be  anomalous  to  close  our  minds  to  persuasive 
evidence  of  intention  on  the  ground  that  reasonable  men  could  not  differ  as  to 
the  meaning  of  the  words.  Legislative  materials  may  be  without  probative 
value,  or  contradictory,  or  ambiguous,  it  is  true,  and  in  such  cases  will  not  be 
permitted  to  control  the  customary  meaning  of  words  or  overcome  rules  of  syn¬ 
tax  or  construction  found  by  experience  to  be  workable :  they  can  scarcely 
be  deemed  to  be  incompetent  or  irrelevant.  See  Boston  Sand  <£  Gravel  Co.  v. 
United  States,  supra,  at  48.  The  meaning  to  be  ascribed  to  an  act  of  Congress 
can  only  be  derived  from  a  considered  weighing  of  every  relevant  aid  to  con¬ 
struction.  *  *  *” 

(We  realize  that  the  last  quoted  statement  was  made  in  connection  with  the 
language  used  in  an  appropriation  act.  However,  we  feel  that  the  language 
is  appropriate  in  connection  with  the  interpretation  of  any  statute. ) 

Another  decision  to  the  same  effect  is  Puerto  Rico  v.  The  Shell  Co.,  302  U.S. 
253,  258,  wherein  the  Court  said : 

“*  *  *  Words  generally  have  different  shades  of  meaning,  and  are  to  be  con¬ 
strued  if  reasonably  possible  to  effectuate  the  intent  of  the  lawmakers;  and 
this  meaning  in  particular  instances  is  to  be  arrived  at  not  only  by  a  considera¬ 
tion  of  the  words  themselves,  but  by  considering,  as  well,  the  context,  the  pur- 
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poses  of  the  law,  and  the  circumstances  under  which  the  words  were  employed. 
Atlantic  Cleaners  &  Dyers  v.  United  States,  286  U.S.  427,  433 ;  Helvering  v.  Stock- 
holms  Enskilda  Bank,  293  U.S.  84,  86,  87-88.  *  *  *” 

From  the  foregoing,  it  appears  permissible  to  refer  to  the  legislative  history 
of  a  statute,  or  the  provisions  thereof,  to  determine  the  intent  of  the  Congress  in 
enacting  the  statute,  even  though  the  words  of  the  statute  are  clear  and  unambigu¬ 
ous,  although  we  realize  there  are  other  Supreme  Court  cases  to  the  contrary. 

Before  discussing  the  legislative  history  of  the  central  station  service  limi¬ 
tation  as  contained  in  sections  2  and  4  of  the  Rural  Electrification  Act  of  1936, 
we  would  like  to  say  that  there  has  apparently  been  a  misunderstanding  as  to 
the  scope  of  the  statement  in  our  letter  concerning  the  purpose  of  this  limitation 
as  disclosed  by  the  legislative  history  thereof.  While  we  used  the  word  “area” 
in  our  statement,  we  had  in  mind  the  factual  situation  involved  in  the  case  we 
were  considering,  that  is,  where  the  unserved  person  was  located,  in  effect,  on, 
i.e.,  along  side  of,  existing  powerlines  and  the  owner  of  the  lines  was  ready, 
willing,  and  able  to  furnish  adequate  central  station  service  to  the  unserved 
person  at  a  reasonable  price.  You  will  note  that  in  the  statement  in  question 
we  used  the  phrase  “ who  are  not  tied  to  the  powerlines.'”  We  contemplated  only 
situations  where  the  unserved  persons  were  located  on  a  powerline,  that  is,  where 
the  powerline  ran  to,  or  alongside  of,  the  property  to  be  served  and  where  the 
owner  of  the  powerline  was  ready,  willing,  and  able  to  furnish  adequate  central 
station  service  at  a  reasonable  price  to  the  unserved  person.  We  did  not  intend 
to  imply  that  a  loan  could  not  be  made  for  the  purpose  of  furnishing  electric 
energy  to  unserved  persons  located  in  areas  “ generally ”  served  by  a  power  sup¬ 
plier,  such  unserved  persons  not  being  on,  i.e.,  located  alongside  of  or  adjacent 
to,  the  powerlines.  In  other  words,  we  did  not  intend  to  imply  that  a  loan  could 
not  be  made  to  serve  unserved  persons  who  might  be  served  by  existing  central 
stations  if  such  stations  extended  their  lines,  such  stations  having  lines  in  the 
“general  area”  of  the  unserved  persons. 

Your  Department  contends  that  certain  portions  of  the  debate  in  the  Senate, 
which  we  omitted  from  our  letter  of  July  21,  change  the  sense  of  the  debate  and 
indicate  authorization  to  serve  unserved  persons  in  areas  purportedly  served  by 
another  supplier.  One  of  the  omitted  portions  reads  as  follows  (80  Congressional 
Record  2751,  part  3)  :  " 

“Mr.  McNary.  I  agree  with  that,  but  supposing  that  some  central  station  by 
the  construction  of  distribution  lines  and  transmission  lines  could  supply  the 
energy  needed  in  a  given  area,  could  the  money  be  used  for  that  purpose? 

“Mr.  Norris.  If  I  understand  the  Senator’s  question  correctly,  it  is  supposing 
some  locality  be  now  supplied  from  a  central  station,  might  it  be  possible  for  that 
central  station  to  extend  its  lines  further  and  would  the  governmental  agency  be 
prohibited  from  entering  that  territory?  If  that  is  the  question,  I  think  not.” 
[Emphasis  added.] 

We  do.  not  feel  that  the  above  quoted  colloquy  requires  a  different  conclusion 
than  as  indicated  above ;  that  under  sections  2  and  4  of  the  Rural  Electrification 
Act  loans  may  not  be  made  for  the  purpose  of  furnishing  electric  energy  to  per¬ 
sons  located  on,  i.e.,  adjacent  to,  powerlines  (powerlines  running  along  side  of  or 
to  their  property),  the  owner  of  the  powerlines  furnishing  adequate  central  sta¬ 
tion  service  to  other  persons  located  on  the  lines  at  a  reasonable  price  and  being 
ready,  willing  and  able  to  furnish  the  same  to  these  unserved  persons.  As  we 
understand  it  Senator  McNary  was  asking  whether  or  not  a  loan  might  be  made 
to  furnish  electric  energy  to  a  person  not  receiving  central  station  service  when 
an  existing  central  station  by  the  construction  of  distribution  and  transmission 
lines  could  supply  the  energy  needed  in  a  given  area  to  furnish  such  persons  cen¬ 
tral  station  service.  As  we  understand  Senator  Norris’  reply,  he  said,  in  effect, 
that  if  the  question  is  whether  in  the  case  where  an  existing  central  station  is 
supplying  some  locality  and  that  by  extending  its  lines  further  it  would  be  pos¬ 
sible  to  serve  more  of  the  general  area  or  locality  would  the  Rural  Electrification 
Administration  be  prohibited  from  making  a  loan  to  furnish  electricity  to  un- 
seived  persons  to  which  it  might  be  possible  for  the  central  station  to  extend  its 
lines  to  serve,  he  thought  not.  Our  letter  of  July  21,  as  indicated  above,  was  not 
intended  to  imply  that  a  loan  could  not  be  made  to  furnish  power  to  unserved 
persons  in  an  area  where  existing  central  stations  could  by  extending  their  lines 
furnish  central  station  service  to  such  persons.  However,  we  do  not  believe  that 
Senator  Norris’  reply  to  Senator  McNary’s  question  was  intended  to  indicate  that 
a  loan  might  be  made  to  furnish  an  unserved  person  where  the  existing  central 
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station  was  willing  and  able  to  furnish  such  service  to  the  unserved  person  and 
could  do  so  without  extending  its  lines  and  would  do  so  at  a  reasonable  price. 

The  other  omitted  colloquy  is  as  follows  (80  Congressional  Record  2752,  part 
3)  : 

“Mr.  King.  If  an  organization  were  formed  beyond  the  10-mile  limit  to  which 
I  have  just  referred  and  within  which  limit  the  farmers  are  supplied  with  elec¬ 
tric  energy,  that  organization  would  not  be  permitted  to  come  back  into  the 
10-mile  area  to  furnish  light  to  farmers  already  receiving  it? 

“Mr.  Norris.  Not  to  those  already  receiving  it,  but  it  might  come  into  the  10- 
mile  area  and  supply  farmers  who  are  not  receiving  it.  That  is  a  distinction 
which  I  think  ought  to  be  drawn.”  [Emphasis  added.] 

We  did  not  intend  to  imply  that  a  loan  could  not  be  made  for  the  purpose  of 
furnishing  electricity  to  unserved  persons  in  areas  that  might  be  considered  the 
potential  territory  of  an  existing  central  station  even  though  the  existing  central 
station  might  be  willing  to  extend  its  lines  into  the  potential  territory.  The  tenor 
of  the  colloquy  that  took  place  immediately  preceding  the  last  quoted  colloquy 
makes  it  apparent  that  this  is  what  Senator  King  and  Senator  Norris  had  refer¬ 
ence  to  in  the  above  colloquy.  This  colloquy  is  as  follows  : 

“Mr.  King.  *  *  *  Suppose  that  this  plant  has  a  potential  capacity  for  furnish¬ 
ing  more  power  than  is  consumed— -and  it  does,  and  indeed  may  now,  with  the 
machinery  which  it  has,  furnish  more  power  than  is  consumed  in  the  District  of 
Columbia — aud  it  has  a  line  running  into  Virginia  and  a  line  running  into 
Maryland,  as  I  understand  it  has,  and  is  perfectly  willing  to  increase  its  capacity 
and  to  lengthen  those  lines  and  to  convey  electrical  energy  to  farmers  in  Virginia 
and  farmers  in  Maryland  within  a  reasonable  area.  Under  the  bill  which  the 
Senator  is  now  proposing  could  the  farmers,  say,  in  Virginia  or  the  farmers  in 
Maryland,  organize  corporations  and  invade  the  field  which  this  private  organi¬ 
zation,  in  part,  has  covered  and  is  willing  to  go  further  and  supply  all  reason¬ 
able  demands,  and  thus  restrict  its  operations  and  build  up  another  activity 
paralleling  the  work  of  the  organization  now  existing? 

“Mr.  Norris.  The  Senator  has  incorporated  in  his  question  some  assumptions 
that  will  have  to  be  taken  into  consideration  before  a  direct  answer  may  be 
given.  I  will  take  now  the  locality  he  has  mentioned  and  assume  that  in  Wash¬ 
ington  there  is  a  company  that  is  able  to  supply  addditional  farmers  who  have 
not  been  supplied  as  yet,  although  for  20,  40,  or  50  years  in  a  great  many  places 
the  power  companies  have  not  done  so.  If  they  have  supplied  a  certain  locality, 
this  bill  ivould  not  authorize  the  governmental  agency  going  into  that  locality; 
but  it  would  not  necessarily  follow  that  the  agency  could  not  go  into  the  poten¬ 
tial  territory  surrounding  Washington  and  organize  farmers  under  the  laws  of 
Virginia  or  the  laws  of  Maryland,  for  instance,  who,  in  turn,  could,  if  they 
wanted  to — it  would  depend  on  them  entirely — buy  their  electricity  from  the  cen¬ 
tral  station  here.  The  fact  is  that  if  we  provided  in  this  bill  that  the  rural  elec¬ 
trification  could  not  go  into  any  territory  that  could  be  potentially  held  to  be 
within  the  transmission  distance  of  an  existing  central  power  station,  it  would 
mean  that  we  probably  would  continue  the  conditions  which  have  existed  in  the 
past.  In  many  instances,  if  not  in  most  instances,  the  central  power  stations 
have  picked  out  the  cream  in  a  certain  locality  and  have  built  lines  and  supplied 
it  with  electricity.  Before  the  Rural  Electrification  Administration  would  loan 
money  to  such  an  organization  in  Virginia  or  Maryland,  they  would  have  to  know 
just  exactly  what  the  possibilities  were.  They  would  have  to  make  a  survey  of 
the  territory  and  know  what  would  have  to  be  paid  for  the  electricity  if  it  were 
bought  here.  They  would  not  make  a  loan  unless  all  those  things  put  together 
should  convince  them  that  at  a  decent  reasonable  rate  the  organization  which 
was  seeking  to  get  electricity  was  self-liquidating  and  would  pay  out. 

“Mr.  King.  Mr.  President,  will  the  Senator  permit  another  inquiry? 

“Mr.  Norris.  Certainly. 

“Mr.  King.  Assume  that  an  area  which  is  now  covered  by  the  powerplant  in 
Washington  extends  into  Virginia,  say,  10  miles  beyond  the  District  line— and 
I  am  using  this  as  an  illustration  without  knowing  anything  about  tbe  facts— 
and  adequate  lighting  facilities  are  furnished  to  all  farmers  within  that  area 
who  desire  such  facilities,  and  suppose  a  corporation  is  organized  under  the 
law  in  Maryland  to  furnish  light  to  farmers  a  little  beyond  tbe  area  where  the 
lighting  is  now  furnished ;  would  that  corporation,  when  organized,  be  permitted 
to  come  within  the  10-mile  area  to  which  I  have  referred  and  enter  into  com¬ 
petition  with  the  company  now  furnishing  light  there? 
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“Mr.  Norris.  The  Senator  says  ‘come  in  competition.’  They  would  not  come 
in  competition  with  farms  already  supplied.  They  might  come  in  competition 
with  the  central  power  station. 

“Mr.  King.  That  is  not  my  question. 

“Mr.  Norris.  There  is  no.intention  of  going  into  a  farming  community,  which 
is  already  supplied  with  electric  current  and  forming  farm  organizations  there 
and  having  them  built  up  to  go  into  competition,  as  the  Senator  suggests,  with 
farmers  who  are  already  getting  their  electric  current  from  a  central  station.’’ 
[Emphasis  added.]  [SO  Congressional  Record  2752,  p.  3.] 

In  connection  with  this  last  quoted  reply  of  Senator  Norris,  we  do  not  feel 
the  Senator  intended  to  imply  that  loans  could  be  made  for  the  purpose  of  going 
into  the  farming  community  he  refers  to,  to  furnish  electricity  to  farms  located 
on,  i.e.,  adjacent  to,  powerlines  therein  but  not  tied  to  such  lines,  at  least  where 
the  owner  of  the  lines  is  ready,  willing,  and  able  to  furnish  adequate  central- 
station  service  to  these  unserved  farmers  at  a  reasonable  price.  Also  it  is 
apparent  from  the  complete  colloquy  that  Senators  Norris  and  King  had  in  mind 
lengthening  or  extending  lines  to  reach  unserved  persons  that  could  be  potentially 
held  to  be  within  transmission  distance  of  existing  central  power  stations  and 
not  unserved  persons  located  on  existing  powerlines,  that  is,  where  the  power 
supplier  could  furnish  the  power  without,  in  effect,  extending  its  lines.  Again, 
we  reiterate  that  we  do  not  believe  that  Senator  Norris  had  in  mind  an  unserved 
person  who  fell  in  the  last-mentioned  category. 

It  is  contended  by  the  Acting  Secretary  that  the  action  of  the  Senate  prior 
to  final  passage  of  S.  3483  in  rejecting  a  proposed  substitute  for  S.  3483  intro¬ 
duced  by  Senator  King  which,  among  other  things,  would  have  added  to  the 
description  “persons  in  rural  areas  who  are  not  receiving  central-station  serv¬ 
ice”  the  provision  “and  for  whom  such  service  may  not  be  furnished  or  made 
available  by  competing  private  enterprise”  was  perhaps  the  most  significant  item 
of  legislative  history  overlooked  in  our  letter  of  July  21.  We  note  that  the 
proposed  substitute  contained  other  changes  and  was  rejected  without  debate. 
There  is  nothing  in  the  legislative  history  to  indicate  that  the  substitute  was 
rejected  merely  because  it  modified  the  unserved-person  limitation.  We  note 
that  section  3  of  Senator  King’s  proposed  substitute  authorized  the  appropriation 
of  $10  million  per  year  for  10  years  for  the  purpose  of  making  loans  and  section 
6  thereof  authorized  the  appropriation  of  $300,000  per  year  for  10  years  for 
the  purpose  of  administering  the  act.  and  for  making  studies,  investigations, 
publications,  and  reports.  Section  3(a)  of  S.  3483,  as  passed  by  the  Senate, 
authorized  and  directed  the  Reconstruction  Finance  Corporation  to  make  loans 
to  the  Administrator  of  REA  not  exceeding  $50  million  in  each  of  the  fiscal 
years  ending,  respectively,  June  30,  1037,  and  June  30,  1038,  for  loan  purposes, 
and  section  3(b)  thereof  authorized  the  appropriation  of  $40  million  per  year 
for  S  years  for  the  purposes  of  the  act  as  thereinafter  provided.  Thus,  it 
appears  that  Senator  King’s  substitute  may  have  been  rejected  for  reasons  other 
than  the  modification  of  the  unserved-person  or  central-station  service  limitation. 

In  connection  with  the  legislative  history  of  the  Rural  Electrification  Act, 
the  history  discloses  that  the  bill  passed  by  the  Senate  was  the  one  on  which 
the  House  held  hearings.  As  you  are  aware,  bath  sections  2  and  4  of  the  bill 
as  enacted  by  the  Senate  contained  the  central-station  service  limitations  now 
in  the  existing  law  and,  hence,  these  were  the  limitations  before  the  House 
committee  during  the  hearings.  We  believe  that  the  House  hearings  fully  sup¬ 
port  the  view  that  the  Rural  Electrification  Act  did  not  contemplate  the  making 
of  loans  to  furnish  electricity  to  unserved  persons  with  property  located  on, 
i.e.,  alongside  existing  powerlines.  Note  in  this  connection  the  following  dis¬ 
cussion  between  Mr.  Cooke,  Administrator,  Rural  Electrification  Administration 
(as  set.  up  by  Executive  order  of  the  President  and  apparently  the  first  Admin¬ 
istrator  after  the  Rural  Electrification  Act  became  effective),  and  Mr.  Mapes 
of  the  committee  (pp.  72  and  73  of  the  House  hearings  on  S.  34S3)  : 

“Mr.  Mapes.  It  is  not  quite  clear  to  me  to  just  what  extent  you  enter  this 
field  of  furnishing  or  assisting  in  furnishing  electricity  to  these' rural  commu¬ 
nities. 

“Mr.  Cooke.  You  mean  stirring  them  up? 

“Mr.  Mapes.  No.  You  do  not  propose  to  furnish  electricity  or  to  lend  money 
for  anyone  to  get  electricity  where  it  is  now  available,  as  I  understand f 

“Mr.  Cooke.  Absolutely. 

“Mr.  Mapes.  What  is  the  dividing  line  as  to  where  it  is  available  and  where 
it  is  not  available? 
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“Mr.  Cooke.  That  is  not  a  very  fine  line.  If  the  farmer  has  nut  (jot  it  now, 
anil  it  is  not  available  to  him — that  is,  the  line  does  not  go  within  a  reasonable 
distance  of  him — we  consider  it  not  available. 

“The  electrical  industry  has  taken  the  position,  I  think  not  uniformy  [sic], 
but  it  is  generally  held  that  if  a  company  has  not  advised  us  where  they  pro¬ 
pose  to  build  a  line  and  when,  that  that  is  open  territory  and  no  exception 
can  be  taken  to  our  going  in  and  building  a  line. 

“Just  within  the  last  week  we  have  had  a  letter — just  to  show  you  how  this 
thing  works  out — we  had  a  letter  from  the  president  of  a  prominent  company 
in  one  of  the  Southern  States  claindng  that  we  were  violating  our  rule. 

“We  wrote  him  a  letter  saying  that  that  rule  was  inviolable,  and  that  we 
would  immediately  go  after  it  and  find  what  gave  rise  to  this  rumor.  This 
morning  I  got  word  that  there  was  a  complete  misunderstanding  about  it. 

“That  is  absolute,  Mr.  Mapes.  In  no  place  has  a  single  customer  been  put 
on  where  he  had  the  opportunity  to  get  energy  from  the  private  company  be¬ 
fore  we  began  our  operations. 

“Mr.  Mapes.  Suppose  a  private  company  had  to  make  an  extension,  we 
will  say,  of  half  a  mile  of  a  line.  What  would  you  say  then  ? 

“Mr.  Cooke.  If  they  did  it,  not  after  the  thing  was  first  suggested,  but  after 
the  thing  had  begun  to  take  form  with  us — you  see,  the  companies  have  the  op¬ 
portunity  of  filing  with  us  anything  that  they  propose  to  do.  Some  of  them 
have  done  it.  Some  of  them  have  done  it  in  a  very  general  way,  saying,  ‘This  is 
our  territory  and  we  intend  to  reach  it  in  due  time.’  There  is  one  company 
that  had  a  very  definite  program  of  reaching  practically  everybody  in  a  certain 
district  in  5  years.  The  president  came  in  and  said,  ‘We  realize  that  we  are 
under  pressure  and  we  would  like  to  agree  to  do  that  within  a  year',  and  we 
have  done  what  wTe  could  to  cpiiet  the  public  agitation  there,  and  I  think  they 
will  go  ahead  and  carry  out  their  plan. 

“Mr.  Mapes.  The  language  of  the  bill  is,  in  effect,  that  you  are  to  assist 
in  the  furnishing  of  electricity  in  rural  areas  where  they  are  not  receiving 
central  station  service.  What  is  your  definition  of  central  station  service? 

“Mr.  Cooke.  That  is  to  provide  a  difference  between  the  normal  service  from 
a  powerline  and  individual  Delco  plants.  You  see  you  will  find  plenty  of  places 
where  there  are  Delco  plants  along  the  road  about  as  thick  as  the  central-serv¬ 
ice-station  customers  are  on  other  roads. 

“Mr.  Mapes.  And  under  your  interpretation  of  that,  is  anyone  in  the  rural 
community  who  is  not  receiving  electricity - 

“Mr.  Cooke.  From  a  high  line. 

“Mr.  Mapes.  From  a  high  line? 

“Mr.  Cooke.  Yes. 

“Mr.  Mapes.  You  are  able  to  service  him. 

“Mr.  Cooke.  Yes. 

“Mr.  Mapes.  And  that  includes  villages  up  to  a  population  of  1,500,  as  well 
as  farms. 

“Mr.  Cooke.  Yes.  It  only  refers  to  high-line  service. 

“Mr.  Mapes.  It  does  include  anyone  who  is  not  receiving  high-line  service? 

“Mr.  Cooke.  That  is  right.  And  there  is  no  opposition  from  the  Delco  peo¬ 
ple,  because  the  Delco  people  want  to  see  the  rural  development  *  *  [Em¬ 
phasis  added.] 

Thus  it  appears  that  the  temporary  REA,  which  preceded  the  REA  as  set 
up  by  statute,  did  not  make  loans  to  furnish  electricity  to  unserved  persons  lo¬ 
cated  on,  i.  e.,  adjacent  to,  existing  powerlines,  at  least  where  the  owner  of 
the  lines  was  willing  to  furnish  satisfactory  service  at  a  reasonable  price, 
and  the  House  committee  was  made  aware  of  this  fact.  What  Mr.  Cooke  said 
above  in  connection  with  persons  receiving  electricity  from  a  hig  line  must 
be  considered  together  with  what  he  said  in  connection  with  furnishing  elec¬ 
tricity  to  unserved  persons  where  it  is  already  available  to  such  persons. 

Also  note  the  following  testimony  by  Mr.  Cooke  on  pages  56  and  57  of  the 
above  mentioned  House  hearings : 

“Mr.  Huddleston.  I  am  correct,  am  I  not,  in  saying  that  the  fundamental 
purpose  of  this  bill  is  to  give  electric  service  to  those  who  now  have  not  that 
benefit? 

“Mr.  Cooke.  Those  who  do  not  now  have  it. 

“Mr.  Huddleston.  Yes. 

“Mr.  Cooke.  Yes,  sir:  we  hare  made  the  practice,  absolutely,  Mr.  Huddleston. 
of  not  building  any  competing  lines.  Our  current  only  goes  to  farms  and  farm 
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homes  that  do  not  now  have  it  and  where,  in  a  few  instances,  it  has  teen 
necessary  for  us  to  parallel  an  existing  line  in  order  to  reach  that  market,  we 
have  made  the  rule  that  no  current  is  to  he  taken  off  of  that  line.  In  other 
words,  at  no  point  have  we  competed  with  existing  lines;  and  I  will  be  glad  to 
know  if  any  member  of  this  committee  has  heard  in  any  State  of  a  single  ex¬ 
ception  to  that. 

“Mr.  Huddleston.  May  I  say  that  my  questions  are  not  addressed  to  the 
matter  of  competition  or  duplication  of  service,  but  to  the  fundamental  pur¬ 
poses  of  the  bill.  You  want  to  give  electric  current  to  farmers  who  now 
have  not  got  it. 

“Mr.  Cooke.  That  is  Hght. 

“Mr.  Huddleston.  In  many  instances  it  will  involve  just  a  few  miles  of  line 
to  be  hooked  on  to  an  existing  utility  line?”  [Emphasis  added.] 

It  appears  that  in  view  of  what  Mr.  Cooke  said  (as  quoted  above)  in  regard 
to  unserved  persons  located  on  powerlines  that  it  was  the  practice  of  REA  to 
parallel  existing  lines  only  when  necessary  to  do  so  in  order  to  reach  groups  of  un¬ 
served  persons  located  beyond  existing  powerlines  and  that  in  such  a  case  it  was 
their  rule  that  no  current  was  to  be  taken  off  the  line  constructed  by  REA  funds 
where  it  paralleled  existing  lines. 

Also,  we  again  call  to  your  attention  in  connection  with  the  intent  and  purpose 
of  the  Rural  Electrification  Act  the  following  statement  made  in  the  House 
during  floor  debate  on  S.  3483  : 

“Mr.  Rayburn.  May  I  say  to  the  gentleman  that  we  are  not,  in  this  bill,  in¬ 
tending  to  go  out  and  compete  with  anybody.  By  this  bill  we  hope  to  bring 
electrification  to  people  who  do  not  now  have  it.  This  bill  was  not  written  on 
the  theory  that  we  were  going  to  punish  somebody  or  parallel  their  lines  or  enter 
into  competition  with  them.  It  was  our  thought  that  in  the  States  where  elec¬ 
tricity  is  now  generated  and  distributed  the  laws  of  that  State  would  control 
the  rates.  May  I  say  further  that  the  Rural  Electrification  Administration  will 
have  nothing  whatever  to  do  with  the  rates  that  may  be  fixed  in  these  communi¬ 
ties,  for  the  simple  reason  that  matter  will  be  controlled  by  State  law.”  [Em¬ 
phasis  added.]  [80  Congressional  Record  5283,  p.  5.] 

We  feel  that  the  proper  interpretation  of  this  statement  in  the  light  of  the 
House  hearings  is  that  the  sponsor  of  the  bill  in  the  House  did  not  contemplate 
the  paralleling  of  existing  lines,  at  least  for  the  purpose  of  furnishing  electricity 
to  unserved  persons  located  on  those  lines,  and  that  the  “persons  who  do  not 
now  have  it”  referred  to  in  the  statement  are  those  not  located  on  powerlines,  but 
those  located  beyond,  or  at  least  not  within  a  reasonable  distance  (as  determined 
by  the  Administrator  of  REA)  of,  powerlines. 

Concerning  the  administrative  practice  of  REA  being  contrary  to  the  position 
taken  in  our  letter  of  July  21,  1958,  we  again  call  your  attention  to  the  following 
statements  made  by  a  former  Solicitor  of  your  Department  in  Opinion  No.  4506 
dated  November  24,  1942  (appearing  at  p.  498  Rural  Electrification  Planning, 
Hearing  Before  a  Subcommittee  on  Interstate  and  Foreign  Commerce)  : 

“A  study  of  the  debates  in  Congress  and  the  committee  hearings  indicates  that 
this  provision  was  inserted  because  of  a  legislative  intent  to  exclude  loans  for 
the  purpose  of  parallelling  existing  systems  and  thus  creating  competition  with 
established  utilities.  *  *  * 

******* 

“*  *  *  Practically  the  entire  debate  on  the  limiting  clause  here  under  dis¬ 
cussion  centered  about  the  question  of  competition.  It  seems  clear  from  the 
legislative  history  that  the  intent  of  the  limitation  was  to  prevent  loans  that 
would  create  federally  financed  competition  with  existing  utility  enterprises.  It 
appears  to  be  evident  that  the  limitation  was  not  intended  to  prevent  loans,  other¬ 
wise  valid,  merely  because  of  the  fact  that  persons  already  receiving  service 
would  be  collaterally  involved. 

“Wliere  the  effect  of  a  proposed  loan,  regardless  of  its  essential  purpose,  tcould 
be  to  substitute  a  competitive  REA-flnanced  service  to  persons  already  served, 
the  loan  may  not  be  made.  For  example,  it  is  my  opinion  that  a  competing  line 
could  not  be  financed  even  though  it  were  only  a  small  part  of  a  system  designed 
to  reach  unserved  persons  and  even  though  the  project  could  not.  properly  be 
developed  without  such  competing  line.  This  question  was  involved  in  the  case 
of  Alabama  Power  Company  v.  John  M.  Carmody,  Administrator  (United  States 
District  Couit  for  the  District  of  Columbia.  In  Equity  No.  65469,  decided  in 
October  1937).  Justice  Daniel  W.  O’Donoghue  denied  a  motion  for  an  injunc¬ 
tion  restraining  the  REA  Administrator  from  financing  certain  competing  lines. 
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The  defendant’s  case  was  presented  and  argued  on  the  ground  that  the  plaintiff’s 
lines  were  ‘spite  lines’  constructed  after  the  cooperative  was  organized  for  the 
purpose  of  hampering  or  defeating  [sic]  the  REA  project  and  hence  not  entitled 
to  the  protection  of  the  limitation  in  the  REA  statute.  The  judge  did  not  write 
an  opinion  but  in  oral  statements  at  the  conclusion  of  the  argument  on  October  7. 
1937,  he  indicated  that  his  denial  of  the  motion  was  not  based  upon  the  'spite 
line’  theory  but  upon  a  much  broader  theory,  namely,  that  the  competing  lines 
could  be  financed  because  they  were  necessary  in  order  to  serve  large  numbers  of 
unserved  persons  in  other  areas  of  the  project.  This  oral  opinion  from  a  very 
able  judge  is  interesting  but,  in  view  of  the  pleadings  and  formal  record  in  this 
case,  the  decision  cannot  be  regarded  as  authority  for  a  power  to  finance  com¬ 
peting  lines  except  in  spite-line  situations. 

♦  *  *  *  *  *  *: 

“In  the  above  analysis  I  have  endeavored  to  delimit  and  point  the  issue  by 
reference  to  situations  which  fall  clearly  within  the  implied  prohibition  of  the 
clause  here  under  discussion:  (1)  The  financing  of  facilities  which  compete  di¬ 
rectly  with  existing  business,  regardless  of  the  fact  that  such  competing  'aeili- 
ties  might  contribute  materially  to  the  construction  of  a  system  to  serve  un served 
persons;  and  (2)  the  financing  of  acquisitions  in  respect  of  which  there  is 
wholly  lacking  the  essential  statutory  purpose  of  serving  unserved  persons.” 

It  is  emphasized  that  the  Solicitor  stated  that  in  his  opinion  a  competing  line 
could  not  be  financed  even  though  it  were  only  a  small  part  of  a  system  designed 
to  reach  unserved  persons  and  even  though  the  project  could  not  be  properly  de¬ 
veloped  without  such  competing  line.  The  view  expressed  in  our  letter  of  July 
21,  was  intended  to  be  confined  only  to  loans  for  furnishing  electricity  to  unserved 
persons  located  on,  i.e.,  adjacent  to,  powerlines.  Further,  note  that  the  Solicitor 
also  said  that  a  situation  which  falls  clearly  within  the  central  station  service 
limitation  is  the  financing  of  facilities  which  compete  directly  with  existing 
business  regardless  of  the  fact  that  such  competing  facilities  might  contribute 
materially  to  the  construction  of  a  system  to  serve  unserved  persons.  This 
opinion  seems  to  substantiate  the  conclusion  reached  in  our  letter  of  July  21 
as  clarified  herein.  In  fact  this  opinion  appears  to  be  more  restrictive  than 
the  intended  scope  of  the  statement  made  in  our  letter  to  you  in  cotmci  tion 
with  the  unserved  person  limitation.  The  quoted  statements  in  the  opinion 
appear  to  indicate  that  the  Solicitor  felt  that  the  competition  referred  to  was 
not  only  competition  with  persons  already  served  but  competition  which  might 
be  created  in  connection  with  serving  unserved  persons.  However,  as  -fated 
before,  we  did  not  intend  to  imply  in  our  letter  that  loans  could  not  be  made  to 
serve  un served  persons  located  beyond,  i.e.,  not  located  on  or  adjacent  to  exist¬ 
ing  power  lines,  even  though  such  a  loan  might  have  the  effect  of  creating  com¬ 
petition  with  existing  utilities. 

From  the  foregoing  it  does  not  appear  that  the  administrative  interpretation 
of  the  act  as  expressed  in  the  cited  opinion  is  diametrically  opposed  to  the  views 
expressed  in  our  letter  of  July  21  concerning  the  central  station  service  limi  ition 
as  herein  clarified. 

Concerning  the  position  taken  by  us  in  the  past  on  REA  loans,  as  indicated 
in  the  Acting  Secretary’s  letter,  we  said  in  a  letter  dated  March  12,  1943, 
B-32920,  to  the  chairman,  Subcommittee  on  Agricultural  Appropriations.  House 
of  Representatives  that : 

“Of  course,  the  question  as  to  whether  the  basic  purpose  of  a  proposed  h  an  in 
a  particular  case  is  to  provide  electric  service  to  unserved  persons  in  rural 
areas  is  a  matter  for  determination  administratively,  rather  than  by  this  <  rtice, 
after  a  thorough  consideration  of  the  pertinent  facts  and  circumstances  in  the 
case.” 

We  continued  by  saying : 

“And,  while  it  is  realized  that  the  accomplishment  of  the  essential  statutory 
purpose  of  a  loan  of  the  type  here  involved  which  is  presented  to  the  Administra¬ 
tor  for  approval  at  this  time  would  be  delayed,  in  all  probability,  until  after  the 
cessation  of  the  present  emergency  because  of  the  shortage  of  critical  materials 
required  in  connection  with  the  erection  of  the  facilities  contemplated  i  hereby, 
it  would  seem  that,  in  view  of  the  authority  which  the  Congress  has  vested  in  the 
Administrator  and  in  the  absence  of  any  statutory  provision  prohibii  ing  the 
use  of  appropriated  funds  for  the  purpose  of  such  a  loan,  the  determination  made 
by  the  Administrator  with  respect  to  the  question  as  to  the  approval  of  the  loan 
must  be  regarded  as  a  matter  of  policy  and,  therefore,  not  subject  to  review  by 
this  Office.” 
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As  can  be  seen  from  the  foregoing,  the  question  involved  in  the  cited  letter 
was  the  authority  of  the  Administrator  to  approve  a  loan  to  furnish  electricity 
to  unserved  persons  in  a  case  where  this  accomplishment  (furnish  electricity 
to  the  unserved  persons)  would  be  delayed  until  the  cessation  of  World  War  II. 
We  indicated,  in  effect,  that  since  the  statutory  purpose  was  present  and  in  the 
absence  of  any  statutory  provision  prohibiting  the  use  of  appropriated  funds  for 
such  a  purpose,  the  determination  of  the  Administrator  to  approve  a  loan  where 
the  accomplishment  of  the  statutory  purpose  will  be  delayed  is  a  matter  of  iwlicy 
and  therefore  not  subject  to  review.  However,  we  do  not  feel  that  a  determi¬ 
nation  by  the  Administrator  as  to  whether  a  persons  is  or  is  not  receiving  central 
.station  service  is  a  matter  of  policy  and  not  subject  to  review,  but  is  rather  a 
question  of  fact.  Moreover,  in  this  same  connection  in  a  letter  to  another  Con¬ 
gressman  dated  February  3,  1943,  we  made  the  following  statement : 

*•*  *  *  in  this  connection  it  may  be  stated  that  the  question  as  to  whether 
the  basic  purpose  of  a  proposed  loan  in  a  particular  case  is  to  provide  electric 
service  to  unserved  persons  in  rural  areas  is  a  matter  for  determination  ad¬ 
ministratively,  rather  than  by  this  Office,  after  a  thorough  consideration  of  the 
pertinent  facts  and  circumstances  in  the  case,  and  subject  to  the  limitation  that 
the  Administrator's  decision  in  this  regard  may  not  he  abused.”  [Emphasis 
added.] 

In  any  event,  whether  or  not  we  have  the  authority  to  review  loans  made  by 
the  Administrator  of  REA  with  a  view  to  taking  exception  thereto  or  disallowing 
same,  we  have  both  the  authority  and  the  duty  under  the  Budget  and  Accounting 
Act  of  1921,  as  amended,  title  31,  United  States  Code,  to  report  to  the  Congress 
any  transaction  of  an  executive  department  which  we  feel  contrary  to  the 
intent  of  statutes  enacted  by  the  Congress  for  whatever  action  the  Congress 
deems  appropriate.  Further  we  do  not  consider  anything  we  said  in  our  letter 
of  July  21  to  be  diametrically  opposed  to  the  views  of  this  Office  as  set  forth 
by  previous  Comptrollers  General. 

The  facts  in  the  cited  case  of  Kansas  City  Power  and  Light,  et  al.,  v.  McKay  et 
al.,  115  F.  Supp.  402.  do  not  appear  to  be  the  same  as  the  facts  involved  in  the 
matter  before  us.  Furthermore,  we  note  on  appeal  the  United  States  Court 
of  Appeals  for  the  District  of  Columbia  (90  U.S.  App.  D.C.  273),  vacated  the 
judgment  of  the  district  court,  although  without  passing  on  the  substantive 
issues  involved,  and  held,  in  effect,  that  the  plaintiffs  had  no  standing  to  sue. 
In  any  event,  as  indicated  above  it  does  not  appear  the  circumstances  involved 
in  the  cited  court  case  were  the  same  as  those  present  in  the  instant  case,  nor 
the  same  as  those  we  had  in  mind  in  connection  with  the  central  station  service 
limitation.  We  would  like  to  say  here  that  the  views  expressed  in  the  letter 
of  July  21  were  not  intended  to  apply  to  REA  loans  made  for  the  purpose  of 
“heavying  up”  facilities  previously  constructed  with  REA  loan  funds. 

Concerning  the  prior  Federal  and  State  court  proceedings  in  the  instant  case, 
neither  the  Federal  nor  the  State  courts  passed  on  the  validity  of  the  instant 
loan.  As  we  understand  it.  the  Federal  courts  held  that  on  the  basis  of  Kansas 
City  Power  and  Light  v.  McKay  (96  U.S.  App.  D.C.  273) ,  the  plaintiff  had  no  stand¬ 
ing  to  sue  and  did  not  go  into  the  substantive  issues  involved.  The  case  in  the 
Iowa  State  court  apparently  involved  the  matter  of  franchises  rather  than  the 
validity  of  the  loan.  Hence,  our  views  would  not  appear  contrary  to  any  court 
decisions  rendered  in  connection  with  the  instant  case. 

As  to  the  weight  to  be  given  administrative  determinations,  we  agree  that 
the  primary  responsibility  under  the  REA  Act  for  determining  whether  a  pro¬ 
posed  loan  meets  statutory  tests  is  lodged  in  the.  Administrator.  We  also  agree 
that  such  determinations  merit  considerable  respect  and  weight  and  it  is  our 
policy  to  give  considerable  weight  and  respect  to  administrative  determinations. 
However,  if  a  determination  which  may  be  legally  supportable  under  the  strict 
letter  of  a  statute  is  considered  by  us  to  be  contrary  to  the  evident  spirit  and 
intent  of  the  Congress  in  enacting  that  statute  as  disclosed  by  the  legislative 
history  thereof,  we  feel  we  have  a  duty  under  the  Budget  and  Accounting  Act 
of  1921,  as  amended,  to  report  the  matter  to  the  Congress  for  whatever  action 
the  Congress  deems  appropriate. 

The  Acting  Secretary  now  advises  that  REA  has  kept  the  Congress  fully  in¬ 
formed  of  its  activities  over  the  years  and  indicates  that  the  Congress  has 
acquiesced  in  REA's  making  loans  for  the  purpose  of  serving  any  unserved 
persons ;  and  that  it  has  been  REA’s  uniform  administrative  practice  over  the 
past  22  years  to  make  loans  to  bring  electric  service  to  all  unserved  j>ersons 
in  rural  areas,  and  reiterates  that  this  has  been  so  without  regard  to  the  “avail¬ 
ability”  of  service  from  other  sources.  As  indicated  in  our  discussion  above. 
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we  have  considerable  doubt  that  the  legislative  history  of  the  Rural  Electritica- 
tion  Act,  taken  as  a  whole,  contemplated  the  making  of  a  loan  to  furnish  electric 
energy  to  an  unserved  person  located  on  an  existing  powerline,  i.e.,  where  the 
property  to  be  served  is  alongside  of  powerlines  and  the  owner  of  the  powerlines 
is  ready,  willing,  and  able  to  furnish  adequate  central-station  service  to  such 
unserved  person  at  a  reasonable  price.  However,  the  long-continued  practice 
as  reported  by  the  Acting  Secretary,  if  carried  on  wit li  congressional  knowledge 
would  tend  to  support  the  Department’s  position  or,  at  least,  indicate  congres¬ 
sional  acquiescence  in  the  practice  followed  by  the  Department.  In  view  of  the 
foregoing  we  will  take  such  action  as  may  be  necessary  to  insure  congressional 
knowledge  of  the  interpretation  of  the  act  by  REA  and  the  practice  followed 
by  including  a  discussion  of  the  matter  in  the  report  referred  to  in  the  last 
paragraph  of  this  letter. 

Concerning  that  portion  ($120,000)  of  the  loan  of  $11,178,000  made  by  REA 
to  CIPCO  (the  specific  case  involved  in  our  letter  of  July  21),  the  record  before 
us  disclosed  that  a  plant  of  Lehigh  located  on  a  tract  of  ground  outside  the 
town  of  Lehigh,  Iowa,  was  being  furnished  25-cycle  electric  service  by  the  Fort 
Dodge,  Des  Moines,  &  Southern  Railway  Co.  (Railway  Co),  the  predecessor  of 
the  Iowa-Illinois  Gas  &  E'ectric  Co.  (Iowa-Illinois),  at  the  time  the  loan  to 
CIPCO  was  made.  Prior  to  the  making  of  the  above  referred  to  loan,  it  appears 
that  Lehigh  decided  to  build  another  building  or  plant  on  the  same  tract  of 
ground,  approximately  160  feet  away  from  its  existing  plant,  and  to  operate 
both  plants  or  buildings,  apparently  as  separate  entities.  Lehigh  contemplated 
using  machinery  in  the  new  plant  which  would  require  60-cycle  electric  service. 
It  appeared  that  by  letter  dated  May  19,  1955  (confirming  a  discussion  field  on 
May  10.  1955),  the  Railway  Co.  offered  to  supply  60-cycle  electric  service  to 
Lehigh.  Further,  it  appeared  from  the  record  that  the  Railway  Co.  again, 
orally,  on  September  28.  1955,  offered  to  furnish  Lehigh  60-cycle  service  for 
its  proposed  new  plant  and  confirmed  such  offer  in  writing  by  letter  dated  Oc¬ 
tober  4,  1955.  Lehigh,  however,  apparently  did  not  desire  to  accept  such  service 
from  the  Railway  Co.  on  the  ground  that  the  rate  quoted  by  the  company  would 
prevent  Lehigh  from  producing  its  products  at  a  competitive  price.  It  appeared 
that  T.eMgh  entered  into  negotiations  with  Greene  County  for  60-cycle  service 
and,  subsequent  to  the  date  of  the  above  referred  to  loan,  entered  into  a  contract 
with  Greene  County  for  such  service. 

The  Acting  Secretary  contends  that  our  letter  of  July  21  leaves  the  impression 
that  the  facilities  of  the  member  cooperative  were  remote  from  the  proposed  new 
plant  of  Lehigh  and  that  the  only  electric  facilities  in  the  vicinity  were  those  of 
the  Railway  Co.  He  says  the  facts  are  not  only  that  the  Greene  County  facili¬ 
ties  were  in  the  immediate  vicinity  of  the  proposed  new  plant  but  also  that 
Greene  County  was  actually  serving  a  structure  on  this  tract  of  land.  The 
Acting  Secretary  further  says  that  our  letter  indicates  that  Greene  County  made 
a  move  to  serve  the  new  Lehigh  plant  only  after  the  Railway  Co.  had  considered 
serving  it,  but  the  fact  is  that  Greene  County  had  been  approached  and  thereupon 
had  undertaken  negotiations  with  Lehigh  during  the  same  period  the  Railway 
Co.  indicated  its  desire  or  ability  to  serve  the  proposed  new  plant. 

We  made  no  statement  to  the  effect  that  the  only  electric  facilities  in  the 
vicinity  were  those  of  the  Railway  Co.  and  did  not  intend  to  leave  that  impres¬ 
sion.  We  did  not  consider  the  fact  that  Greene  County  was  serving  the  residence 
(owned  by  Lehigh  and  on  the  same  tract  of  ground  as  the  proposed  new  plant) 
of  the  kiln  foreman  particularly  significant  in  connection  with  the  use  of  the 
portion  of  the  loan  in  question  or  with  the  determination  that  Lehigh  at  its  new 
plant  was  a  person  not  receiving  central-station  service.  While  your  Depart¬ 
ment’s  prior  reports  to  us  indicated  Greene  County  was  furnishing  electric- 
energy  to  the  kiln  foreman’s  residence,  apparently  the  purpose  of  such  reference 
was  to  indicate  that  each  structure  on  the  same  tract  of  land,  depending  on  its 
vse,  might  be  considered  a  separate  entity.  We  would  like  to  point  out  here  that 
the  proposed  new  plant  was  to  be  used  for  the  same  general  purposes  as  the  old 
plant,  apparently  to  manufacture  sewer  pipe  and  tile.  Furthermore,  it  has  been 
reported  that  the  same  clay-removal  and  clay-transportation  facilities,  carpenter 
and  machine  shops  are  used  in  connection  with  both  the  old  and  the  new  plants. 
Hence,  it  could  not  accurately  be  stated  that  the  new  plant  is  a  completely 
separate  and  independent  entity.  As  to  the  date  Lehigh  entered  into  negotiation 
with  Greene  County,  we  had  and  have  no  specific  knowledge  thereof  and  the 
reports  furnished  us  by  your  Department  in  connection  with  the  matter  do  not 
contain  such  information  nor  does  the  Acting  Secretary’s  letter.  It  appeared 
from  the  record  before  us  at  the  time,  however,  that  the  Railway  Co.  entered  into 
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negotiations  with  Lehigh  on  May  10,  li>55,  and  we  assumed  (since  Lehigh  indi¬ 
cated  Greene  County  was  the  only  supplier  who  could  furnish  it  the  quality  and 
quantity  of  electricity  it  required  at  a  price  that  would  enable  it.  to  produce  its 
products  at  a  competitive  price)  that  Greene  County  entered  into  negotiations 
sometime  thereafter.  In  any  event,  it  appeared  from  the  record  that  the  Rail¬ 
way  Co.  offered  to  furnish  60-cycle  service  to  the  proposed  new  plant  approxi¬ 
mately  4  months  prior  to  the  date  (September  9,  1955)  the  $11,173,000  loan  to 
CIPCO  was  approved  and,  of  course,  prior  to  the  date  Lehigh  entered  into  its 
power  contract  with  Greene  County,  this  latter  date  being  subsequent  to  the  date 
of  approval  of  the  CIPCO  loan. 

As  to  whether  the  facilities  which  the  REA  loan  was  financing  would  supplant 
or  perform  the  function  theretofore  being  performed  by,  or  reduce  the  value  of, 
existing  facilities  of  the  Railway  Co.,  we  understand  that  the  town  of  Lehigh, 
which  apparently  was  a  customer  of  the  Railway  Co.  and  its  successor,  Iowa- 
Ulinois  Gas  &  Electric  Co.,  terminated  its  service  from  Iowa-Illinois  and  now 
buys  its  power  from  Greene  County  through  the  so-called  Lehigh  tap.  We  realize, 
of  course,  that  the  central-station-service  limitation  does  not  necessarily  preclude 
REA  loans,  otherwise  valid,  because  of  the  fact  persons  already  receiving  cen¬ 
tral-station  service  would  be  collaterally  involved. 

The  Acting  Secretary  also  says  that  a  misleading  impression  is  also  given  by 
our  reference  in  our  prior  letter  to  “a  notification  or  adjustment”  of  the  existing 
Railway  Co.  service  as  being  all  that  was  involved  in  supplying  the  new  plant’s 
electric  needs  since  substantial  new  construction  was  required  to  furnish  the 
proposed  new  plant  60-cycle  service.  While  it  may  be  that  substantial  new 
electric  facilities  had  to  be  constructed  to  furnish  power  to  the  proposed  Lehigh 
plant,  it  appears  the  Railway  Co.  could  also  have  used,  at  least  to  some  extent, 
its  existing  facilities  (the  facilities  used  to  furnish  power  to  the  old  plant). 
Since  this  would  appear  to  be  the  case,  it  appears  that  construction  of  the 
Lehigh  tap  had  the  effect  of  paralleling,  in  some  degree,  an  existing  power 
system  which  was  furnishing  power  to  Lehigh’s  old  plant  located  on  the  same 
tract  of  ground,  approximately  160  feet  away  from  the  proposed  new  plant. 
Therefore,  and  since  the  Railway  Co.  was  furnishing  Lehigh  25-cycle  service 
and  Lehigh  desired  60-cycle  service  for  its  proposed  new  plant  and  the  Railway 
Co.  apparently  had  poles  and  power  lines  running  to  the  old  plant,  we  considered 
the  furnishing  of  60-cycle  service  a  nn  >dification  or  adjustment  of  the  type  of 
service  Lehigh  was  presently  receiving,  that  is,  a  change,  a  different  type  service, 
even  though  certain  construction  had  o  be  undertaken  to  furnish  the  new  type 
service. 

The  Acting  Secretary’s  letter  continues,  in  pertinent  part : 

“The  decision  also  omits  significant  tacts  concerning  the  background,  nature, 
and  status  of  the  electric  service  being  furnished  by  Railway  Co.  This  company 
initially  undertook  electric  service  to  third  parties  merely  as  a  minor  incident 
of  its  electric-railway  operations;  upon  converting  its  railway  operations  from 
electric  to  diesel  in  1955.  it  sought  to  dispose  of  its  incidental  electric  properties 
and  leave  the  power-supply  business.  Accordingly,  for  some  time  it  has  made  no 
effort  to  keep  its  electric  facilities  in  modern  condition,  and  the  faulty  and  inade¬ 
quate  character  of  its  service  had  for  ome  time  been  the  subject  of  widespread 
complaint  among  its  consumers.  In  1956,  Railway  Co.  even  offered  to  sell  all  its 
electric  facilities  to  CIPCO  and  Greene  County.  It  is  against  this  background, 
and  against  the  background  of  the  ob  olete  character  of  the  Railway  Co.  service 
to  the  old  Lehigh  plant,  that  the  negotiations  between  Greene  County  and  Lehigh 
with  respect  to  the  new  plant  must  be  viewed.  The  25-cycle  service  being  ren¬ 
dered  by  Railway  Co.  to  the  old  Lehigh  plant  was  of  a  character  which  would 
have  precluded  Lehigh,  as  stated  by  its  officers,  from  undertaking  the  construc¬ 
tion  of  a  truly  modern,  economical,  and  efficient  new  pipe-  and  tile-manufactur¬ 
ing  plant.” 

While  your  Department  in  its  letter  of  May  5,  1958,  advised  us  that  had  an 
administrative  finding  been  made  that  Lehigh  was  not  receiving  adequate  central 
station  service  from  the  Railway  Co.,  it  believed  that  such  a  determination 
would  have  been  administratively  justifiable  and  legally  supportable,  it  does  not 
appear  that  such  a  determination  was  in  fact  made.  The  fact  that,  in  1956, 
the  Railway  Co.  had  offered  to  sell  its  facilities  would  not  appear  pertinent  to 
the  question  involved  here  since  the  purchaser  would  apparently  have  had  to 
buy  subject  to  any  contracts  which  the  Railway  Co.  had  with  its  customers. 
Further,  while  it  may  be  that  the  25-cycle  service  being  furnished  by  the  Railway 
Co.  to  Lehigh’s  old  plant  was  of  a  type  which  would  have  precluded  Lehigh 
from  undertaking  the  construction  of  a  modern,  economical,  and  efficient  new 
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plant,  as  indicated  in  our  letter  of  July  21,  the  Railway  Co.  had  offered  (prior 
to  the  date  of  the  loan  involved  here  and  prior  to  the  approval  of  the  use  of 
$120,000  of  the  loan  funds  to  construct  the  Lehigh  tap),  to  furnish  Lehigh  the 
type  of  service  it  (Lehigh)  wanted  for  its  proposed  new  plant,  apparently  at  a 
reasonable  price. 

The  Acting  Secretary  says  that  the  circumstances  surrounding  the  decision 
of  Lehigh  to  build  its  new  plant  on  the  site  in  question  negates  any  inference 
that  the  new  plant  had  any  connection  whatsoever  with  the  old  plant,  and  that 
any  attempt  to  identify  the  new  plant  and  the  old  plant  asi  parts  of  the  same 
electric  load  is  further  negated  by  the  difference  in  capital  investment  between 
the  two  plants  and  the  difference  in  peak  kilowatt  demand  and  kilowatt-hour 
consumption  per  year  between  the  new  and  old  plants.  We  do  not  feel  that 
these  differences,  even  though  substantial  (capital  investment,  old  plant  $259,790, 
new  plant  (proposed)  $1,379,819;  peak  kilowatt  demand  and  kilowatt-hour  per 
year,  old  plant  240  kilowatts  and  400,000  kilowatt-hours,  respectively,  new  plant 
(estimated)  1,000  kilowatts  and  1,800,000  kilowatt-hours,  respectively),  are 
necessarily  determinative  of  the  question  as  to  whether  Lehigh  is  but  a  single 
person  with  respect  to  the  old  and  new  plants  (the  new  plant  apparently  being 
located  approximately  160  feet  from  the  old  plant  on  the  same  tract  of  land). 
In  connection  with  whether  the  two  plants  should  be  considered  a  single  person, 
we  understand  that  the  existing  power  supplier  terminated  its  25-cycle  service 
to  Lehigh’s  old  plant  and  that  Greene  County  is  now  furnishing  60-cycle  service 
to  both  the  old  and  new  plants  and  metering  it  through  a  single  metering  station. 
In  other  words,  Lehigh,  as  to  both  its  new  and  old  facilities,  is  being  treated  as  a 
single  customer  by  Greene  County.  Also,  we  understand  that  Greene  County 
has  a  published  rule  forbidding  the  combining  of  two  or  more  customers  on  a 
single  meter. 

The  Acting  Secretary’s  letter  continues : 

“There  is,  further,  abundant  evidence  that  CIPCO  would  have  built  the  so-called 
Lehigh  tap  even  without  the  Greene  County-Lehigh  contract,  because  the  coopera¬ 
tive  had  to  undertake  to  supply  many  of  its  members  from  a  new  load  center 
which  was  to  be  connected  through  this  Lehigh  tap.  In  fact,  Greene  County  is 
now  serving  through  this  line  307  of  its  members,  in  addition  to  the  new 
Lehigh  plant.” 

While  it  may  be  that  CIPCO  would  have  built  the  Lehigh  tap  even  without 
the  Greene  County-Lehigh  contract,  the  Acting  Secretary  does  not  say  that  use 
of  the  loan  funds  for  such  construction  would  have  been  authorized  on  the 
basis  of  serving  the  307  members  mentioned  above,  absent  the  Lehigh  power  load. 
While  your  Department’s  prior  reports  to  us  in  the  matter  make  reference  to  the 
fact  that  the  Lehigh  tap  is  also  serving  307  farm  consumers  of  Greene  County, 
there  is  nothing  to  indicate  that  the  furnishing  of  such  service  was  for  considera¬ 
tion  in  determining  the  propriety  of  the  use  of  the  loan  funds  to  construct  the 
Lehigh  tap  or  that  such  fact  could  be  taken  into  consideration  in  connection  with 
the  determination  that  Lehigh  at  its  new  plant  was  a  person  not  receiving 
central-station  service.  Presumably  REA  was  aware  that  the  Lehigh  tap  was 
to  be  used  to  serve  307  farm  customers  of  Greene  County  when  it  returned  the 
Greene  County-Lehigh  power  contract  without  approval  on  or  about  November 
15,  1955,  because  it  appeared  that  Lehigh  “was  then  receiving  25-cycle  electric 
service  from”  the  Railway  Co.  Furthermore,  it  appears  from  the  record  that 
the  proposed  service  to  the  Lehigh  Sewer  Pipe  &  Tile  Co.  was  the  principal 
justification  for  the  transmission-line  tap  and  the  new  substation.  We  assume 
from  the  foregoing  that  use  of  the  loan  funds  for  construction  of  the  Lehigh 
tap  would  not  have  been  authorized  absent  the  furnishing  of  power  to  Lehigh. 

The  Acting  Secretary  contends  that  the  statement  in  our  letter  that  the  old 
plant  was  receiving  central-station  service  is’  of  questionable  validity.  While 
that  may  be,  as  indicated  above,  the  record  shows  that  the  use  of  the  loan  funds 
for  construction  of  the  Lehigh  tap  was  not  approved  by  REA  in  November  1955 
and  that  REA  withheld  approval  because  sufficient  evidence  was  not  presented 
to  show  that  Lehigh  was  an  eligible  beneficiary  of  REA  loan  funds  because  of 
the  central-station  service  to  the  old  plant.  Furthermore  the  administrative 
determination  by  REA  to  the  effect  that  Lehigh  at  its  new  plant  was  a  person 
not  receiving  central-station  service,  apparently  ( in  view  of  all  the  facts  and 
circumstances)  implies  that  Lehigh  at  its  old  plant  was  receiving  central-station 
service,  otherwise  there  would  have  been  no  necessity  for  qualifying  the  adminis¬ 
trative  determination  by  referring  only  to  the  new  plant.  Further,  the  Depart¬ 
ment’s  previous  reports  to  us  made  no  mention  of  complaints  of  the  adequacy 
of  the  central  station  service  being  furnished  Lehigh,  nor  did  the  reports  indicate 
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that  the  administrative  findings  concerning  the  new  plant  was  based,  in  part,  on 
the  complaint s  of  the  adequacy  of  the  service  to  the  old  plant. 

The  Acting  Secretary  further  states  that  there  is  considerable  doubt  that  the 
25-cycle  sex-vice  that  was  being  furnished  by  the  Railway  Co.  constitutes  adequate 
central-station  service  in  this  country  at  the  present  time,  since  60-cycle  service 
is  standard  and  electrical  appliances  and  equipment  are  designed  and  manu¬ 
factured  for  60-cycle  operation.  While  this  may  very  well  be,  it  does  not  appear, 
as  indicated  above,  that  REA  made  any  administrative  determination  to  the 
effect  that  Lehigh  was  not  receiving  adequate  central-station  service  at  its 
old  plant. 

As  to  whether  the  offer  of  the  power  supplier  of  the  old  plant  to  furnish 
adequate  central-station  service  to  the  new  plant  could  have  been  carried  into 
effect,  there  was  nothing  in  the  i-ecord  before  us  to  indicate  that  the  Railway 
Co.,  at  the  time  it  made  the  offer,  could  not  have  carried  it  into  effect.  We 
i-ealize  that  it  would  have  been  necessary  for  the  Railway  Co.  to  construct  cer¬ 
tain  additional  facilities  (at  a  cost  of  approximately  $100,000  according  to 
the  Acting  Secretary’s  letter)  in  order  to  carry  out  its  offer.  Further,  while 
it  may  be  that  the  Railway  Co.  and  Iowa-Ulinois  did  not  have  the  necessary 
franchise  required  to  undertake  such  consti-uction,  there  is  nothing  in  the 
record  to  indicate  that  either  would  have  been  unable  to  obtain  such  a  fran¬ 
chise,  had  either  entered  into  a  contract  to  supply  Lehigh  electricity,  since  each 
furnished  25-cycle  service  to  Lehigh.  Further,  there  was  nothing  in  the  prior 
record  to  indicate  that  the  Railway  Co.  did  not  have  a  franchise  to  furnish 
25-cycle  service  to  the  old  plant  or  that  it  could  not  have  obtained  one  at  the 
time  it  made  the  offer  to  furnish  60-cycle  service  to  Lehigh’s  proposed  new 
plant.  It  appears  that  CIPCO  was  not  granted  a  franchise  to  construct  the 
Lehigh  tap  until  August  28,  1956,  i.e.,  after  Gi-eene  County  entered  into  the  con¬ 
tract  with  Lehigh  and  after  REA  approved  the  use  of  the  loan  funds  to  construct 
the  Lehigh  tap.  In  any  event,  if  the  Administrator  of  REA  had  determined  at 
the  time  the  use  of  the  loan  funds  for  the  purpose  in  question  was  approved, 
that  the  existing  power  supplier  to  the  old  plant  could  not  have  obtained  the 
necessary  franchise  to  furnish  power  to  the  new  plant,  and  we  had  been  so  advised 
in  either  of  your  Department’s  two  prior  reports,  then  we  would  not  have  felt 
it  necessary  to  take  any  action  in  the  matter. 

Also,  while  it  may  be  that,  in  the  instant  case,  Greene  County  could  furnish 
power  somewhat  cheaper  than  the  existing  power  supplier,  it  appeared  from  the 
record  before  us  that  the  price  at.  which  the  existing  supplier  had  offered  to 
furnish  power  was  reasonable,  although  Lehigh  alleges  it  could  not  produce  its 
product  competitively  at  the  price  at  which  the  power  supplier  of  the  old  plant 
had  offered  to  furnish  service.  In  any  event,  in  the  absence  of  a  determination 
by  the  Administrator  of  REA  that  the  price  at  which  the  existing  power  supplier 
offei-ed  60-cycle  service  to  Lehigh  was  unreasonable,  we  assumed  the  price  was 
reasonable. 

The  Acting  Secretai-y  summarizes  the  following  facts  and  states  that,  on  the 
basis  of  these  and  other  relevant  facts  and  circumstances,  the  REA  Administrator 
found,  and  your  Department  thinks  properly  so,  that  Lehigh  at  its  new  plant  (ap¬ 
parently  as  distinguished  from  its  old  plant)  is  a  person  not  receiving  central 
station  service : 

“*  *  *  (1)  the  electric  facilities  serving  Lehigh's  old  plant  could  not  without 
major  rehabilitation  and  construction  be  utilized  to  serve  the  new  plant;  (2) 
the  power  requirements  of  the  new  plant  greatly  exceed  and  overshadow  the  elec¬ 
trical  requirements  of  the  existing  old  plant;  (3)  Lehigh’s  capital  investment  in 
the  new  premises  greatly  exceeds  and  overshadows  its  capital  investment  in  the 
old  plant;  (4)  the  capital  investment  required  for  providing  electric  service  to 
the  new  plant,  regardless  of  the  supplier,  is  very  substantial  (in  this  case  in  the 
order  of  $100,000)  and  greatly  exceeds  and  ovei-shadows  the  capital  investment 
in  electric  facilities  serving  the  old  plant;  (5)  the  location  and  scope  of  the  new 
plant  were  determined  by  Lehigh  in  the  light  of  a  desired  new  electric  supplier ; 
(6)  the  operation  of  the  new  plant  was  completely  independent  of  the  operation 
of  the  old  plant;  and  (7)  Gi-eene  County  had  been  serving,  since  1952,  a  Leliigh- 
owned  residence  located  on  the  same  tract  as,  and  approximately  400  feet  from, 
the  old  plant.” 

Notwithstanding  the  facts  summarized  above,  we  are  still  of  the  view  (as  indi¬ 
cated  in  our  letter  of  July  21)  that  where  a  new  building  or  plant  of  an  in¬ 
dustrial  company  is  located  approximately  160  feet  from  an  old  building  or 
plant  of  the  same  company  on  the  same  tract  of  ground  and  the  old  plant  is 
receiving  centi-al  station  service  from  a  power  supplier  who  has  offered  to  furnish 
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adequate  central  station  service  to  the  new  plant,  there  appears  little  basis  for 
considering  the  new  plant  a  person  not  receiving  central  station  service  so  as  to 
authorize  the  making  of  a  loan,  or  the  use  of  loan  funds,  under  section  4  of  the 
Rural  Electrification  Act  for  the  purpose  of  constructing  facilities  to  furnish 
electric  service  to  the  new  plant. 

In  view  of  the  foregoing  and  taking  into  consideration  all  the  facts  and  cir¬ 
cumstances,  we  will  include  a  full  report  of  this  particular  transaction,  in¬ 
cluding  the  views  of  your  Department  (together  with  any  further  views  you  may 
wish  to  present)  in  our  next  audit  report  to  the  Congress  on  REA  activities  for 
whatever  action  the  Congress  may  deem  appropriate.  Therefore,  and  since  the 
loan  funds  in  question  ($120,000)  apparently  have  been  expended  and  the  facili¬ 
ties  constructed  and  in  use,  and  inasmuch  as  CIPCO,  must,  in  any  event,  pay 
back  the  amount  of  the  loan,  no  action  need  be  taken  by  your  Department  to 
recover  back  the  $120,000  before  it  falls  due. 

Sincerely  yours, 

Joseph  Campbell, 

Comptroller  General  of  the  United  States. 


United  States  Department  of  Agriculture, 

Office  of  the  Secretary, 
Washington.  D.C.,  October  29,  1958. 

Hon.  Joseph  Campbell, 

Comptroller  General  of  the  United  States. 


Dear  Mr.  Campbell:  We  have  received  your  letter  of  October  15,  1958 
(B-134138),  reaffirming  your  conclusions  regarding  the  invalidity  of  a  portion  of 
a  Rural  Electrification  Administration  loan  to  Central  Iowa  Power  Cooperative 
which  was  used  to  finance  construction  of  a  transmission  line  to  furnish  power 


to  a  member  cooperative  for  resale  in  part  to  Lehigh  Sewer  Pipe  &  Tile  Co. 

After  careful  consideration  of  your  letter,  we  feel  constrained  to  disagree  with 
your  conclusions.  We  are  of  the  opinion  that  the  considerations  contained  in 
your  letter  do  not  impair  the  validity  and  force  of  our  views  on  this  matter  as 
expressed  in  our  letter  to  you  of  August  7.  1958.  Nor  do  we  believe  that  the 
modified  test  of  REA  loan  authority  set  forth  in  your  letter  finds  support  in  the 
Rural  Electrification  Act,  in  its  legislative  history,  or  in  any  other  relevant  data. 

It  is  our  feeling  that  a  thorough  review  and  reconsideration  of  the  material 
contained  in  our  submission  of  August  7,  1958,  can  only  result  in  a  reversal  of 
the  views  expressed  in  your  letter  of  October  15,  as  well  as  your  letter  of  July  21, 
1958.  Enclosed  herewith  for  your  information  is  our  analysis  of  the  points 
made  in  your  letter  of  October  15. 

We  shall,  of  course,  he  ready  to  furnish  any  further  information  and  legal 
data  in  support  of  our  position  that  may  be  requested  by  you,  or  by  the  Congress 
as  a  result  of  your  report. 

Sincerely  yours, 


E.  L.  Peterson,  Acting  Secretary. 


U.S.  Department  of  Agriculture,  Office  of  the  General  Counsel — Analysis 
of  Comptroller  General’s  Opinion  of  October  15,  1958 

BACKGROUND 

The  Comptroller  General,  in  his  decision  of  July  21,  1958  (the  “original  de¬ 
cision”),  held  invalid  a  portion  of  an  REA  loan  to  an  Iowa  cooperative  which 
was  used  to  finance  construction  of  an  electric  transmission  line  to  furnish 
power  to  a  member  cooperative  for  resale  to  a  newly  constructed  plant  of  Le¬ 
high  Sewer  Pipe  &  Tile  Co.,  Lehigh,  Iowa.  This  company  had  been  receiving 
service  from  another,  non-REA-financed  supplier  at  an  old  plant  located  on  the 
same  tract  of  land  160  feet  from  the  new  plant.  Service  to  the  new  plant  would 
have  required  this  other  power  supplier  to  expend  some  $100,000  in  modifying  its 
existing  facilities  and  constructing  new  facilities.  The  member  cooperative 
had  been  serving  a  company-owned  residence  also  located  on  this  same  tract  of 
land,  some  400  feet  from  the  new  plant. 

The  original  decision  was  based  on  two  grounds.  One  was  that  the  authori¬ 
zation  in  the  Rural  Electrification  Act  to  make  loans  to  furnish  electric  service 
to  persons  without  central  station  electric  service  excluded  persons  who  in  actual 
fact  were  not  receiving  service  if  they  were  located  in  an  “area”  served  by  a 
non-REA-financed  supplier  which  was  willing  to  serve  them.  The  second 
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ground  was  that  the  company,  by  reason  of  receiving  service  at  its  old  plant, 
must  be  regarded  as  a  person  receiving  service  with  respect  to  its  new  plant. 

By  letter  of  August  7,  1958,  Acting  Secretary  Morse  requested  reconsidera¬ 
tion  and  reversal  of  the  original  decision.  The  Acting  Secretary’s  letter,  in 
essence,  pointed  out  that  the  clear  language  of  the  Rural  Electrification  Act  it¬ 
self,  its  legislative  history,  administrative  practice  acquiesced  in  by  the  Congress 
since  the  enactment  of  the  Rural  Electrification  Act,  and  previous  legal  inter¬ 
pretations  of  the  act  all  combined  to  demonstrate  that  the  lending  authority 
of  the  act  related  not  to  “areas”  but  to  “persons”  actually  without  service,  regard¬ 
less  of  any  alleged  availability  of  service  to  them  from  any  source.  The  letter 
further  showed  that  the  Lehigh  Co.  at  its  new  plant,  having  regard  to  numerous 
relevant  factors,  including  its  separate  operation,  the  character  of  its  load,  and 
the  substantial  investment  required  by  any  supplier  to  provide  service  for  it, 
could  properly  be  deemed  to  be  a  person  without  central  station  service. 

THE  COMPTROLLER  GENERAL’S  OPINION  OF  OCTOBER  15,  195  8 

On  October  15,  1958,  the  Comptroller  General  replied  to  the  Acting  Secretary’s 
request  for  reconsideration.  He  reaffirmed  his  conclusions  that  the  loan  was 
unauthorized  under  the  Rural  Electrification  Act  and  that  the  Lehigh  Co.  with 
respect  to  its  new  plant  was  a  person  already  receiving  central  station  service. 

The  Comptroller  General’s  conclusion  that  the  REA  loan  was  unauthorized  is 
supported,  however,  by  a  reason  that  differs  from  the  reason  for  this  conclusion 
in  the  original  decision.  In  the  earlier  decision,  the  Comptroller  General  indi¬ 
cated  that  despite  the  literal  terminology  of  the  Rural  Electrification  Act,  the 
loan  was  unauthorized  because  the  legislative  history  indicated  congressional 
intent  to  exclude  loans  for  unserved  persons  if  they  were  located  in  an  “area” 
already  served  by  a  private  power  company.  In  his  October  15  opinion,  the 
Comptroller  General  undertakes  to  clarify  this  position  by  stating : 

“While  we  used  the  word  ‘area’  in  our  statement,  we  had  in  mind  the  factual 
situation  involved  in  the  case  we  were  considering,  that  is,  where  the  unserved 
person  was  located,  in  effect,  on,  i.e.,  along  side  of,  existing  powerlines  and  the 
owner  of  the  lines  was  ready,  willing  and  able  to  furnish  adequate  central  sta¬ 
tion  service  to  the  unserved  person  at  a  reasonable  price  *  *  *.  We  did  not 
intend  to  imply  that  a  loan  could  not  be  made  for  the  purpose  of  furnishing 
electric  energy  to  unserved  persons  located  in  areas  ‘ generally ’  served  by  a  power 
supplier,  such  unserved  persons  not  being  on,  i.e.,  located  alongside  of  or  adja¬ 
cent  to  the  powerlines”  (p.  5). 

The  Comptroller  General  then  discusses  the  legislative  history  which  is  sub¬ 
stantially  the  same  material  set  forth  in  the  Acting  Secretary’s  letter  of  August 
7,  with  the  addition  only  of  certain  testimony  of  Mr.  Morris  L.  Cooke,  the  first 
REA  Administrator,  which  is  specifically  considered  below.  Emphasis  is  placed 
upon  certain  portions  or  phrases  over  others,  in  an  attempt  to  support  the  Comp¬ 
troller  General’s  newly  defined  position.  In  the  course  of  this  discussion,  the 
new  position  is  restated  to  indicate  that  an  unserved  person  may  be  a  beneficiary 
of  an  REA  loan  only  if  an  “extension”  of  existing  power  company  lines  would  be 
required  to  bring  him  service ;  an  unserved  person  is  not  “unserved”  under  the 
Rural  Electrification  Act  if  he  can  be  served  by  an  existing  power  company 
“without  extending  its  lines”  (pp.  6,  9).  At  another  point,  it  is  indicated  that 
the  test  of  whether  an  unserved  person  is  a  “person  not  receiving  service” 
within  the  meaning  of  the  Rural  Electrification  Act  depends  upon  whether  such 
person  is  located  “ beyond ,  or  at  least  not  within  a  reasonable  distance  (as  deter¬ 
mined  by  the  Administrator  of  REA)  of,  power  lines”  (p.  13). 

Certain  general  statements  regarding  competition  from  an  opinion  of  the 
Solicitor  are  next  relied  upon  in  the  Comptroller  General’s  October  15  opinion, 
although  previously  considered  in  both  the  original  decision  and  the  Acting 
Secretary’s  letter,  to  suggest  that  “the  administrative  practice  of  REA”  or  “the 
administrative  interpretation  of  the  act”  may  not  be  contrary  to  the  Comptroller 
General’s  position  ( pp.  1,3-15 ) . 

In  its  consideration  of  the  respect  or  weight  to  be  given  to  determinations 
of  the  Administrator  under  the  Rural  Electrification  Act,  the  October  15  opinion 
appears  to  concede  that  the  Administrator’s  determination  in  this  case  “may 
be  legally  supporable  under  the  strict  letter  of”  the  Rural  Electrification  Act,  but 
notes  the  Comptroller  General’s  feeling  that  he  has  a  duty,  nevertheless,  to  report 
the  matter  to  the  Congress  if  he  considers  the  determination  “to  be  contrary  to 
the  evident  spirit  and  intent  of  the  Congress  in  enacting  that  statute  as  dis¬ 
closed  by  the  legislative  history  thereof.”  (p.  17.)  After  then  reviewing  cer- 
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fain  aspects  of  the  facts  of  the  instant  case  and  summarizing  the  factors  recited 
in  the  Acting  Secretary’s  letter  in  support  of  the  Administrator’s  determination, 
the  Comptroller  General  reiterates  his  view  that  “there  appears  little  basis” 
for  that  determination. 

Finally,  the  October  15  opinion  concludes  that  a  full  report  will  accordingly 
l>e  made  to  the  Congress  in  the  next  Comptroller  General  audit  report  on  REA, 
hut  that  in  view  of  the  fact  that  the  REA  loan  funds  in  question  have  been 
expended  and  the  REA  borrower  must,  in  any  event,  repay  the  amount  of  the 
loan,  this  Department  will  not  be  required  to  take  action  to  recover  this  amount 
before  it  falls  due. 

ANALYSIS  OF  THE  OCTOBER  15  OPINION 

It  seems  clear,  in  the  first  instance,  that  while  it  purports  to  clarify  the  test 
of  REA  loan  authority  set  forth  in  the  original  decision,  the  October  15  opinion 
in  reality  creates  a  new  test.  As  demonstrated  in  the  Acting  Secretary’s  letter, 
the  legislative  history  of  the  Rural  Electrification  Act  appears  to  afford  no 
support  and,  indeed,  seems  plainly  to  reject  the  Comptroller  General’s  original 
test  which  would  prohibit  loans  for  unserved  persons  located  in  an  “area” 
claimed  to  be  served  by  an  existing  supplier.  Accordingly,  the  Comptroller 
General's  new  test  leaves  behind  the  “unserved  area”  concept  and  adopts  the 
"unserved  person”  criterion  of  the  act.  However,  he  now  construes  the  term 
“person  not  receiving  central  station  service”  as  it  appears  in  the  Rural  Elec¬ 
trification  Act  to  include  some  unserved  persons  but  not  others.  The  touchstone 
of  inclusion  or  exclusion  seems  to  be  based  upon  intricate  reasoning:  A  person 
who  is  unserved  must  nevertheless  be  deemed  a  person  with  service,  and  there¬ 
fore  not  a  proper  Rural  Electrification  Act  beneficiary,  if  he  is  located  “on” 
an  existing  powerline.  He  is  “on”  such  a  line  if  he  is  “along  side  of”  it ;  or 
stated  differently,  he  is  “on”  a  line  if  no  “extension”  is  required  to  serve  him 
from  that  line,  or,  indeed,  if  he  is  located  “within  a  reasonable  distance  of”  it. 
Moreover,  the  applicability  of  this  test  of  being  “on”  or  “within  a  reasonable 
distance  of”  an  existing  powerline  seems  to  depend  further  on  the  willingness 
and  ability  of  the  power  company  to  serve  the  person  at  reasonable  rates. 

The  main  items  of  legislative  history  relied  upon  by  the  Comptroller  General 
in  support  of  this  line  of  reasoning  are,  as  indicated  above,  substantially  those 
set  forth  in  the  Acting  Secretary’s  letter  of  August  7.  First,  there  is  the  colloquy 
between  Senator  Norris  and  Senator  McNary.  (p.  5.)  Senator  Norris  there 
states,  in  substance,  that  even  though  it  might  be  possible  for  an  existing  power 
company  “to  extend  its  lines  further,”  REA  financing  would  not  thereby  be 
precluded.  From  this  plain  statement,  the  Comptroller  General  apparently 
derives  his  conclusions  that  a  person  without  service  may  be  deemed  “unserved, 
and  a  beneficiary  of  the  Rural  Electrification  Act,  only  if  an  “extension”  of 
existing  lines  is  required  to  bring  him  service,  and,  thus,  an  unserved  person 
is  not  “unserved”  if  the  power  company  can  serve  him  without  an  “extension.” 
How  any  person  not  connected  to  existing  power  lines  may  receive  service 
without  an  “extension”  is  a  question  difficult  to  answer,  and  not  answered  by 
the  Comptroller  General.  In  another  colloquy  quoted  by  the  Comptroller 
General  in  support  of  this  distinction,  between  Senator  Norris  and  Senator 
King  (pp.  6-8),  Senator  Norris  repeates  the  crucial  phrases  “already  receiving 
it.  “already  supplied,”  and  “already  getting  their  electric  current  from  a  central 
station.  ’  and  we  are  completely  unable  to  follow  the  Comptroller  General’s  rea¬ 
soning  by  which  he  equates  “already  getting  service”  with  merely  being  located 
“along  side”  or  “within  a  reasonable  distance”  of  existing  lines. 

Apparently  to  further  support  his  position,  the  Comptroller  General  also  quotes 
from  colloquies  between  Congressman  Mapes  and  Mr.  Morris  L.  Cooke,  the  first 
REA  Administrator  under  the  Executive  order  originally  establishing  REA. 
(pp.  9-13.)  Reference  is  made  by  Mr.  Cooke  to  certain  REA  practices  and 
policies,  relating  to  “availability”  of  existing  service,  at  a  time  when  the  Rural 
Electrification  Act  had  not  been  passed,  and  when  REA  was  operating  under 
a  statute  and  Executive  order  which  merely  authorized  loans  for  rural  elec¬ 
trification  and  did  not  describe  intended  beneficiaries.  To  seek  support  for  a 
particular  interpretation  of  the  “unserved  persons”  provision  of  the  Rural  Elec¬ 
trification  Act  from  this  statement  of  pre-act  practices  and  policies  seems  highly 
questionable.  Moreover,  in  the  colloquy  relating  to  the  specific  language  of  the 
pending  REA  bill,  Mr.  Cooke  states  as  his  interpretation  that  a  person  is  without 
central  station  service  “who  is  not  receiving  electricity  from  a  high  line  ” 
(P-  IT) 
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The  Comptroller  General’s  October  15  opinion  places  considerable  emphasis 
upon  certain  quotations  from  an  Opinion  of  the  Solicitor  (No.  4506,  Nov.  24, 
1942) ,  in  which  there  are  general  references  to  the  congressional  intention  not 
to  finance  competition.  However,  all  these  general  references  are  made  in  the 
light  of  the  specifically  expressed  test  that  a  loan  may  not  be  made  where  its 
effect  “would  be  to  substitute  a  competitive  REA-financed  service  to  persons 
already  served’’  (p.  14).  That  all  the  general  references  must  be  limited  to 
this  definition  of  competition  is,  furthermore,  made  abundantly  clear  from  the 
fact  that  at  the  time  Opinion  of  the  Solicitor  No.  4506  was  issued,  as,  indeed, 
at  all  other  times  since  passage  of  the  Rural  Electrification  Act,  REA,  in  con¬ 
sidering  proposed  loans,  did  not  take  into  account  availability  of  service  to  the 
unserved.  Moreover,  Vincent  D.  Nicholson,  the  Associate  Solicitor  who  drafted 
this  opinion,  later  testified  in  no  uncertain  terms  before  congressional  commit¬ 
tees  that  the  only  test  of  eligibility  for  the  benefits  of  REA  financing  under  the 
act  was  whether  the  unserved  person  was  in  actual  fact  not  receiving  service. 
(Acting  Secretary’s  letter  of  Aug.  7,  1958,  p.  9.)  Finally,  a  subsequent  Solici¬ 
tor’s  opinion  (No.  5564,  June  5,  1953),  referred  to  in  the  Acting  Secretary’s  letter 
of  August  7.  1958  (p.  11),  unequivocally  rejected  the  availability  test.  The 
October  15  opinion,  it  should  also  be  noted,  omits  any  reference  to  the  fact  that 
the  uniform  legal  position  of  the  Solicitor’s  Office  on  this  matter  has  been 
strongly  and  consistently  supported  by  the  Department  of  Justice  in  court 
litigation. 

In  the  Acting  Secretary’s  letter  of  August  7,  it  was  pointed  out  that  a  signifi¬ 
cant  feature  of  the  legislative  history  of  the  Rural  Electrification  Act  was  the 
rejection  by  the  Senate  of  an  amendment  by  Senator  King  which,  among  other 
things,  would  have  added  to  the  “without  central  station  service”  test,  the  addi¬ 
tional  test  “and  for  whom  such  service  may  not  be  furnished  or  made  available 
by  competing  private  enterprise.”  Apparently,  the  Comptroller  General  denies 
the  significance  of  this  rejection  on  the  ground  that  it  is  not  clear  that  the 
amendment  was  rejected  because  of  this  additional  test  rather  than  other  provi¬ 
sions  relating  to  the  amount  of  authorized  appropriations.  Certainly,  in  the 
absence  of  a  statement  by  the  Senate  of  the  reasons  for  rejection,  it  cannot  be 
assumed  that  the  imposition  of  this  additional  test  was  not  among  those  rea¬ 
sons.  Moreover,  according  to  what  seems  to  us  the  clear  support  of  the  debate 
on  the  meaning  of  “persons  not  receiving  central  station  service”  that  preceded 
the  introduction  of  this  proposed  amendment,  it  was  the  expressed  intention 
of  the  sponsors  of  the  bill,  without  the  amendment,  that  the  test  proposed  by 
the  amendment  was  to  be  inapplicable.  If,  indeed,  proper  interpretation  of  the 
debate  were  that  of  the  Comptroller  General,  there  would  have  been  little,  if 
any,  need  for  anyone  to  introduce  an  amendment  which  included  an  availability 
test. 

While  the  Comptroller  General  appears  to  concede  that  the  words  of  the 
Rural  Electrification  Act  do  not  support  his  conclusion,  he  purports  to  find  this 
support  in  what  he  describes  as  the  evident  spirit  and  intent  of  the  Congress  in 
enacting  the  act  as  disclosed  by  its  legislative  history.  We  have  alx-eady  indi¬ 
cated  our  views  that  the  legislative  history  directly  fortifies  the  literal  meaning 
of  the  act  (Acting  Secretary’s  letter,  pp.  5-7),  and  that  it  cannot  reasonably  be 
deemed  to  support  either  the  initial  “area”  test  of  the  Comptroller  General’s 
original  decision  or  the  newly  defined  test  of  his  October  15  opinion  (supra). 
Moreover,  even  were  we  to  assume,  what  we  do  not  concede,  that  there  is  sup¬ 
port  for  the  Comptroller  General’s  interpretation  in  the  legislative  history,  no 
one  could  reasonably  argue  that  the  legislative  history  is  not,  at  the  very  ieast, 
ambiguous,  and  does  not  include  support  for  the  literal  reading  of  the  act  as 
well  as  for  the  Comptroller  General’s  opinion.  In  these  circumstances,  the  only 
principle  of  statutory  construction  that  can  possibly  be  applied  is  the  one  which 
will  not  permit  an  ambiguous  or  conflicting  legislative  history  to  overcome  the 
Plain  language  of  a  statute.  This  rule  is  clearly  stated  in  United  States  v. 
Dickerson,  310  U.S.  554,  561,  which  is  quoted  on  pages  3-4  in  the  Comptroller 
General’s  October  15  opinion,  as  follows : 

“Legislative  materials  may  be  without  probative  value,  or  contradictory,  or 
ambiguous,  it  is  true,  and  in  such  cases  will  not  be  permitted  to  control  the 
customary  meaning  of  words  *  * 

Plainly  applicable  here  is  the  formulation  of  the  rule  by  the  Supreme  Court  in 
Gemsco,  Inc.  v.  Walling,  324  U.S.  244,  250: 

“The  argument  from  the  legislative  history  undertakes,  in  effect,  to  contradict 
the  terms  of  §  8(f)  by  negative  inference  drawn  from  inconclusive  events  occur¬ 
ring  in  the  course  of  consideration  of  the  various  and  widely  differing  bills 
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which  finally,  by  compromise  and  adjustment  between  the  two  Houses  of  Con¬ 
gress,  emerged  from  the  conference  on  the  act.  The  plain  words  and  meaning 
of  a  statute  cannot  he  overcome  by  a  legislative  history  which,  through  strained 
processes  of  deduction  from  events  of  wholly  ambiguous  significance,  may  fur¬ 
nish  dubious  bases  for  inference  in  every  direction .” 

While,  in  our  opinion,  therefore,  the  newly  defined  test  of  the  Comptroller 
General  can  find  no  support  in  the  statute,  nor  in  its  legislative  history,  nor  in 
any  principles  of  statutory  construction,  a  closer  examination  of  this  test  may 
he  enlightening.  Under  the  test,  an  unserved  person  cannot  be  a  Rural  Electri¬ 
fication  Act  beneficiary  if  he  is  located  on,  alongside  of,  or  within  a  “reasonable 
distance”  on  an  existing  powerline,  or  if  he  can  be  served  by  the  powerline  with¬ 
out  any  “extension.”  The  practical  difficulties  of  attempting  to  administer  the 
REA  program  in  accordance  with  these  views  are  manifest. 

Presumably,  an  addition  to  an  existing  powerline  or  new  line  is  an  “exten¬ 
sion”  only  if  it  extends  beyond  a  “reasonable  distance  from  the  existing  line. 
What  are  the  criteria  for  determining  a  “reasonable  distance”?  Are  these 
criteria  to  be  related  to  the  general  population  density  of  a  particular  area? 
Is  a  “reasonable  distance”  much  greater  in  Wyoming  than  it  is  in  New  Jersey? 
Does  a  “reasonable  distance”  have  any  correlation  to  the  type  or  magnitude  of 
the  electric  load  involved?  Does  it  have  any  correlation  to  the  voltage  or  other 
electrical  characteristics  of  the  line  to  which  the  additional  or  new  line  is  to  be 
connected?  Is  the  question  of  “reasonable  distance”  to  be  determined  differently 
where  the  proposed  new  line  involves  a  transformation  and  where  no  transforma¬ 
tion  is  involved?  Would  the  capacity  of  the  substation  involved  in  the  furnish¬ 
ing  of  service  through  the  proposed  new  line  have  any  bearing?  At  ould  the 
number  of  new  consumers  or  the  aggregate  kilowatt  demand  to  be  served  through 
the  proposed  new  line  be  relevant?  In  cases  where  the  power  company  would 
require  additional  generation  or  other  power  sources  to  provide  for  the  new  loads 
would  they  be  taken  into  account  in  determining  “reasonable  distance”?  Does 
the  extent  of  reconstruction  of  the  existing  lines  off  which  the  proposed  new 
line  is  to  be  built  affect  the  question  of  “reasonable  distance”?  Is  “reasonable 
distance”  affected  by  the  fact  that  the  lines  of  the  REA-fiuaneed  cooperative  are 
also  close  to  the  proposed  consumer,  or  that  the  cooperative’s  lines  in  the  locality 
may  have  been  in  existence  before  those  of  the  power  company  ? 

It  seems  clear  from  the  very  facts  of  the  case  to  which  the  Comptroller  Gen¬ 
eral  was  addressing  himself  in  his  opinion  that  none  of  the  foregoing  factors 
were  taken  into  account.  In  this  case,  the  Comptroller  General  apparently  felt 
that  the  unserved  new  plant  of  the  Lehigh  Co.,  even  without  regard  to  the  fact 
that  the  company  was  served  at  its  old  plant,  was  not  an  “unserved  person” 
within  the  meaning  of  the  act  because  it  was  located  within  a  “reasonable 
distance”  of  the  existing  power-company  line,  despite  the  fact  that  in  order  to 
serve  it  an  addition  of  at  least  140  feet  had  to  be  built  off  the  existing  line,  the 
existing  line  had  to  be  drastically  reconstructed,  and  very  substantial  expendi¬ 
tures  in  new  electric  facilities  were  needed.  It  requires  only  superficial  analysis 
to  conclude  that  the  test  of  “reasonable  distance”  can  hardly  be  valid  in  terms 
of  the  realities  of  the  electric  industry. 

Similar  administrative  difficulties  inhere  in  the  further  reuirements  of  the 
Comptroller  General’s  test  that  the  existing  power  company  be  ready,  willing, 
and  able  to  furnish  the  proposed  service  at  a  reasonable  rate.  Must  willingness 
and  ability  of  the  power  company  relate  to  the  immediate,  or  to  some  future 
date?  Who  is  to  be  judge  of  willingness  and  ability?  If  the  Administrator,  on 
the  basis  of  what  types  of  evidence  must  he  judge?  Much  of  the  information 
required  would  be  obtainable  only  from  the  power  companies  themselves.  If 
such  information  is  to  be  obtained  and  relied  on  by  REA,  the  further  question 
arises  whether  in  order  to  reach  a  fair  conclusion  the  special  safeguards  inherent 
in  a  quasi-judicial  hearing  should  not  be  utilized.  Cooperative  loan  applicants 
might  well  take  the  position  that  they  are  entitled  to  cross-examine  the  sources 
of  the  power  company  data. 

The  mere  ascertainment  of  a  “reasonable  rate”  would  in  itself  require  the 
Administrator  to  embark  upon  a  field  which  engages  public  service  commissions 
all  over  the  country  in  frequently  interminable  hearings,  involving  conflicting 
evidence  from  hosts  of  technical  experts.  Is  the  Administrator  to  hear  various 
sides  of  the  question  of  what  constitutes  reasonable  rates  in  a  given  complicated 
factual  context?  Is  he  to  determine  reasonable  rates  on  the  basis  of  ex  parte 
power  company  submissions  alone?  Or  is  he  to  permit  the  loan  applicant  an 
opportunity  to  review  and  rebut  power  company  data  and  perhaps  cross-examine 
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power  company’s  spokesman?  The  possible  consequences  and  ramifications  of 
the  assumption  of  this  novel  REA  administrative  burden  are  all  too  evident. 

From  the  viewpoint  of  the  effects  of  the  Comptroller  General’s  new  test  upon 
the  REA  program  itself,  we  believe  that  the  restrictions  imposed  by  the  new 
test  are  of  the  same  nature  as  those  imposed  by  his  original  area-availability 
test.  If  the  “reasonable  distance”  limitation  had  been  introduced  at  the  begin¬ 
ning  of  the  rural  electrification  program,  innumerable  delays  and  difficulties  in¬ 
herent  in  the  administration  of  a  loose  and  unrealistic  test  would  have  resulted. 
The  inability  of  REA-fiuanced  cooperatives  to  serve  desirable  heavy  or  industrial 
loads  because  a  power  company’s  lines  are  within  a  “reasonable  distance”  would 
have  extremely  detrimental  effects  on  the  financial  feasibility  of  cooperatives 
and  their  ability  to  carry  out  area  coverage  programs  inspired  by  Congress 
The  undue  rate  burdens  on  other  consumers  of  the  cooperative  and  the  impair¬ 
ment  of  the  Government’s  security  interests  which  would  flow  from  the  restric¬ 
tions  of  the  new  test  would  be  substantially  the  same  as  those  which  would  re¬ 
sult  from  the  Comptroller  General’s  original  test,  as  described  in  the  Acting 
Secretary's  letter  of  August  7. 

Moreover,  the  “reasonable  distance”  test  would  permit  power  companies  to 
engage  in  “tacking,”  i.e.,  after  an  initial  new  line  or  addition  is  constructed  to 
serve  an  unserved  person  within  a  “reasonable  distance,”  the  test  would  pre¬ 
sumably  compute  “reasonable  distance”  to  other  potential  consumers  from  the 
end  of  the  new  line  rather  than  from  the  original  backbone  line.  The  cumula¬ 
tive  effect  of  applying  this  test  might  thus  result  in  power  companies  being  per¬ 
mitted  to  construct  into  the  very  heart  of  REA  borrowers'  service  areas. 
Spokesman  for  the  cooperatives  might  accordingly  assert  that  this  test  would 
encourage  the  location  by  power  companies  of  their  lines  in  such  a  way  as  to 
preempt  large  portions  of  cooperatives’  service  areas  and  make  it  impossible 
for  the  cooperatives  to  obtain  REA  financing  to  serve  unserved  persons  in  those 
areas.  At  various  times  in  the  history  of  the  REA  program,  lines  constructed 
by  power  companies  with  such  an  objective  have  been  described  as  “spite  lines.” 

While  the  Comptroller  General’s  October  15  opinion  is  not  clear  on  this  mat¬ 
ter,  it  is  also  possible  that  application  of  his  new  test  may  have  a  serious  impact 
on  REA  generation  and  transmission  loans.  In  the  typical  case,  a  generation 
and  transmission  loan  is  made  in  order  to  furnish  a  new  cooperatively  owned 
source  of  power  to  distribution  cooperatives  previously  financed  by  REA  to  serve 
“persons  not  receiving  central-station  service.”  REA-financed  transmission  lines 
and  substation  are  thereby  substituted  for  similar  existing  facilities  of  the 
power  company.  Such  loans  are  made  on  the  basis,  in  general,  that  the  unserved 
persons  who  are  proper  act  beneficiaries  qualify  for  the  benefits  of  successive 
REA  loans,  whether  these  loans  are  for  the  purpose  of  “heavying  up”  the 
original  distribution  system  or  of  furnishing  additional  or  substitute  generating 
and  transmission  facilities.  There  is  language  in  the  Comptroller  General’s 
opinion  which  seems  to  be  applicable  to,  and  would  preclude,  generation  and 
transmission  loans  in  these  circumstances.  For  example,  in  the  first  paragraph 
on  page  2  of  his  opinion  it  is  stated,  pursuant  to  the  Comptroller  General’s 
original  reading  of  the  legislative  history,  that  “loans  for  the  paralleling  of 
existing  systems  or  creating  competition”  are  excluded  since  loan  funds  may 
not  be  used  “for  construction  of  transmission  lines  and  substations  to  furnish 
power  to  an  area  already  served  by  private  power  companies  when  such  com¬ 
panies  are  willing  to  provide  adequate  central-station  service  to  persons  within 
the  area  who  are  not  tied  to  the  powerlines.” 

The  Comptroller  General’s  treatment  of  the  Kansas  City  case,  on  page  17  of 
his  opinion,  lends  weight  to  our  conclusion  that  generation  and  transmission 
loans  may  be  intended  to  fall  within  the  restrictions  set  up  by  him.  That  case 
involved  an  unsuccessful  challenge  to  the  legality  of  REA  generation  and  trans¬ 
mission  loans  to  five  federated  cooperatives,  during  the  course  of  which  the 
district  court  rejected  the  “area  availability”  test,  the  test  set  forth  in  the 
Comptroller  General’s  original  decision.  In  his  October  15  opinion,  the  Comptrol¬ 
ler  General  states  that  the  facts  of  the  Kansas  City  case  differ  from  those  of 
the  instant  case,  but  thereafter  adds  that  the  views  expressed  in  his  original 
decision  ‘were  not  intended  to  apply  to  REA  loans  made  for  the  purpose  of 
‘heavying  up’  facilities  previously  constructed  with  REA  loan  fund.”  The 
Comptroller  General  makes  no  such  disclaimer  as  to  generation  and  transmission 
loans.  This  appears  particularly  significant  in  view  of  the  fact  that  the  district 
court  in  the  Kansas  City  case  alluded  to  such  successive  heavying  up  or  im¬ 
provement  loans,  as  well  as  to  generation  and  transmission  loans.  In  these 
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circumstances,  the  Comptroller  General  appears  not  to  have  excluded  generation 
and  transmission  loans  from  the  effects  of  his  restrictive  reading  of  the  legisla¬ 
tive  history.  In  any  event,  a  cloud  appears  to  have  been  created  whose  shadow 
threatens  the  basic  tenets  of  REA  generation  and  transmission  programs. 

The  treatment  by  the  Comptroller  General,  in  his  October  15  opinion,  of 
the  question  whether  the  Lehigh  Co.  at  its  new  plant  was  an  “unserved  person," 
in  light  of  the  power  company’s  existing  service  to  the  old  plant,  is  somewhat 
puzzling.  Certain  facets  of  the  facts  are  first  considered  and  reviewed  in  sup¬ 
port  of  his  initial  position  (pp.  18-24).  The  many  additional  and  substantial 
facts  summarized  in  the  Acting  Secretary’s  letter  in  support  of  the  REA  Ad¬ 
ministrator’s  determination  are  then  repeated  (p.  24).  Thereafter,  without 
controverting  or  questioning  these  additional,  relevant  facts,  and  upon  the  basis 
of  what  appears  to  be  merely  a  disagreement  on  a  conclusion  of  fact,  the 
Comptroller  General  finds  there  is  “little  basis”  for  the  Administrator’s  deter¬ 
mination,  and  that  it  is  therefore  invalid.  This  substitution  of  the  Comptroller 
General’s  administrative  judgment  for  that  of  the  REA  Administrator  seem* 
strange  in  view  of  the  fact  that  earlier  in  his  opinion  the  Comptroller  General 
seems  to  concede  that  the  primary  responsibility  for  determining  whether  a 
proposed  loan  is  for  an  authorized  purpose  under  the  Rural  Electrification  Act 
is  lodged  in  the  Administrator,  and  that  the  exercise  of  this  responsibility  is  not 
to  be  disturbed  except  in  cases  or  abuses  of  discretion  by  the  Administrator  (pp* 
16,  17).  There  is  no  allegation  or  intimation  that  the  Administrator’s  deter¬ 
mination  in  this  case  constitutes  an  abuse  of  discretion.  Indeed,  in  concluding 
that  Lehigh’s  new  plant  was  “served”  because  Lehigh  received  service  at  its 
old  plant,  the  Comptroller  General  seems  to  rely  only  upon  the  factors  of  identity 
of  ownership  and  proximity  of  location  of  the  two  plants.  We  have  already 
shown  how  these  factors,  in  themselves,  cannot  be  determinative  of  the  question 
(Acting  Secretary’s  letter,  p.  14).  The  Administrator,  on  the  other  hand,  in 
full  accordance  with  the  views  of  an  earlier  Comptroller  General  that  such 
determinations  be  made  only  “after  a  thorough  consideration  of  the  pertinent 
facts  and  circumstances  in  the  case”  (see  Comptroller  General’s  October  15 
opinion,  p.  16),  had  considered  a  number  of  additional  facts  and  circumstances, 
the  pertinency  of  which  remain  uncontroverted,  and  had  come  to  a  contrary 
conclusion.  How  much  full  consideration  of  all,  rather  than  only  a  few,  of  the 
pertinent  circumstances  can  possibly  be  deemed  an  abuse  of  discretion  is  indeed 
difficult  to  fathom. 

CONCLUSION 

After  complete  consideration  of  the  Comptroller  General’s  opinion  of  October 
15,  it  seems  to  us  that  the  full  force  and  validity  of  all  that  was  said  in  the 
Acting  Secretary’s  letter  of  August  7  remain  undiminished.  We  feel  that  there 
has  been  no  citation  of  any  legislative  history  nor  any  argument  of  a  legal 
nature,  that  carries  any  persuasive  effect  or  substantial  weight  in  altering  this 
Office’s  conclusions  as  reflected  in  the  Acting  Secretary’s  letter.  It  is,  more¬ 
over,  our  considered  opinion  that  the  modified  test  as  set  forth  in  the  Comptroller 
General’s  opinion  of  October  15  is  equally  lacking  in  support  either  in  the 
Rural  Electrification  Act  itself,  in  the  legislative  history,  or  in  any  other 
relevant  data,  as  was  the  original  test  initially  set  forth  in  his  letter  of  July  21. 


Comptroller  General  of  the  United  States, 

Washington,  D.C.,  December  8,  1958. 

The  Honorable  the  Secretary  of  Agriculture. 

Dear  Mr,  Secretary:  By  letter  of  October  29,  1958,  the  Acting  Secretary  of 
Agriculture  transmitted  for  our  information  your  Department’s  analysis  of  the 
points  made  in  our  letter  of  October  15, 1958,  relating  to  loans  made  by  the  Rural 
Electrification  Administration,  and  stated  that  your  Department  disagrees  with 
our  conclusions  in  this  matter. 

We  appreciate  receiving  your  analysis  of  the  points  involved,  but  a  thorough 
review  of  this  entire  matter  including  the  foregoing  analysis  does  not  convince 
us  that  the  Congress,  as  a  whole,  intended  by  enactment  of  the  Rural  Electrifica¬ 
tion  Act  of  1936  to  authorize  REA  to  make  loans  for  the  construction  of  power 
lines  to  serve  an  unserved  person  located,  in  effect,  on,  i.e.,  along  side  of  existing 
power  lines  the  owner  of  which  was  ready,  willing,  and  able  to  furnish  adequate 
central  station  service  to  such  unserved  person  at  a  reasonable  price. 
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In  our  letter  of  October  15, 1958,  we  said  that  the  long-continued  practice  over 
the  past  22  years  as  reported  in  Acting  Secretary  Morse’s  letter  of  August  7, 
1958,  if  carried  on  with  congressional  knowledge,  would  tend  to  support  the 
Department’s  position,  or  at  least,  indicate  congressional  acquiescence  in  the 
practice  followed  by  the  Department ;  and  that  in  view  of  this,  we  would  take  no 
action  to  recover  the  specific  loan  under  consideration  but  would  report  the 
matter  to  the  Congress  for  whatever  action  the  Congress  deems  appropriate. 
Under  these  circumstances  we  will  not  attempt  to  recover  any  future  similar 
loans  nor  take  other  action  concerning  the  present  administrative  practice  in  the 
absence  of  an  expression  of  congressional  intent  to  the  contrary. 

We  assume  that  the  analysis  of  the  points  involved  was  transmitted  to  us  for 
our  information  as  indicated  in  the  Acting  Secretary’s  letter.  However,  we  will 
take  the  analysis  into  consideration  in  preparing  our  next  audit  report  on  REA 
activities. 

Sincerely  yours, 


Joseph  Campbell, 


Comptroller  General  of  the  United  States. 


Senator  Talmadge.  I  am  trying  to  get  clearly  fixed  in  my  mind  the 
issue  involved  and  under  what  authority  the  Comptroller  General  may 
have,  if  any,  to  review  the  decision  after  it  has  been  made  by  the  body 
authorized  by  Congress. 

Senator  Aiken.  I  wouldn’t  want  to  make  an  interpretation  on  that. 
I  am  not  a  lawyer.  I  wouldn’t  want  to  go  into  the  legal  technicalities 
of  the  case,  because  that  is  out  of  my  line.  It  is  a  practical  application 
of  the  law,  as  I  understand  it,  and  as  the  Congress  and  the  executive 
branch  have  up  to  now  understood  it  to  be.  I  am  concerned  about 
that. 

Senator  Holland.  As  the  chairman  understands  it,  the  General 
Accounting  Office  is  an  arm  of  Congress  and  not  of  the  executive  gov¬ 
ernment  and  is  set  up  to  serve  the  Congress  in  interpreting  the  ex¬ 
penditure  of  funds  in  the  effort  to  see  they  are  being  expended  not 
only  in  accord  with  the  intent  of  Congress  but  also  properly  in  other 
ways. 

Being  an  arm  of  Congress,  it  is  also  subject  to  receive  directions  from 
Congress,  but  is  functioning  under  general  directions,  as  the  chairman 
understands  it,  to  check  the  expenditures  of  the  executive  departments 
as  against  the  wording  of  the  laws  and  the  appropriation  measures 
passed  by  Congress. 

Senator  Aiken.  In  general,  they  audit  expenditures  of  the  executive 
branch.  I  will  say  this,  that  although  the  Comptroller  General  is 
an  agent  of  the  Congress,  lie  is  appointed  by  the  Head  of  the  executive 
branch  for  a  15-year  term. 

Senator  Holland.  And  is  confirmed  by  the  Senate,  but  is  a  part  of 
the  legislative  rather  than  the  executive  branch  of  the  Government. 

Senator  Aiken.  It  is  a  very  useful  organization. 

Senator  Talmadge.  Does  the  REA  act  set  the  standard  by  say¬ 
ing  that  under  certain  conditions  moneys  may  be  loaned  and  under 
others  they  cannot  ? 

Senator  Aiken.  I  think  the  Administrator  of  the  REA  can  tell  you 
exactly  what  criteria  they  use,  but  as  I  understand  it,  they  rule  that 
if  a  person  is  not  receiving  central  station  power,  the  REA  will  serve 
him  even  though  he  may  be  close  to  an  existing  powerline. 

Senator  Talmadge.  Who  within  an  area 

Senator  Aiken.  They  say  if  a  person  is  not  receiving  such  power, 
he  is  eligible  to  receive  it  through  an  REA  cooperative  even  though 
he  may  be  in  a  general  area  which  is  served  by  some  other  utility  com- 
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pany.  You  know  how  that  is,  a  person  may  be  within  2  miles  of  a 
powerline  and  the  power  company  who  owns  the  line  may  say,  “If 
you  will  pay  for  building  these  2  miles  we  will  furnish  you  the  power 
at  such  a  rate.”  That  will  run  up  into  a  thousand  dollars  a  mile.  On 
the  other  hand,  the  REA  will  say  to  this  person  and  25  of  his  neighbors, 
“We  will  serve  you  all  and  we  will  average  the  cost  on  a  nonprofit  basis 
among  you.” 

Senator  Talmadge.  In  some  areas  it  is  difficult  to  tell  whether  serv¬ 
ice  is  being  received  or  not,  particularly  in  rural  areas.  One  may  be 
served  and  another  may  not. 

Senator  Aiken.  A  fellow  may  just  be  a  few  rods  too  far  away  to  be 
served  under  the  criteria  which  most  of  the  utility  companies  use. 

Senator  Talmadge.  Then  the  first  issue  is  whether  or  not  the  Comp¬ 
troller  General  had  authority  to  make  such  a  decision;  is  that  correct? 

Senator  Aiken.  I  think  you  might  well  look  into  how  far  the 
Comptroller  General  can  go  in  interpreting  the  intent  of  Congress. 

Senator  Talmadge.  Secondly,  if  he  had  authority  to  make  a  deci¬ 
sion,  did  he  make  it  correctly  or  incorrectly? 

Senator  Aiken.  I  contend  that  the  decision  is  completely  wrong. 
That  is  why  I  am  here. 

Senator  Talmadge.  Thank  you  very  much. 

Senator  Aiken.  The  Department  of  Agriculture  concurs  with  that 
position. 

Senator  Talmadge.  Thank  you,  sir. 

Senator  Aiken.  In  their  letter,  they  took  vigorous  dissent. 

Senator  Talmadge.  I  have  not  had  an  opportunity  to  read  those 
letters. 

Senator  Holland.  Senator  Schoeppel. 

Senator  Schoeppel.  I  have  no  questions. 

Senator  Holland.  Senator  Young. 

Senator  Young  of  Ohio.  Mr.  Chairman,  my  friend  from  Georgia 
asked  some  of  the  questions  that  I  had  thought  of  asking,  but  I  think 
I  have  one  or  two.  However,  may  I  at  the  outset  say  to  the  dis¬ 
tinguished  Senator  from  Vermont  that  I  admire  the  statement  that 
he  made,  very  much,  and  that  I  completely  concur  in  his  views. 

You  see,  I  am  a  city  fellow  from  Cleveland,  but  it  happens  that 
I  was  born  in  Puckerbrush  Township  in  Ohio  and  reared  on  a  farm. 
It  is  a  matter  of  pride  with  me  that  many  years  ago  I  voted  in  favor 
of  the  creation  of  the  Rural  Electrification  Administration. 

Isn’t  it  a  fact  that  had  the  recent  interpretation  of  the  Comp¬ 
troller  General — had  this  rule  been  in  effect  from  the  time  of  inception 
of  our  REA,  up  to  the  present  time,  very  few  of  the  great  achieve¬ 
ments  of  rural  electrification  would  have  taken  place  ? 

Senator  Aiken.  I  think  that  is  true,  Senator  Young.  One  situa¬ 
tion  which  has  been  brought  about  is  this:  The  REA  originally  went 
into  what  is  known  as  “skim  milk”  territory  where  the  corporate 
utilities  felt  they  could  not  profitably  put  lines,  and  in  most  cases 
I  expect  they  were  right  about  that.  But  the  cooperatives  did  put 
lines  in  there  and  as  a  result  what  was  originally  “skim  milk”  territory 
began  to  get  richer.  People  moved  out  on  the  lines,  they  built  homes, 
the  farms  improved,  they  put  in  equipment,  and  made  an  uneconomic 
farm  pay  its  way,  and  in  same  cases  small  industries  moved  out  on 
these  lines,  and  even  villages  and  small  towns  grew  up  around  them. 
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Some  of  the  lines  that  went  out  in  rural  areas  covered  these  com¬ 
munities  which  have  since  become  suburban  areas.  Some  industrial 
and  housing  developments  have  sprung  up  upon  them.  Some  of  that 
“skim  milk”  territory  has  got  a  lot  of  “cream”  on  it  now  and  those 
who  originally  declined  to  serve  it  look  very  enviously  and  want  to 
partake  in  skimming  off  this  cream. 

Senator  Young  of  Ohio.  Isn’t  it  a  fact,  Senator,  that  the  purpose 
of  Senate  Resolution  21  is  to  spell  out  in  no  uncertain  terms  the  intent 
of  the  Congress? 

Senator  Aiken.  Of  the  Senate. 

Senator  Young  of  Ohio.  Of  the  Senate  ? 

Senator  Aiken.  Yes,  of  the  Senate. 

Senator  Young  of  Ohio.  So  while,  if  this  Senate  Resolution  21  is 
recommended  out  from  the  committee  and  then  passes  in  the  Senate, 
then  the  Comptroller  General  knows  the  intent  of  the  Senate? 

Senator  Aiken.  That  is  right.  It  will  remove  the  fear  that  he 
might  rescind  his  decision.  They  might  change  the  decision  and 
direct  REA  to  call  in  loans  that  have  been  made  over  the  last  22  or  23 
years. 

Senator  Young  of  Ohio.  It  is  a  fact,  isn’t  it,  that  admittedly  the 
Comptroller  General  has  a  right  to  this  interpretation  if  he  thinks 
there  is  an  uncertainty  in  the  intent  ? 

Senator  Aiken.  I  don’t  want  to  speak  conclusively  on  that,  but  1 
think  he  had  the  right  to  render  the  opinion. 

Senator  Young  of  Ohio.  Yes,  but  now  for  those  of  us  who  take  the 
firm  view  that  the  kerosene  lamp  and  wood  stove  are  no  longer  good 
enough  for  the  farmers  of  our  country,  and  we  are  friends  of  rural 
electrification,  this  spells  out  our  intent  to  foster  and  promote ;  is  that 
correct  ? 

Senator  Aiken.  That  was  my  purpose  anyway.  We  also  have  to 
realize  that  besides  improving  the  rural  areas,  the  rural  electrification 
program  serving  over  4  million  rural  homes  and  some  suburban  homes 
at  the  present  time  has  created  billions  of  dollars  worth  of  business 
and  thousands  of  jobs  for  people  who  live  in  the  cities. 

Now  the  REA  is  in  a  position  where,  in  order  to  meet  the  demands 
to  enable  their  members  to  purchase  modern  electrical  equipment,  they 
have  to  provide  more  power.  I  think  that  is  important  at  the  present 
time  because  it  is  my  understanding  the  manufacturing  of  electrical 
appliances  and  equipment  has  had  a  rather  serious  decline  and  we  can 
help  rebuild  that  business  if  we  just  go  ahead  and  build  heavier, 
stronger  lines  that  will  carry  more  adequate  supplies  of  power  in  the 
areas  served  by  the  REA. 

Senator  Young  of  Ohio.  I  think  that  the  distinguished  Senator 
from  Vermont  has  made  a  distinct  contribution  today.  I  think  we 
are  all  glad  to  have  his  testimony.  I  have  no  further  questions. 

Senator  Holland.  For  the  record,  briefly,  I  would  like  to  say  that 
in  my  estimation  the  principal  contribution  made  in  the  rendering  of 
the  service  has  been  along  the  highways  where  the  necessity  for  garages, 
service  stations,  motels,  and  things  of  that  kind  have  been  met  by  the 
existence  or  the  near  presence,  of  the  REA  lines  which  enabled  the 
coming  in  of  those  facilities  to  add  to  the  various  types  of  business 
mentioned  already. 

Senator  Holland.  According  to  the  list  given  to  me,  Senator  Curtis 
is  the  next  witness. 
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STATEMENT  OF  HON.  CARL  T.  CURTIS,  A  U.S.  SENATOR  FROM  THE 

STATE  OF  NEBRASKA 

Senator  Curtis.  Thank  you,  Mr.  Chairman.  My  remarks  with  re¬ 
gard  to  Senate  Resolution  21  will  he  very  brief.  I  am  a  cosponsor  of 
the  bill  and  in  favor  of  the  resolution.  I  favor  its  passage — its  ap¬ 
proval  by  this  committee  and  its  passage  by  the  Senate. 

It  appears  that  administratively  the  particular  problem  that  arose 
has  been  taken  care  of  but  the  matter  of  making  it  clear  for  all  other 
REA  applicants  I  think  makes  it  important  that  the  resolution  should 
be  passed.  I  appreciate  the  opportunity  to  go  on  the  record. 

Senator  Holland.  Is  there  a  question  by  any  member  of  the  com¬ 
mittee? 

Senator  Talmadge.  Yes. 

Senator  Holland.  Senator  Talmadge. 

Senator  Talmadge.  You  stated  that  administratively  the  situa¬ 
tion  had  been  cleared  up.  Would  you  clarify  that,  please  ?  What  has 
been  clarified? 

Senator  Curtis.  It  is  my  understanding  that  the  Department  of 
Agriculture  moving  primarily  by  the  suggestion  of  Mr.  David  Hamil 
and  the  Secretary’s  Office,  prevailed  upon  the  Comptroller  General  to 
change  his  position  in  this  particular  case. 

Senator  Holland.  You  are  referring,  are  you  not,  to  the  fact  that 
there  was  a  first  opinion  of  the  Comptroller  General  followed  by  a 
second  one? 

Senator  Curtis.  That  is  correct. 

Senator  Holland.  Both  of  which  are  in  the  record. 

Senator  Aiken.  Mr.  Chairman,  I  think  the  opinions  in  the  record 
will  clarify  that.  However,  I  believe  in  the  final  statement  of  the 
Comptroller  General  he  didn’t  rescind  his  first  opinion  that  these 
loans  may  have  been  or  were  illegally  made,  but  simply  stated  that 
lie  would'  not  undertake  to  enforce  collection  of  them  pending  some 
decision  on  the  part  of  the  Congress.  As  the  opinion  stands,  they 
were  not  properly  made. 

Senator  Holland.  Senator  Curtis,  is  that  the  matter  you  referred 
to  in  your  earlier  testimony  ? 

Senator  Curtis.  Yes. 

Senator  Holland.  Senator  Talmadge. 

Senator  Talmadge.  No  further  questions. 

Senator  Holland.  Senator  Schoeppel. 

Senator  Schoeppel.  Do  you  feel  that  in  order  to  clarify  this  so 
that  there  will  not  be  any  question  about  loans  heretofore  made  or 
loans  now  in  the  process  of  being  completed,  that  Senate  Resolution 
21  should  be  passed  by  the  Senate  ? 

Senator  Curtis.  I  do. 

Senator  Schoeppel.  Despite  the  fact  that  the  matter  that  you  have 
testified  to  a  moment  ago  had  been  administratively  taken  care  of  in 
protection  of  some  of  the  back  loans  and  some  of  the  future  loans 
that  have  been  consummated,  is  that  the  point? 

Senator  Curtis.  Yes. 

Senator  Holland.  Senator  Young. 

Senator  Young  of  Ohio.  No  questions. 

Senator  Holland.  Senator  Mundt. 
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Senator  Mundt.  No  questions. 

Senator  Holland.  Senator  Ellender,  any  quest  ions  ? 

Senator  Ellender.  No. 

Senator  Holland.  Thank  you  very  much. 

Senator  Holland.  According  to  my  list,  Senator  Humphrey  is  the 
next  witness. 

STATEMENT  OF  HON.  HUBERT  H.  HUMPHREY,  A  U.S.  SENATOR 
FROM  THE  STATE  OF  MINNESOTA 

Senator  Humphrey.  Mr.  Chairman,  I  think  the  case  for  Senate 
Resolution  21  has  been  stated  in  great  detail  and  very  effectively  by 
Senator  Aiken.  It  has  been  supported  by  Senator  Curtis.  I  am  also 
a  cosponsor  with  Senator  Aiken  of  Senate  Resolution  21  and  feel  that 
the  adoption  of  this  resolution  is  absolutely  essential  to  make  the  intent 
of  Congress  unqualifiedly  clear. 

I  believe  that  the  language  of  the  ruling  of  the  Comptroller  General 
would  bring  about  some  confusion  and  uncertainty  in  the  future,  as 
well  as  in  regard  to  all  loans  in  the  past. 

Temporarily  on  the  immediate  loans  relating  to  the  Iowa  project, 
Senator  Schoeppel’s  question  brought  out  that  there  had  been  a  clari¬ 
fication  insofar  as  any  collections  are  concerned ;  but  for  all  other  loans 
in  the  past  and  for  forthcoming  loans  and  the  policy  relating  to  those 
loans,  I  think  the  resolution  which  Senator  Aiken  has  sponsored, 
along  with  many  of  us  as  cosponsors,  is  important. 

I  would  also  like  to  add  that  I  have  a  brief  statement  which  I  am 
not  going  to  read.  I  will  ask  to  have  it  made  part  of  the  record  in  sup¬ 
port  of  Senate  Resolution  21,  so  that  we  conserve  time  here  because  I 
do  not  believe  there  is  anything  important  that  needs  to  be  said  or  can 
be  said  about  it  that  would  give  further  information. 

Senator  Holland.  Without  objection,  the  statement  of  Senator 
Humphrey  with  reference  to  Senate  Resolution  21  will  be  inserted  in 
the  record. 

( The  statement  referred  to  is  as  follows : ) 

Mr.  Chairman,  I  have  been  tremendously  concerned  about  the  dangers  inherent 
in  the  Comptroller  General's  ruling  on  REA  since  it  was  first  announced  last  year. 
I  have  felt  strongly  that  the  Congress  should  take  prompt  and  affirmative  action 
to  clear  away  the  confusion  and  uncertainty  which  that  ruling  created. 

I  was  very  pleased,  therefore,  to  join  with  the  distinguished  Senator  from  Ver¬ 
mont  and  other  of  our  colleagues  in  sponsoring  Senate  Resolution  21.  Senator 
Aiken  has  always  been  one  of  REA’s  greatest  supporters,  and  certainly  this  reso¬ 
lution  is  a  splendid  example  of  that  support. 

Many  of  us  were  shocked  last  year  when  the  Comptroller  General  issued  this 
REA  ruling.  He  ruled  on  a  specific  loan  to  a  co-op  in  Iowa,  but  his  language  was 
so  broad  that  it  would  have  impaired  the  entire  REA  lending  program.  One 

thing  is  certain,  and  every  one  connected  with  the  program  agrees  on  this _ if 

the  Comptroller  had  made  the  same  ruling  23  years  ago  there  would  never  have 
been  an  REA  program. 

This  is  my  opinion,  and  it  is  also  the  opinion  of  the  local  rural  electric  coop¬ 
eratives,  the  National  Rural  Electric  Cooperative  Association,  the  U.S.  Depart¬ 
ment  of  Agriculture,  and  the  Rural  Electrification  Administration.  When  all  of 
these  groups  agree  on  a  matter  pertaining  to  REA,  you  can  be  sure  their  posi¬ 
tion  is  well  taken.  As  you  know,  they  haven’t  always  agreed  on  policies  in  the 
past  few  years. 

This  ruling  says  in  effect  that  a  rural  electric  system  can’t  serve  anyone  if  a 
private  power  company  happens  to  have  lines  somewhere  in  the  area.  The 
REA  Act  says  loans  will  be  made  to  serve  unserved  persons,  but  the  Comptroller 
General  says  the  act  didn’t  really  mean  “persons”  at  all;  that  it  meant  “un- 
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served  areas.”  This  is  sheer  nonsense.  The  act  is  clear  and  unambiguous  and 
speaks  for  itself. 

For  23  years  the  REA  has  administered  the  act.  according  to  what  the  act 
said.  The  Congress  has  heartily  approved  the  REA's  lending  policies.  This  is 
obvious,  because  we  have  appropriated  funds  year  after  year  to  implement  those 
policies. 

This  resolution  merely  restates  the  intent  of  Congress  so  far  as  the  rural 
■electrification  program  is  concerned.  It  is  clear  and  simple  and  provides  for 
nothing  which  was  not  contained  in  the  original  act.  I  trust  the  Comptroller 
General  will  have  no  difficulty  in  interpreting  either  the  meaning  or  the  legis¬ 
lative  history  of  this  resolution. 

One  of  the  things  which  most  concerned  me  about  the  ruling  was  the  manner 
in  which  the  Comptroller  General  attempted  to  justify  it.  In  a  letter  to  him  last 
August,  I  pointed  out  that  he  had  omitted  great  gaps  in  the  record  of  the  con¬ 
gressional  debate  when  the  REA  Act  was  being  considered.  Colloquys  between 
Senators  were  taken  completely  out  of  context  and  the  Comptroller  left  out 
language  which  made  the  intent  of  Congress  crystal  clear. 

I  thought  this  was  a  very  poor  basis  for  such  an  important  ruling  and  I 
•communicated  that  feeling  to  the  Comptroller  General.  At  the  same  time  I 
suggested  to  the  Senate  Agriculture  Appropriations  Subcommittee  that  they 
study  the  ruling  in  an  attempt  to  determine  why  it  was  issued  and  what  was 
behind  it.  I  still  feel  that  such  a  study  is  badly  needed  and  is  very  much  in  the 
public  interest. 

I  enthusiastically  support  and  endorse  Senate  Resolution  21.  I  hope  the  com¬ 
mittee  will  give  it  prompt  and  favorable  action. 

Secretary  Humphrey.  Mr.  Chairman,  I  also  have  a  letter  that  was 
made  available  to  me  to  be  brought  to  this  meeting  by  Senator  Mans¬ 
field.  It  is  addressed  to  you,  sir. 

Senator  Mansfield  points  out  that  due  to  other  congressional  mat¬ 
ters  he  is  unable  to  testify  in  person  on  behalf  of  Senate  Resolu¬ 
tion  21. 

He  says : 

I  have  asked  Senator  Humphrey  to  present  this  letter  to  you  and  the  mem¬ 
bers  of  the  subcommittee,  expressing  my  complete  support  for  the  purposes  of 
this  resolution,  which  I  have  cosponsored  with  the  distinguished  senior  Senator 
from  Vermont,  Mr.  Aiken,  and  others. 

His  letter  is  self-explanatory.  Senator  Mansfield  wholeheartedly 
supports  this  resolution. 

I  ask  unanimous  consent  that  his  letter  be  made  a  part  of  the 
record. 

Senator  Holland.  Without  objection,  it  will  be  made  a  part  of  the 
record. 

(The  letter  referred  to  follows :) 

U.S.  Senate, 

March  4,  1959. 

Hon.  Spessard  Holland, 

Chairman,  Subcommittee  on  Agricultural  Credit  and  Rural  Electrification, 
Senate  Committee  on  Agriculture  and.  Forestry,  U.S.  Senate, 

Washington,  D.C. 

Dear  Mr.  Chairman  :  Due  to  other  congressional  matters  I  will  be  unable  to 
testify  in  person  today  in  behalf  of  Senate  Resolution  21,  but  I  have  asked 
Senator  Humphrey  to  present  this  letter  to  you  and  the  members  of  the  sub¬ 
committee  expressing  my  complete  support  for  the  purposes  of  this  resolution, 
which  I  have  cosponsored  with  the  distinguished  senior  Senator  from  Vermont. 
Mr.  Aiken,  and  others. 

The  rural  electrification  program,  in  my  estimation,  is  one  of  the  finest  and 
most  productive  federally  sponsored  programs  that  has  ever  been  put  into 
operation.  The  REA  program  has  made  it  possible  for  hundreds  of  thousands 
of  families  in  rural  areas  to  have  electricity  and  telephone  service  and  the  con¬ 
veniences  that  are  dependent  on  this  source  of  energy.  At  the  present  time 
approximately  95  percent  of  the  Nation’s  farms  are  electrified,  but  the  major 
project  ahead  is  to  bring  this  service  to  the  remaining  5  percent  and  on  an 
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economical  basis.  Also,  we  must  protect  the  efficient  operation  of  existing  rural 
electrification  and  telephone  cooperatives.  In  the  past  year  decisions  handed 
down  by  the  Comptroller  General  have  clouded  and  confused  the  administration 
of  this  important  program. 

It  is  time  that  the  Congress  restated  its  intent  and  desire  to  have  the  Rural 
Electrification  Administration  operate  as  an  independent  agency  of  the  Federal 
Government.  The  REA  Administrator  must  have  full  authority  over  its  own 
loan  program,  if  not,  the  heart  of  the  entire  REA  program  will  be  lost  in  a 
matter  of  years. 

This  situation  requires  that  the  Congress  reaffirm  its  desire  to  see  that  full 
authority  is  reestablished  to  the  Administrator.  That  is  what  Senate  Resolu¬ 
tion  21  will  do  and  nothing  more. 

I  sincerely  hope  that  your  subcommittee  will  recognize  the  seriousness  of 
the  situation  and  report  favorably  on  Senate  Resolution  21  at  an  early  date. 

I  would  appreciate  having  this  letter  made  a  part  of  the  printed  record  of 
this  hearing. 

Thanking  you  and  with  best  personal  wishes,  I  am 
Sincerely  yours, 


Mike  Mansfield. 


Senator  Humphrey.  I  have  nothing  else  to  add  except  that  as  soon 
as  we  can  clarify  this  matter,  the  better  it  is  going  to  be  for  Mr. 
Hamil  and  for  the  Department  of  Agriculture  and  for  all  of  us  who 
are  asked  questions  by  our  EE  A  friends  as  to  what  the  firm  national 
policy  is  relating  to  loans  and  the  interpretation  of  such  words  as 
“area”  for  example,  which  was  referred  to  by  the  Comptroller 
General. 

Thank  you. 

Senator  Holland.  Thank  you,  sir. 

Senator  Sparkman. 


STATEMENT  OF  HON.  JOHN  J.  SPARKMAN,  A  U.S.  SENATOR  FROM 

THE  STATE  OF  ALABAMA 

Senator  Sparkman.  Thank  you,  Mr.  Chairman,  and  gentlemen  of 
the  committee.  I  shall  be  very  brief. 

As  one  of  its  sponsors,  I  appear  here  this  morning  in  behalf  of  Senate 
Resolution  21. 

As  you  all  know,  Senate  Resolution  21  was  introduced  for  the  pur¬ 
pose  of  making  it  clear  that  it  is  the  Senate’s  intention  that  the  REA 
loans  continue  to  be  granted  on  the  same  basis  that  they  have  been 
granted  since  the  original  REA  law  was  enacted. 

Mr.  Chairman,  I  am  not  one  of  those  who  feel  that  private  power  is 
all  black  and  public  power  is  all  white.  There  are  things  in  both  of 
these  programs  which  could  be  improved.  I  think  there  is  plenty  of 
room  m  this  country  for  both  public  and  private  power,  and  I  think 
that  the  combination  of  the  two  has  been  a  tremendous  job  of  raising 
this  Nation  to  the  high  standards  of  living  which  it  enjoys  today.  We 
need  all  the  power  we  can  get,  public  and  private. 

Let  me  cite  a  situation  in  my  own  State.  Since  the  first  REA  elec¬ 
tric  line  was  established  in  Cullman  in  1936,  there  has  been  a  total  of 
2<  borrowers,  24  of  them  cooperatives.  They  have  received  loan 
approvals  totaling  $92  million  as  of  July  1,  1958.  Alabama  electric 
borrowers  have  maintained  good  repayment  records.  None  were  over¬ 
due.  Of  the  $16  million  federally  advanced  to  borrowers,  $13,500,000 
has  been  repaid;  $8  million  paid  in  interest;  $2,800,000  paid  ahead  of 
schedule. 
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In  Alabama,  on  July  1, 1958,  nearly  167,000  of  177,000  farms  in  this 
State  had  electricity;  that  is  94  percent.  In  1936  the  figure  was  4 
percent. 

I  am  not  intending  to  say  that  all  of  this  has  been  done  by  REA, 
but  it  has  been  done  by  the  combination  of  REA  and  of  private  power 
programs,  the  program  largely  spearheaded  by  the  REA  program  that 
has  brought  this  about. 

I  am  sure  that  this  is  typical  of  the  entire  country.  I  do  not  believe 
anything  ought  to  be  allowed  to  stand,  to  impede  the  REA  program. 
Therefore,  I  strongly  support  Senate  Resolution  21. 

Senator  Holland.  Thank  you,  Senator  Sparkman. 

Senator  Talmadge,  any  questions? 

Senator  Talmadge.  No  questions. 

Senator  Holland.  Senator  Mundt. 

Senator  Mundt.  I  would  like  to  inquire  of  Senator  Sparkman 
whether  he  shares  my  interpretation  of  Senate  Resolution  21  with 
his,  that  it  would  simply  permit  REA  to  continue  to  do  legally  what  it 
has  been  doing  in  the  years  past,  and  do  it  without  any  shadow  of  some 
accountancy  technicality  coming  along  which  would  bring  uncer¬ 
tainty  or  delay  in  carrying  out  the  intention  of  Congress. 

Senator  Sparkman.  That  is  my  interpretation. 

Senator  Mundt.  Is  that  also  the  interpretation  of  Senator 
Humphrey  ? 

Senator  Humphrey.  Absolutely. 

Senator  Mundt.  I  think  the  faster  and  more  speedily  we  can  pass 
this  legislation  the  better  off  we  will  be. 

Senator  Sparkman.  I  agree  wholeheartedly. 

Senator  Holland.  Senator  Young. 

Senator  Young.  No  questions. 

Senator  Holland.  Senator  Schoeppel. 

Senator  Schoeppel.  I  would  like  to  say  to  the  distinguished  Senator 
from  Alabama  that  when  I  was  with  the  State  commission  we  had  the 
question  of  overlapping  of  the  territories.  Apropos  of  what  the  distin¬ 
guished  Senator  just  said,  there  were  areas  where  there  may  have 
been  some  conflict,  but  those  situations  have  been  completely  and  totally 
worked  out. 

The  ruling  of  the  Comptroller  General  might  cast  some  doubt  on 
what  has  heretofore  been  done.  In  many,  many  instances  it  was  mutu¬ 
ally  agreed  to  between  the  REA  authorities  and  the  private  power 
companies. 

I  share  the  feelings  expressed  here  that  this  ought  to  be  expedited 
and  clarified,  because  I  think  they  have  done  a  splendid  job.  Cer¬ 
tainly,  there  are  rural  areas  that  would  not  have  been  served  had  they 
not  gone  into  this  field. 

Senator  Holland.  Senator  Ellender. 

Senator  Ellender.  No  questions. 

Senator  Holland.  Senator  Aiken. 

Senator  Aiken.  No  questions. 

Senator  Holland.  Thank  you,  Senator  Sparkman. 

( Senator  Sparkman’s  prepared  statement  is  as  follows :) 

Mr.  Chairman,  as  one  of  its  sponsors,  I  appear  here  this  morning  in  behalf  of 
Senate  Resolution  21. 

As  we  all  know,  Senate  Resolution  21  was  introduced  for  the  purpose  of  making 
it  clear  that  it  is  the  Senate’s  intention  that  REA  loans  continue  to  be  granted 
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on  the  same  basis  that  they  have  been  granted  since  the  original  REA  law  was 
enacted. 

Briefly,  I  want  to  say  that  the  June  1958  decision  and  the  October  1958  opinion 
of  the  Comptroller  General  can  have  the  effect  of  contributing  to  the  untimely 
end  of  the  REA  program. 

It  is  a  matter  of  record  that  I  am  not  one  of  those  who  feels  that  private  power 
is  all  black  and  public  power  is  all  white.  There  are  things  in  both  of  these 
programs  which  could  he  improved.  I  think  there  is  plenty  of  room  in  this  coun¬ 
try  for  both  public  and  private  power,  and  I  think  that  the  combination  of  the 
two  has  done  a  tremendous  job  of  raising  this  Nation  to  the  high  standard  of 
living  which  it  enjoys  today.  We  need  all  the  power  we  can  get,  public  and 
private. 

In  view  of  this  need  I  cannot  go  along  with  those  who  try  to  harm  public 
power.  As  Senator  Aiken  has  stated,  if  the  Comptroller  General’s  decision  is 
allowed  to  stand,  every  application  for  an  REA  loan  would  have  to  be  sent  back 
for  reevaluation.  I  also  understand  that  REA  analysts  Would  find  it  hard  to 
develop  the  necessary  criteria  for  conforming  to  the  Comptroller  General’s 
position. 

Thus,  in  effect,  we  have  here  an  attempt  to  complicate  the  REA  loanmaking 
process.  I  regret  this  attempt  in  view  of  the  fine  record  that  REA  cooperatives 
have  made  in  their  loan  repayments. 

Since  1946  the  total  loss  nationally  to  the  Government  on  foreclosures  on  REA 
loans  has  amounted  to  only  $44,478.  As  of  July  1,  1958,  the  total  amount  of 
principal  and  interest  overdue  nationally  more  than  30  days  amounted  to  only 
$106,619,  and  this  was  attributed  to  the  delinquency  of  only  four  borrowers. 

This  is,  indeed,  a  remarkable  record.  My  own' State  of  Alabama  has  more 
than  done  its  share  in  helping  establish  this  remarkable  repayment  record. 

Alabama  has  profited  immensely  under  REA.  Since  the  first  REA  electric 
line  was  established  at  Cullman  in  1936,  a  total  of  27  borrowers,  24  of  them 
cooperatives,  has  received  loan  approvals  totaling  $92  million  as  of  July  1,  1958. 

Alabama’s  electric  borrowers  have  maintained  good  repayment  records  through 
July  1,  1958.  None  were  overdue.  Of  the  $76  million  federally  advanced  to 
borrowers  $13,500,000  has  been  repaid  on  the  original  loan;  $8  million  paid  in 
interest ;  and  $2.8  million  paid  ahead  of  schedules. 

In  Alabama  on  July  1,  1958,  nearly  167, 000  of  177,000  farms,  or  94  percent, 
had  electricity.  In  1935  only  4  percent  had  electricity. 

Any  attempt  to  complicate  the  REA  loanmaking  process  can  mean  further 
delay  in  providing  10,000  Alabama  farms,  still  without  electricity,  with  the 
electric  facilities  they  badly  need. 

Electricity  on  farms  is  pretty  much  taken  for  granted  these  days.  However, 
there  are  still  over  200.000  farms  in  the  Nation  which  do  not  have  electricity. 
The  people  on  these  farms  are  living  in  the  20tli  century.  They  have  the  right 
to  enjoy  the  conveniences  of  this  century. 

I  hope  and  I  believe  that  Senate  Resolution  21  will  receive  substantial  support 
in  the  Senate  and  thus  make  it  clear  to  all  that  the  Senate  is  not  going  to  stand 
by  idly  while  roadblocks  are  thrown  into  the  path  of  100  percent  electrification 
of  our  farms  and  rural  areas. 

Mr.  Chairman,  I  thank  you. 

Senator  Holland.  Senator  Langer  has  asked  to  be  heard.  I  under¬ 
stand  he  has  been  detained,  and  that  there  is  someone  here  from  his 
office  to  represent  him.  Would  you  please  give  us  your  name? 

Mrs.  Gwinn.  I  am  Mrs.  Dorothy  E.  G-w-i-n-n.  Senator  Langer 
asked  me  to  have  his  position  made  known  as  being  in  favor  of  the 
resolution.  He  is  one  of  the  cosponsors. 

Senator  Holland.  Thank  you,  Mrs.  Gwinn. 

Senator  Ellender  (presiding) .  I  understand  Mr.  Whitmore,  presi¬ 
dent  of  the  Iowa-Illinois  Gas  &  Electric  Co.  is  anxious  to  leave  this 
afternoon,  and  has  a  return  ticket.  I  think,  to  return  at  2  o’clock.  Is 
Mr.  Whitmore  present  ? 

Mr.  Whitmore.  Yes. 
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STATEMENT  OE  CHARLES  H.  WHITMORE,  PRESIDENT,  IOWA- 
ILLINOIS  GAS  &  ELECTRIC  CO.,  DAVENPORT,  IOWA 

Mr.  Whitmore.  Mr.  Chairman,  and  members  of  the  subcommittee, 
1  am  Charles  H.  Whitmore,  president  of  Iowa-Ulinois  Gas  &  Electric 
Co.,  of  Davenport,  Iowa.  1  wish  to  thank  Chairman  Holland  and  the 
members  of  the  subcommittee  for  granting  me  this  opportunity  to 
be  heard  on  proposed  Senate  Resolution  21.  The  resolution  would 
declare  as  the  sense  of  the  Senate  that  the  decisions  of  the  Comp¬ 
troller  General  of  July  21  and  October  15,  1958,  referred  to  therein 
are  rejected  as  contrary  to  the  clear  intent  of  the  Congress. 

Gentlemen,  this  situation  which  made  me  request  the  opportunity 
to  speak  with  respect  to  the  resolution,  stated  in  capsule  form,  is  this: 
My  company  was  subjected  to  a  raid  by  a  co-op  to  capture  a  customer. 
The  raid  was  financed  by  an  REA  loan  which  we  believed  was  illegal. 
We  tried  to  protect  ourselves,  but  the  raid  was  successful.  The  Comp¬ 
troller  General  has  ruled  that  such  loan  was  illegal.  The  adoption' 
of  the  resolution  would  amount  to  Senate  approval  of  the  financing 
of  such  raiding  with  Federal  funds. 

It  was  my  company  which  called  to  the  attention  of  the  Comptroller 
General  the  REA  loan  which  he  held  to  be  illegal  in  his  two  decisions 
referred  to  in  proposed  Senate  Resolution  21.  1  am  here  today  be¬ 

cause  1  think  the  decisions  are  right  in  holding  the  loan  that  deprived 
us  of  our  customer  to  be  illegal,  and  because  1  know  this  subcommittee, 
before  taking  any  action  with  respect  to  proposed  Senate  Resolution 
21,  will  want  to  know  the  background  of  those  decisions. 

Iowa-Illinois  is  a  gas  and  electric  utility  company  owned  by  more 
than  13,000  shareholders.  In  1956  we  became  concerned  over  a  situa¬ 
tion  involving  one  of  our  industrial  customers  served  from  facilities 
purchased  by  us  earlier  that  year  from  an  electric-railway  company. 
An  REA  loan,  which  we  considered  to  be  clearly  unlawful,  threatened 
the  loss  of  that  and  other  customers  and,  in  fact,  had  just  that  result. 
The  industrial  customer  was  Lehigh  Sewer  Pipe  &  Tile  Co.  at  Lehigh, 
Iowa.  I  shall  refer  to  that  company  as  “Lehigh  Pipe."  They  had 
decided  to  expand  their  manufacturing  facilities  and  had  made  plans 
to  erect  a  new  building  on  the  same  plot  of  ground  with  their  existing 
facilities  then  served  by  my  company.  The  new  building  was 
erected  about  160  feet  from  the  existing  facilities.  My  company,  as 
well  as  its  predecessor  in  interest,  the  railway  was  ready,  willing  and 
able  to,  and  offered  to,  provide  the  electric-energy  requirements  of  the 
entire  Lehigh  Pipe  plant,  including  the  new  addition.  Negotiations 
with  Lehigh  Pipe  to  that  end  were  in  progress  when  we  learned  that 
the  Rural  Electrification  Administrator  had  granted  a  loan  of  approxi¬ 
mately  $120,000  to  a  co-op  to  construct  a  20-mile  transmission  line  for 
the  alleged  sole  purpose  of  enabling  the  co-op  to  serve  the  electric 
requirements  of  the  addition  to  the  Lehigh  Pipe  plant.  Prior  to  that 
time  the  Administrator  had  ruled  the  loan  could  not  be  granted 
because  Lehigh  Pipe  was  receiving  central-station  service  from  our 
facilities.  The  $120,000  was  a  portion  of  an  overall  loan  which  had 
originally  been  announced  in  September  of  1955.  The  portion  thereof 
to  build  the  line  to  serve  Lehigh  Pipe  had  subsequently  been  disap- 
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proved,  as  just  stated,  because  Lehigh  Pipe  was  then  receiving  central- 
station  service. 

Senator  Ellender  (presiding).  When  did  that  start!  When  did 
you  start  furnishing  power? 

Mr.  Whitmore.  Our  predecessors  and  interest,  the  Railway  Co., 
had  furnished  Lehigh  Pipe  from  the  time  it  began  as  an  operator 
for  many  years  ago. 

Senator  Ellender.  And  you  bought  them  out  ? 

Mr.  Whitmore.  We  bought  them  out ;  yes,  sir. 

Senator  Ellender.  When  was  that  done  ? 

Mr.  Whitmore.  In  1956. 

Senator  Ellender.  How  long  before  the  loan  was  made ? 

Mr.  Whitmore.  Approximately  a  year. 

Senator  Ellender.  Was  the  REA  in  that  area?  operating  in  that 
area  ? 

Mr.  "Whitmore.  They  were  operating  in  that  area  in  a  minor  way 
but,  as  set  forth  here  in  the  formal  statement,  the  20-mile  tap  was 
stated  by  an  officer  of  the  co-op  to  have  been  built  for  the  sole  purpose 
of  picking  up  that  addition  of  the  Lehigh  plant. 

Senator  Ellender.  Is  that  true  ? 

Mr.  W hitmore*.  I  presume  so. 

Senator  Ellender.  Did  it  serve  any  other  industries  there  or  any 
other  people  that  they  were  entitled  to  serve  ? 

Mr.  Whitmore.  Not  in  my  opinion  off  of  that  tap,  because  they 
took  over  the  rest  of  the  plant  which,  to  begin  with,  they  said  they 
were  not  planning  to  serve — it  wasn’t  for  that  purpose — it  was  to 
serve  the  unserved  part.  I  believe  that  is  somewhat  further  explained 
in  the  formal  statement,  but  the  basic  purpose  of  the  20-mile  tap  was 
stated  to  be  to  take  over  just  the  part  of  the  manufacturing  plant  that 
was  new.  But  as  you  will  see  here,  that  isn’t  what  transpired. 

Senator  Ellender.  Proceed. 

Mr.  Whitmore.  The  portion  of  the  loan  to  build  the  line  had  been 
subsequently  disapproved. 

We  believed  then,  as  we  believe  now,  that  such  loan  was  clearly 
illegal,  as  found  by  the  Administrator,  because  of  the  limitation  of 
the  Rural  Electrification  Act  that  loans  for  financing  construction  of 
facilities  can  be  made  only  to  serve  persons  in  rural  areas  not  receiving 
central-station  service. 

Senator  Ellender.  You  say  “as  found  by  the  Administrator.” 
Why  didn’t  he  find  that  out  before  he  made  the  loan  ? 

Mr.  Whitmore.  He  found  that  the  loan  could  not  be  granted  and 
he  later  reversed  himself  on  the  ground  that  the  new  plant  because 
it  was  160  feet  away  was  a  new  person,  a  new  unserved  person.  The 
co-op  itself  is  treating  the  entire  plant  just  as  the  Lehigh  Pipe  organ¬ 
ization — as  one  plant.  It  is  now  served  through  one  meter.  It  is  one 
customer  for  all  practical  purposes. 

We  promptly  brought  suit  in  the  District  of  Columbia  for  a  declara¬ 
tion  of  rights  and  an  injunction  against  the  loan.  Our  complaint  was 
dismissed  without  any  decision  on  the  merits  on  the  ground  that  an 
earlier  case  required  the  holding  that  we  did  not  have  standing  to 
litigate  the  legality  of  an  REA  loan. 

Senator  Ellender.  To  what  extent  does  your  company  compete 
with  REA  in  that  particular  area  ? 
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Mr.  Whitmore.  According  to  the  documents  that  are  submitted 
along  with  my  statement  and  are  in  the  record  as  previously  suggested 
by  Chairman  Holland,  the  REA  was  on  the  property  with  a  small 
residential  line,  but  as  for  the  industrial  customers  the  co-op  had  not 
been  in  that  territory  at  all.  It  was  some  20  miles  away,  and  so  far 
as  I  know  it  did  not  have  that  area  other  than  for  its  stated  purpose 
of  serving  farmers  who  had  not  otherwise  been  served. 

Senator  Ellender.  Nor  had  you  when  you  bought  out  the  facili¬ 
ties? 

Mr.  Whitmore.  On  the  contrary,  sir,  we  were  in  that  area  since 
about  1906,  but  that  was  in  adjoining  property.  The  railway  had 
served  a  part  of  the  area.  We  had  served  a  part  of  the  area.  We 
had  owned  a  part  of  the  area.  We  purchased  the  railway  and  made 
it  one,  so  that  we  have  been  in  the  general  area  for  something  over 
50  years,  serving  other  industries. 

Senator  Ellender.  Serving  industries  not  located  far  from  the  fa¬ 
cility  in  question? 

Mr.  Whitmore.  In  the  same  industrial  area.  It  is  a  very  sub¬ 
stantial  industrial  area  near  the  city  limits  of  Fort  Dodge,  Iowa. 

Senator  Ellender.  Was  the  REA  furnishing  any  of  these  manu¬ 
facturing  facilities  at  that  time? 

Mr.  Whitmore.  No,  sir. 

Senator  Ellender.  All  right,  proceed. 

Mr.  Whitmore.  When  the  $120,000  loan  was  ap roved,  the  Admin¬ 
istrator  justified  his  reversal  of  position  on  the  ground  that  the  addi¬ 
tional  facilities  constructed  by  Lehigh  Pipe  constituted  a  separate 
and  independent  unit  which  was  a  new  and  unserved  person  for  loan 
purposes,  despite  the  fact  that  Lehigh  Pipe  was  receiving  central- 
station  service  at  its  existing  facilities  at  the  same  site.  We  believed 
then,  and  still  believe,  that  that  concept  is  wrong. 

The  record  before  the  Comptroller  General  shows  without  con¬ 
tradiction  that  both  new  and  old  facilities  of  Lehigh  Pipe  were  being- 
served  by  the  same  executive  and  sales  office,  by  common  clay  pits 
and  clay-transporting  facilities  and  by  the  same  carpenter  and  ma¬ 
chine  shops. 

Since  we  had  not  been  able  to  get  a  determination  of  the  validity 
of  the  loan  in  the  courts,  we  explored  other  ways  of  obtaining  such 
a  determination  by  a  responsible  public  official.  Being  advised  that 
the  Comptroller  General  has  statutory  obligations  to  investigate  all 
matters  relating  to  the  disbursement  and  application  of  public  funds, 
to  superintend  the  recovery  of  all  debts  due  the  United  States,  and 
to  report  to  Congress  every  expenditure  or  contract  made  by  Fed¬ 
eral  agencies  in  violation  of  law,  we  decided  that  we  should  bring 
the  situation  to  the  attention  of  the  Comptroller  General.  We  did 
so  by  a  letter  dated  October  10,  1957,  which  requested  the  Comp¬ 
troller  General  to  investigate  and  consider  the  matter  and  to  take 
appropriate  action  if  he  found  the  loan  to  be  illegal.  Thereafter, 
the  Department  of  Agriculture  filed  with  the  Comptroller  General 
its  views  with  respect  to  the  loan  in  question.  I  am  submitting  for 
the  consideration  and  records  of  the  subcommittee  copies  of  our  let¬ 
ter  and  of  the  subsequent  pertinent  documents  other  than  those  which 
are  already  before  the  subcommittee  and  specifically  referred  to  in 
the  resolution.  The  documents  submitted  with  my  statement  are 
marked  “Exhibits  A  through  E.” 
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Senator  Ellender.  Those  records  will  be  filed  for  the  use  of  the 
subcommittee  in  connection  with  your  testimony. 

Mr.  Whitmore.  Yes,  sir. 

Senator  Ellender.  I  presume  they  are  all  attached  to  your  state¬ 
ment  ? 

Mr.  Whitmore.  They  are;  yes,  sir. 

Senator  Ellender.  Proceed. 

Mr.  Whitmore.  The  essential  question  which  proposed  Senate 
Resolution  21  presents  is  whether  the  decisions  of  the  Comptroller 
General  are  contrary  to  the  intent  of  Congress  with  respect  to  the 
central  station  service  provisions  of  the  Rural  Electrification  Act. 
The  answer  to  that  question  depends  on  what  the  decisions  are.  If 
the  effect  of  the  decisions  is,  based  on  the  facts,  consistent  with  the 
intent  of  Congress,  the  resolution  should  not  be  adopted.  On  the 
basis  of  the  concrete  factual  situation  presented,  the  decisions  come 
down  to  this : 

The  Comptroller  General  disagreed  with  the  artificial  and  oppor¬ 
tunistic  concept  that  a  new  building  of  an  industrial  corporation  on 
the  same  site  with  its  old  facilities  is  a  new  and  unserved  person  with¬ 
in  the  meaning  of  the  central-station  service  limitation  of  the  Rural 
Electrification  Act.  To  accept  such  a  concept  would  be  to  qualify 
any  industrial  corporation  which  made  an  addition  to  its  plant  in  a 
rural  area  as  a  beneficiary  of  2  percent  Government  money.  With 
the  increasing  decentralization  and  dispersion  of  industry  to  rural 
areas,  this  is  a  matter  of  serious  concern  to  public  utility  companies 
and  their  stockholders. 

The  decisions  also  deal  with  the  question  of  whether  or  not  the 
Rural  Electrification  Act  permits  the  loan  of  Federal  funds  to  build 
a  transmission  line  to  serve  a  person  who  is  located  alongside  of  or 
adjacent  to  an  existing  power  line  from  which  that  person  is  receiv¬ 
ing,  or  is  able  to  receive,  central-station  service.  The  legislative 
history  which  is  set  forth  in  the  decisions  of  the  Comptroller  Gen¬ 
eral  and  the  other  pertinent  documents  leads  me  to  believe  that  this 
aspect  of  the  Comptroller’s  decisions  is  also  thoroughly  sound. 

However,  the  thing  I  would  like  to  emphasize  to  this  subcommittee 
is  that  the  REA  with  all  the  facts  at  hand,  has  furnished  Federal 
money  to  a  co-op  with  which  to  take  an  industrial  customer  away 
from  my  company  under  what  appears  to  me  a  tortured  and  artificial 
concept,  namely,  that  a  new  facility  of  an  existing  industrial  customer 
constitutes  a  new  and  unserved  person  for  loan  purposes  under  the 
Rural  Electrification  Act.  To  approve  the  resolution  would  be  for 
the  Senate  to  say  that  it  was,  and  is,  its  intent  to  have  REA  make 
loans  of  Federal  money  for  the  purpose  of  taking  customers  away 
from  private  utility  companies  and  handing  them  over  to  cooperatives. 

A  representative  of  the  co-op  testified  at  hearings  before  the  Iowa 
State  Commerce  Commission  in  July  of  1956  that  the  new  facility  of 
Lehigh  Pipe  was  the  only  “customer”  intended  to  be  served  from  the 
contemplated  Lehigh  tap.  The  inconsistencies  between  that  state¬ 
ment  and  what  has  actually  happened  are  extraordinary.  As  a  re¬ 
sult  of  the  loan  and  the  construction  of  the  Lehigh  tap,  we  have  not 
only  lost  the  opportunity  to  serve  the  additional  facilities  of  Lehigh 
Pipe,  but  we  have  also  lost.  Lehigh  Pipe  as  a  customer  with  respect 
to  all  the  rest  of  its  facilities  which  are  now  also  being  served  by  the 
co-op  from  the  Lehigh  tap.  In  addition,  we  have  lost  another  cus- 
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tomer,  the  town  of  Lehigh,  which  we  had  been  serving  and  which  is 
now  being  served  by  the  co-op  from  the  Lehigh  tap.  At  least  one 
other  industrial  customer  of  my  company  has  been  approached  by  the 
co-op  with  a  view  toward  furnishing  service  to  that  customer  from 
the  Lehigh  tap. 

The  artificiality  and  inaccuracy  of  the  REA  theory  that  the  addi¬ 
tional  facilities  of  Lehigh  Pipe  constituted  a  new  and  unserved  per¬ 
son  for  loan  purposes  is  emphasized  by  the  fact  that  the  co-op  is  now 
serving  both  the  old  and  the  new  facilities  of  Lehigh  Pipe  through 
the  same  meter.  The  co-op  is  clearly  treating  Lehigh  Pipe  as  a 
single  customer. 

Senator  Ellender.  What  portion  of  the  Lehigh  Pipe  did  you  pur¬ 
chase,  the  facility  to  operate? 

Mr.  Whitmore.  Not  Lehigh  Pipe,  sir,  the  Electric  Railway  Co.  that 
had  previously  served  Lehigh  Pipe  as  its  industrial  customer. 

Senator  Ellender.  Are  you  still  operating  that  facility  ? 

Mr.  Whitmore.  Yes,  sir.  That  facility  of  course  had  many  other 
industrial  customers  which  we  hope  to  retain. 

Senator  Ellender.  What  has  prompted  the  Lehigh  Pipe  to  take 
power  from  REA  rather  than  you  ? 

Mr.  Whitmore.  Well,  sir,  there  is  a  great  deal  in  the  documents 
here  on  that  subject. 

Senator  Ellender.  Give  me  a  thumb  sketch  because  with  all  due 
respect  to  you,  we  do  not  have  time  to  read  all  of  that.  However,  if 
you  can  give  it  to  me,  I  wTould  like  to  have  it. 

Mr.  Whitmore.  I  appreciate  the  opportunity  to  do  so,  sir.  The 
nub  of  the  matter  is  this :  With  the  preceding  supplier  the  service 
was  perhaps  not  the  best  and  its  rates  were  not  the  lowest.  Now 
rates  are  a  matter  of  great  interest,  of  course,  to  an  industrial  cus¬ 
tomer. 

With  all  other  matters  being  equal,  the  private  company  must  charge 
something  approximately  25  percent  more  for  its  service  because  of 
the  amount  of  money  that  goes  into  Federal  income  tax. 

Senator  Ellender.  I  understand  that. 

Mr.  Whitmore.  So  with  2  percent  money  and  freedom  from  Fed¬ 
eral  income  tax  we  in  the  private  industry  are  in  a  poor  case  to  com¬ 
pete.  I  think  that  gets  down  to  the  nub  of  it. 

Senator  Ellender.  Aren’t  your  rates  fixed  by  some  sort  of  commis¬ 
sion  ? 

Mr.  Whitmore.  It  is  unfortunately  not  in  the  case  of  Iowa.  We 
feel  there  should  be  such  regulation  in  Iowa. 

Senator  Ellender.  That  may  be  your  trouble. 

Mr.  Whitmore.  I  think  that  is  a  part  of  it,  and  I  believe  that  is  a 
matter  that  is  before  the  legislature  in  the  State  of  Iowa  at  this  time. 

But  in  all  events,  the  rates  are  not  so  fixed  and  it  is  very  difficult 
to  compete. 

If  the  chairman  would  permit  me,  I  would  like  to  suggest  that  a 
possible  alternate  to  this  proposal  would  be  a  proposal  by  which  in 
the  circumstances  in  which  we  find  ourselves  we  would  have  an  op¬ 
portunity  to  get  a  court  determination  based  on  facts  rather  than  on 
correspondence,  and  conversations,  as  to  whether  or  not  the  REA 
Administrator  is  acting  within  the  law  in  the  circumstances  of  this 
part  i  cular  character. 
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Senator  Ellender.  Has  the  court  precluded  you  from  taking  such 
a  step  ? 

Mr.  Whitmore.  Yes,  sir;  we  applied  to  the  district  court  here  in 
the  District  of  Columbia.  We  carried  an  appeal  to  the  circuit  court. 
We  were  denied  certiorari  by  the  United  States  Supreme  Court  on 
the  ground  which  was  found  in  the  Kansas  City  case,  namely,  that 
the  mere  fact  that  a  utility  company  is  being  harmed  by  competition 
does  not  give  it  standing  in  Federal  court  to  question  the  validity  of 
a  loan. 

As  a  lawyer  it  seems  to  me  that  that  would  be  a  much  better  forum 
in  which  to  find  ourselves  where  everybody  could  make  a  complete 
and  proper  record  and  get  a  binding  decision.  Then  the  Congress 
if  it  so  chose  would  have  something  pretty  definite  on  which  to  operate. 

Senator  Ellender.  It  is  very  unusual  for  Congress  to  try  to  confer 
jurisdiction  to  any  private  individual  or  company  to  sue  someone  else. 

Mr.  Whitmore.  I  wonder,  Mr.  Chairman,  whether  there  aren’t  al¬ 
most  universal  provisions,  at  least  in  administrative  matters,  for  that. 

Senator  Ellender.  Well,  of  course,  that  is  done  through  the  Court 
of  Claims  at  times. 

Mr.  Whitmore.  For  example,  an  administrative  ruling  of  the  Secu¬ 
rities  and  Exchange  Commission  may  be  carried  directly. 

Senator  Ellender.  That  is  because  it  is  specifically  provided  for 
in  the  law. 

Mr.  Whitmore.  And  that  would  be  m37  suggestion,  that  it  be  spe¬ 
cifically  provided  for  in  this  law  only  so  that  we  could  have  a  fair 
decision  of  the  intent  of  Congress  on  the  particular  facts.  I  believe 
under  the  facts  of  this  particular  case,  the  practical  effect  of  the 
decisions  of  the  Comptroller  General  is  simply  to  declare  illegal  the 
advancing  of  Federal  funds  for  the  purpose  of  serving  this  new  addi¬ 
tion.  That  is  the  specific  fact  to  which  the  Comptroller  General 
addressed  himself. 

To  reject  the  decisions  as  contrary  to  the  intent  of  the  Congress 
would,  therefore,  qualify  a  new  and  growing  class  of  industrial  bene¬ 
ficiaries  for  REA  loans.  The  increased  dispersion  of  industry  into 
rural  areas  is  creating  substantial  additional  demands  for  electric 
power  in  rural  areas.  Such  a  rejection  would  mean  that  any  industrial 
concern  in  a  rural  area  which  created  an  addition  to  its  facilities  could 
make  itself  eligible  as  a  beneficiary  of  an  REA  loan  to  a  co-op.  To 
adopt  Senate  Resolution  21  would  be  to  say  that  the  Congress  in  1936 
and  today  would  pass  an  act  to  provide  Federal  funds  to  build  a 
transmission  line  such  as  the  Lehigh  Tap  for  that  purpose,  that  is, 
to  serve  an  addition  to  the  plant  of  an  industrial  concern  in  a  rural 
area  which  was  already  receiving  central  station  service.  If  the  Con¬ 
gress  wishes  to  enact  such  legislation,  it  should  do  so  directly  by 
amending  the  Rural  Electrification  Act — not  by  a  resolution  such 
as  Senate  Resolution  21,  which  does  not  put  before  the  Senate  the 
concrete  facts  upon  which  the  Comptroller  General’s  decisions  were 
based. 

I  sincerely  urge  that  the  members  of  the  subcommittee  read  the 
documents  submitted  in  connection  with  the  decisions,  because  I  believe 
that  it  is  only  on  the  basis  of  the  factual  situation  underlying  the 
loan  in  question  that  the  true  meaning  and  scope  of  the  Comptroller’s 
decisions  can  be  fully  appreciated. 
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The  Comptroller  General  occupies  a  unique  position  of  independ¬ 
ence  in  our  governmental  structure.  The  office  was  created  by  the 
Congress  in  order  that  there  might  be  disinterested  and  independent 
surveillance  of  the  expenditure  of  public  funds  and  administrative 
action  with  respect  thereto.  The  decisions  of  the  Comptroller  General 
are  entitled  to  great  weight  and  respect.  In  proposing  that  the  de¬ 
cisions  be  rejected,  proposed  Senate  Resolution  21  constitutes  legisla¬ 
tion  of  a  far-reaching  and  unusual  nature.  It  would  substitute  for 
the  decisions  of  an  independent  and  disinterested  public  official  the 
views  and  arguments  of  the  agency  responsible  for  administering  that 

law.  .  . 

I  knew  that  the  subcommittee  will  carefully  weigh  the  decisions 
involved  in  the  light  of  the  factual  situation  on  which  the  Lehigh 
Tap  loan  was  attempted  to  be  justified.  Again  I  urge  that  that  fac¬ 
tual  situation  underlying  the  Comptroller’s  decision  precludes  adop¬ 
tion  of  the  resolution  and  that,  accordingly,  proposed  Senate  Resolu¬ 
tion  21  should  not  be  favorably  reported. 

Mr.  Chairman,  I  would  like  to  suggest,  too,  that  I  believe  the  adop¬ 
tion  of  25  or  30  pages  of  argument  and  refutations  and  speculation 
as  the  intent  of  the  Senate  with  respect  to  a  piece  of  legislation  that 
has  been  on  the  books  since  1936  could  well  be  kind  of  a  Chinese  night¬ 
mare  from  the  standpoint  of  administration  in  the  future,  because  I 
don’t  believe  that  anyone  reading  those  arguments  and  refutations  and 
so  forth  can  arrive  at  any  clear-cut  concept  of  policy  on  the  part  of 
the  Congress. 

Thank  you  very  kindly,  sir,  for  this  opportunity  to  appear. 

(The  exhibits  attached  to  Mr.  Whitmore’s  testimony  are  as  follows :) 

Exhibit  A 

Davenport,  Iowa,  October  10, 1957. 

Comptroller  General  of  the  United  States, 

General  Accounting  Office,  Washington,  D.C. 

Dear  Sir  :  There  is  hereby  brought  to  your  attention  an  expenditure  and  con¬ 
tract  made  by  a  Federal  establishment  in  violation  of  law  and  which  relate  to 
the  receipt,  disbursement,  and  application  of  public  funds.  You  are  respectfully 
requested  to  take  appropriate  action  in  the  premises  in  accordance  with  your 
powers  and  duties  under  the  law. 

We  set  forth  the  pertinent  facts  and  considerations  below  : 

1.  the  facts 

Iowa-Ulinois  Gas  &  Eleetric  Co.  (which  will  be  hereinafter  referred  to  as 
Iowa-Illinois)  is  an  electric  utility  company  whose  service  territory  covers 
portions  of  Illinois  and  Iowa.  Iowa-Illinois  from  about  March  1956,  to  about 
June  1,  1957,  has  provided  central  station  electric  service  to  Lehigh  Sewer  Pipe 
&  Tile  Co.  (which  company  will  hereinafter  be  called  Lehigh  Pipe)  of  Lehigh, 
Iowa.  Prior  to  March  1956,  Lehigh  Pipe  has  been  receiving  central  station 
electric  service  from  the  same  electric  system,  which  then  belonged  to  the  pred¬ 
ecessor  in  interest  of  Iowa-Illinois,  the  Fort  Dodge,  Des  Moines  &.  Southern 
Railway  Co.  (hereinafter  called  the  railway).  The  system  was  purchased 
from  the  railway  by  Iowa-Ulinois  in  March  1956. 

Under  the  central  station  sendee  limitation  of  the  Rural  Electrification  Act 
of  1936,  as  amended  (7  U.S.G.  904)  loans  are  authorized  “for  the  furnishing 
of  electric  energy  to  persons  in  rural  areas  who  are  not  receiving  central  station 
service”  [emphasis  supplied].  The  term  “central  station  service”  is  not  defined 
in  the  act,  but  is  a  term  generally  used  in  the  electric  industry  to  mean 
electricity  received  from  a  central  generating  station  as  distinguished  from  an 
individual  generating  unit  such  as  a  Delco  plant.  In  general,  “not  receiving  cen¬ 
tral  station  service”  is  equivalent  to  “not  being  served  by  an  existing  utility 
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company.'’  Not  only  lias  Iowa-Illinois  (or  its  predecessor  in  interest)  for  years 
been  furnishing  central  station  service  to  Lehigh  Pipe,  an  industrial  customer, 
but  it  is  willing  and  able  and  has  offered  to  provide  service  to  meet  the  re¬ 
quirements  of  an  addition  which  has  recently  been  constructed  to  the  fa¬ 
cilities  of  Lehigh  Pipe.  Nevertheless,  the  REA  approved  a  loan  of  about  $120,- 
000  to  Central  Iowa  Power  Cooperative,  a  generating  and  transmission  co¬ 
operative  (which  will  hereinafter  be  called  CIPCO)  which  furnishes  electric- 
energy  to  Greene  County  Rural  Electric  Cooperative,  a  distribution  cooperative 
( which  will  hereinafter  be  referred  to  as  Greene  County  Co-op).  Such  loan  had 
as  its  sole  purpose  the  financing  of  an  electric  transmission  line  to  enable 
Greene  County  Co-op  to  serve  the  power  requirements  of  the  addition  to  the  fa¬ 
cilities  of  Lehigh  Pipe. 

In  early  1955  the  railway  offered  to  supply  the  electric-energy  requirements 
of  such  addition.  Some  time  thereafter  Greene  County  Co-op  entered  into  nego¬ 
tiations  with  Lehigh  Pipe  for  a  contract  to  supply  its  additional  electric  require¬ 
ments.  To  that  end,  Greene  County  Co-op  arranged  with  its  supplier  of  power, 
CIPCO,  to  apply  for  an  REA  loan  of  about  $120,000  for  financing  the  construc¬ 
tion  of  approximately  20  miles  of  transmission  line  which  would  be  necessary 
for  Greene  County  Co-op  to  be  in  a  position  to  serve  Lehigh  Pipe's  additional 
requirements.  On  September  9,  1955,  the  approval  of  an  REA  loan  to  CIPCO 
was  announced  by  the  Deputy  and  Acting  Administrator  of  the  REA.  That 
loan  (designated  Iowa  83EF  Cedar  Rapids)  provided,  among  other  things,  ap¬ 
proximately  $120,000  to  finance  the  construction  of  a  transmission  line  which 
was  intended  by  Greene  County  Co-op  to  serve  Lehigh  Pipe.  A  representative 
of  Greene  County  Co-op  stated  in  July  of  1956  at  a  franchise  hearing  before  the 
Iowa  State  Commerce  Commission  that  Lehigh  Pipe  was  the  only  new  customer 
to  be  served  from  the  new  line.  It  has  since  developed,  however,  that  another 
customer  of  Iowa-Illinois  has  been  lost  to  the  new  line,  and  the  loss  of  additional 
customers  is  possible. 

After  the  approval  of  the  loan,  Greene  County  Co-op  entered  into  a  20-year 
contract  with  Lehigh  Pipe  to  provide  its  additional  electric-energy  requirements. 
In  November  1955  the  loan  to  CIPCO,  insofar  as  it  provided  for  the  financing 
of  the  transmission  line  to  serve  Lehigh  Pipe,  was  disapproved  by  the  REA  on  the 
ground  that  Lehigh  Pipe  was  already  receiving  central  station  service  from  the 
rail-way  and,  therefore,  was  not  an  eligible  beneficiary  of  the  loan  under  the 
Rural  Electrification  Act,  which,  as  pointed  out  above,  limits  loans  to  financing 
facilities  to  serve  persons  in  rural  areas  not  receiving  central  station  service. 
In  the  spring  of  1956  there  were  meetings  between  the  Deputy  Administrator 
of  the  REA  and  representatives  of  the  cooperatives,  after  which  the  loan  to 
finance  the  transmission  line  was  reapproved.  The  theory  of  that  reversal  of 
position  by  the  REA  was  that  the  facilities  to  be  served  were  not  an  extension 
of,  or  an  addition  to,  the  existing  plant  of  Lehigh  Pipe,  but  were  “a  completely 
new,  separate,  and  independent  plant,”  and,  therefore,  although  concededly 
Lehigh  Pipe  was  receiving  central  station  service  from  the  predecessor  in  interest 
of  Iowa-Illinois,  the  “new”  plant  was  not.  This  “completely  new,  separate,  and 
independent  plant”  was  then  being  built  some  25  yards  from  the  existing  facili¬ 
ties  of  Lehigh  Pipe  on  land  owned  by  it  for  many  years,  apparently  to  produce 
the  same  general  type  of  products  as  those  made  in  the  existing  plant.  Records 
submitted  in  court  proceedings  show  that  there  is  an  existing  machine  shop  and 
an  existing  carpenter  shop  which  Iowa-Illinois  submits  will  serve  the  whole 
Lehigh  Pipe  operation  at  Lehigh,  Iowa.  In  addition,  it  is  submitted  that  com¬ 
mon  clay  pits  will  provide  material  for  the  whole  Lehigh  Pipe  operation.  The 
concept  that  the  additional  facilities,  built  cheek  by  jowl  with  the  old,  constitute 
a  new  i>erson  not  receiving  central  station  service  is  artificial  and  opportunistic- 
in  nature,  which  Iowa-Illinois  believes  came  into  being  only  after  the  original 
loan  was  disapproved.  On  August.  28,  1956,  the  Iowa  State  Commerce  Commis¬ 
sion  awarded  CIPCO  a  franchise  to  construct  the  line  and  construction  of  the 
haw  now  has  been  completed. 

IX.  THE  ILLEGALITY 

Iowa-Illinois  believes  that  the  making  of  the  loan  by  the  REA  is  illegal  under 
the  express  and  specific  provisions  of  the  Rural  Electrification  Act  because  Lehigh 
Pipe  was  receiving  central  station  service  from  Iowa-Illinois  and  its  predecessor 
in  interest,  the  railway.  It  follows  that  the  loan  contract  is  one  made  by  a 
Federal  establishment  in  violation  of  law  and  that  the  payments  pursuant  to  the 
loan  contract  to  CIPCO  for  the  sole  purpose  of  financing  the  construction  of  facili¬ 
ties  to  serve  electric  requirements  of  an  industrial  customer  who  was  receiving 


RURAL  ELECTRIFICATION  LOANS 


59 


central  station  service  from  Iowa-Illinois  are  expenditures  by  a  Federal  estab¬ 
lishment  made  in  violation  of  law.  Such  contract  and  such  expenditures  are 
clearly  matters  relating  to  the  receipt,  disbursement,  and  application  of  Federal 
funds. 

The  result  of  the  loan  has  been  to  exclude  Iowa-Illinois  from  furnishing  the- 
power  requirements  of  Lehigh  Pipe  and,  in  addition,  of  the  town  of  Lehigh,  Iowa. 
Moreover,  Iowa-Illinois  has  as  a  direct  result  of  the  loan,  been  subjected  to  un¬ 
lawful  competition  and  was  in  danger  of  unlawfully  being  deprived  of  other 
industrial  customers  who  had  been  receiving  central  station  service  from  Iowa- 
Illinois  and  the  railway.  Iowa-Illinois,  therefore  took  prompt  action  in  1956 
in  an  endeavor  to  protect  itself  by  seeking  a  declaration  of  its  rights  and  a 
preliminary  injunction  against  the  loan  by  filing  suit  in  the  United  States  Dis¬ 
trict  Court  for  the  District  of  Columbia.  A  preliminary  injunction  was  denied,, 
however,  on  the  sole  ground  of  lack  of  standing  to  sue.  On  appeal  by  Iowa-Illi- 
nois,  the  United  States  Court  of  Appeals  for  the  District  of  Columbia  Circuit 
affirmed  the  lower  court  and  ordered  the  dismissal  of  the  complaint.  Iowa- 
Illinois  has  petitioned  the  Supreme  Court  of  the  United  States  for  a  writ  of 
certiorari  with  respect  to  that  decision,  and  its  petition  is  now  pending  before- 
the  Supreme  Court.  Those  court  proceedings  in  no  way  constitute  any  holding 
as  to  whether  or  not  the  loan  contract  and  expenditures  thereunder,  which  are 
by  this  communication  called  to  the  attention  of  the  Comptroller  General,  are  in 
violation  of  law.  Such  a  holding  by  a  court,  if  it  shall  ever  be  made,  can  only 
take  place  after  a  decision  by  the  Supreme  Court  that  there  is  standing  to  sue. 
Assuming  such  a  decision  is  forthcoming,  the  merits  of  the  question  in  all  likeli¬ 
hood  will  not  be  determined  before  late  1958.  Consequently,  regardless  of  the 
action  of  the  Supreme  Court  on  Iowa-Illinois’  petition  for  certiorari,  those  pro¬ 
ceedings  do  not  in  any  way  affect  the  powers  and  duties  of  the  Comptroller  Gen¬ 
eral  with  respect  to  the  matter. 

Accordingly,  we  here  set  forth  in  some  detail  for  the  consideration  of  the- 
Comptroller  General  the  views  of  Iowa-Illinois  as  to  why  the  loan  contract  and 
the  expenditures  made  under  it  are  in  violation  of  law. 

As  pointed  out  above,  the  central  station  service  limitation  of  the  Rural  Electri¬ 
fication  Act  of  1936,  as  amended,  authorizes  loans  “for  the  furnishing  of  electric 
energy  to  persons  in  rural  areas  who  are  not  receiving  central  station  service.” 
Clearly  that  express  authorization  constitutes  in  effect  a  prohibition  of  a  loan 
“for  the  furnishing  of  electric  energy  to  persons  in  rural  areas  who”  are  re¬ 
ceiving  central  station  service.  The  provision  has  been  so  viewed  by  the  Comp¬ 
troller  General.  In  Decision  B— 42486  of  July  25,  1944,  to  the  Secretary  of  Ag¬ 
riculture  the  Comptroller  General  stated  that  “the  basic  purpose  of  the  act”  is 
“to  provide  electricity  to  unserved  persons  in  rural  areas.”  In  that  decision  the 
Comptroller  General  approved  the  views  and  conclusions  reached  in  two  office 
letters  from  which  the  decision  quoted  extensively.  In  one  of  them,  an  office 
letter  of  December  1,  1942,  to  Congressman  Lyle  IT.  Boren,  the  Comptroller 
General  had  used  language,  quoted  in  the  decision,  to  the  effect  that  if  “the  only 
persons  to  be  benefited  or  affected”  by  a  loan  to  provide  existing  facilities  “are 
persons  already  served  by  such  facilities,  the  administrator  would  not  be  justified 
in  authorizing  tlie  loan  for  the  reason  that  there  would  be  wholly  lacking  the 
essential  statutory  purpose  of  providing  service  to  unserved  persons  in  rural 
areas.” 

Opinion  No.  4506  of  the  Solicitor  of  the  Department  of  Agriculture  dated  No¬ 
vember  24.  1942,  is  stated  in  its  opening  sentence  to  be  “a  comprehensive  opinion 
with  respect”  to  the  power  of  the  Administrator,  under  the  act  to  finance  the  acqui¬ 
sition  of  existing  electrical  facilities.  That  opinion  appears  beginning  at  page 
498  of  the  transcript  of  hearings  on  rural  electrification  planning  before  a  sub- 
committe  of  the  Committee  on  Interstate  and  Foreign  Commerce  of  the  House 
of  Representatives,  79th  Congress,  1st  session,  on  H.R.  1742.  Since  the  statutory 
basis  of  the  power  discussed  to  finance  the  acquisition  of  existing  electrical  fa¬ 
cilities  is  the  same  section  4  of  the  Rural  Electrification  Act  which  is  here 
involved,  the  reasoning  of  the  opinion  here  alluded  to  is  equally  applicable  to 
the  question  presented  by  this  letter,  namely,  the  power  of  the  Administrator 
to  finance  the  construction  of  transmission  lines  to  carry  power  for  Lehigh 
Pipe’s  enlarged  facilities.  In  that  opinion  of  the  Solicitor  of  the  Department  of 
Agriculture  he  made  clear  (p.  503)  that  an  REA  loan  must  be  justified  upon 
the  basis  of  the  “essential  purpose  of  serving  unserved  persons.” 

There  can  be  no  question  as  to  the  fact  that  Lehigh  Pipe  was  receiving  central 
station  service  at  the  time  that  the  loan  was  granted  and  for  years  prior  thereto. 
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That  was,  as  stated,  the  original  position  of  the  Rural  Electrification  Adminis¬ 
tration  in’initially  denying  the  loan. 

We  recognize,  as  pointed  out  by  the  Solicitor  of  the  Department  of  Agriculture 
in  his  opinion  No.  4981  of  May  26, 1944  (beginning  at  p.  522  of  the  above-mentioned 
transcript )  that  the  Comptroller  General  stated  in  his  ofliee  letter  of  March  12, 
1943  to  Congressman  Tarver  (p.  530)  :  “Of  course,  the  question  as  to  whether 
the  basic  purpose  of  a  proposed  loan  in  a  particular  case  is  to  provide  electric 
service  to  unserved  persons  in  rural  areas  is  a  matter  for  determination  admin¬ 
istratively,  rather  than  by  this  ofliee,  after  a  thorough  consideration  of  the 
pertinent  facts  and  circumstances  in  the  case  *  * 

In  that  same  opinion  immediately  following  his  reference  to  the  quotation  of 
the  Comptroller  General  just  set  out,  the  Solicitor  of  the  Department  of  Agricul¬ 
ture  puts  the  point  in  the  exact  context  which  applies  here.  To  paraphrase  and 
quote  what  the  Solicitor  there  said  (p.  530)  as  applicable  to  the  situation  here 
presented :  “Here  the  Comptroller  General  is  saying,  in  effect,  that  the  determina¬ 
tion  as  to  whether,  in  a  particular  case,  the  proposed”  loan  action  “is  a  reason¬ 
able  and  proper  means  of  attaining  the  legitimate  end  of  extending  electric 
service  to  unserved  persons  in  rural  areas,  is  an  administrative  (rather  than  a 
legal)  one.  From  this  it  is  not  to  be  inferred,  however,  that  the  scope  of  such 
permissible  administrative  discretion  is  unlimited.  As  I  (the  Solicitor)  pointed 
out  in  Opinion  of  Solicitor  4506  (in  language  already  quoted  in  this  opinion)  : 
<*  *  *  The  initial  decision  on  this  problem  is  administrative,  subject  to  the 
legal  limitation  that  the  Administrator’s  discretion  may  not  be  abused.  At  what 
point  abuse  sets  in  is  a  matter  of  degree  and  each  case  must  be  examined  on  its 
own  facts’.” 

There  is  clearly  no  discretion  granted  by  the  Rural  Electrification  Act  to  make 
loans  for  the  sole  benefit  of  a  person  or  company  which  is  receiving  central  station 
service.  Even  when  viewed  from  the  point  of  view  of  an  exercise  of  administra¬ 
tive  discretion,  however,  we  strongly  believe  that  abuse  set  in  in  this  situation 
when  the  Rural  Electrification  Administration  changed  its  original  position  that 
Lehigh  Pipe  was  not  an  eligible  beneficiary  of  an  REA  loan  as  it  was  receiving 
central  station  service  and  took  the  position  that  Lehigh  Pipe,  as  to  its  increased 
facilities,  was  not  receiving  central  station  service.  Clearly  an  administrative 
determination  of  the  Rural  Electrification  Administrator  is  not  to  be  followed 
where,  on  the  face  of  the  record,  it  flies  in  the  face  of  the  facts.  For  the  Comp¬ 
troller  General  to  do  that  would  subvert  his  duty  and  authority  to  consider  and 
act  with  respect  to  contracts  and  expenditures  in  violation  of  law  and  would  put 
the  Rural  Electrification  Administration  into  an  area  of  untrammeled  power 
to  act  without  any  question  from  the  Comptroller  General  with  respect  to  tre¬ 
mendous  expenditures  of  Federal  funds. 

Clearly  here  Lehigh  Pipe  was  receiving  central  station  service.  Its  needs  for 
electric  service  increased  and  Iowa-Illinois  (and  its  predecessor  in  interest)  was 
ready,  willing,  and  able  to  meet  Lehigh  Pipe’s  increased  needs  but  the  increased 
needs  are  now  being  served  by  Greene  County  Co-op  by  a  line  built  with  money 
provided  by  an  REA  loan  which  admittedly  can  only  be  valid  if  its  bona  fide 
purpose  was  to  bring  electric  service  to  a  previously  unserved  person  in  a  rural 
area.  The  sole  purpose  of  the  loan  was  to  serve  Lehigh  Pipe’s  increased  needs 
and  yet  Lehigh  Pipe  was  receiving  central  station  service  from  Iowa-Illinois. 
The  very  statement  of  the  situation  in  a  way  to  show  the  basis  of  the  Rural 
Electrification  action  is  difficult  and  demonstrates  the  artificial  and  unrealistic 
premise  on  which  its  action  is  sought  to  be  based. 

A  fundamental  consideration  for  the  Comptroller  General  to  hold  that,  any 
course  of  action  by  the  Rural  Electrification  Administration  is  not  beyond  the 
scone  of  the  authority  vested  in  it  by  the  act  is  that  there  “appears  ample  justi¬ 
fication  for  the  conclusion  that  the  primary  purpose  of  the  *  *  *  loan  *  *  *  is 
the  furnishing  of  electric  energy  to  persons  in  rural  areas  as  provided  for  under 
the  statute.”  i.e.,  to  persons  in  rural  areas  who  are  not  receiving  central  sta¬ 
tion  service.  (Comptroller  General  Decision  B-651,  January  17,  1939,  to  the 
Administrator,  Rural  Electrification  Administration  with  respect  t.o  an  REA 
loan.)  There  is  no  justification  for  such  a  conclusion  as  to  the  problem  pre¬ 
sented  by  this  letter.  The  facts  make  clear,  and  compel  the  conclusion  here, 
that  the  sole  purpose  of  the  loan  was  to  furnish  electric  energy  to  a  person 
in  a  rural  area  contrary  to  the  provisions  of  the  statute,  because  such  person 
was  already  receiving  central  station  service.  Service  to  Lehigh  Pipe  was  not 
an  ncidental  result  which,  although  in  and  of  itself  an  illegal  purpose  for  a 
loan,  did  not  vitiate  it  because  it  was  incidental  to  a  primary  purpose  within 
life  authority  of  the  act.  Such  a  situation  existed  in  the  case  to  which  the 
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above-mentioned  Comptroller  General’s  decision  related — i.e.,  the  fact  that  "as 
an  incident  to  the  loan”  a  city  having  a  population  in  excess  of  1,500  inhabitants, 
which  is  not  a  rural  area  within  the  definition  of  the  act,  might  derive  some 
benefit.  The  furnishing  of  electricity  to  Lehigh  Pipe  in  this  case  was  the  prime 
and  sole  purpose  of  the  loan— it  is  not  a  case  of  one  or  several  users  of  elec¬ 
tricity  who  have  central  station  service  being  furnished  with  electric  service 
as  a  result  of  an  REA  loan  as  an  incident  to  the  primary  purpose  of  the  loan 
to  furnish  electricity  to  persons  in  rural  areas  who  do  not  have,  and  have 
not  had,  central  station  service.  There  have  been  such  cases  dealt  with  by 
the  Comptroller  General — see  decision  B— 12486  of  July  25,  1944,  and  October  13, 
1944,  to  the  Secretary  of  Agriculture  relating  to  financing  the  acquisition  of 
existing  facilities. 

Even  if  one  were  to  accept  for  the  moment  arguendo  the  artificial  theory  that 
Lehigh  Pipe  can  be  split  in  twain  at  one  geographical  location  and  be  said  to 
have  been  receiving  central  station  service  as  to  its  original  operations  and 
not  to  have  been  receiving  it  as  to  the  increased  part  of  its  operations,  the 
loan  fails  to  meet  the  requirements  of  the  principle  pointed  out  by  the  Solicitor 
of  the  Department  of  Agriculture  in  his  above-mentioned  opinion  No.  4891. 
In  that  opinion  he  pointed  out  that  a  means  proposed  to  be  used  to  accomplish 
a  legitimate  objective  can  overshadow  the  objective.  He  said  (p.  530  of  said 
transcript)  :  “Even  though  a  given  means  is  properly  motivated  and  reasonably 
designed  to  achieve  a  legitimate  end  it  may  fall  outside  the  scope  of  lawful 
discretion  because  it  overshadows  the  objective.”  Here  arguendo  the  objective 
was  bringing  eletcric  service  to  that  new  alter  ego  of  Lehigh  Pipe  which  is 
assumed  not  to  have  been  receiving  central  station  service  as  to  Lehigh  Pipe's 
increased  needs  at  a  place  where  it  has  operated  and  received  such  service 
for  years.  That  objective  is  a  shadow  itself  created  opportunistically  to  en¬ 
deavor  to  support  an  end  which  could  only  be  accomplished  by  means  of  building 
a  competing  transmission  line.  That,  in  and  of  itself  and  without  the  primary 
purpose  of  serving  unserved  persons,  is  clearly  barred  by  the  act.  The  means 
here  deeply  overshadow  the  flimsy  purpose  that  was  created. 

Despite  the  artificial  and  opportunistic  theory  developed  by  the  cooperatives 
and  REA  to  justify  the  loan  here  in  question  as  one  to  bring  electric  service 
to  a  person  not  receiving  central  station  service,  the  facts  which  are  apparent 
of  record  repel  the  conclusion  that  the  facilities  of  Lehigh  Pipe  built  hard 
by  its  existing  plant  and  using  common  facilities  and  a  common  clay  pit  to 
make  substantially  similar  products  to  those  presently  made  at  its  original 
plant  is  a  “completely  new,  separate  and  independent  plant.”  Clearly,  in  any 
realistic  and  objective  view,  the  additional  facilities  of  Lehigh  Pipe  are  an 
increase  and  extension  of  its  existing  facilities.  But,  if  any  such  factual  con¬ 
clusion  as  the  artificial  one  on  which  the  loan  was  approved  by  REA,  after 
changing  its  original  and,  we  believe,  correct  position,  should  he  sanctioned 
as  a  basis  for  the  making  of  an  REA  loan,  a  veritable  Pandora’s  box  would 
have  been  opened.  The  Rural  Electrification  Administration  and  those  who 
wish  to  compete  with  existing  electric  public  utilities  could  then  find  or  create 
some  additional  need  for  electricity  in  a  separate  building  of  a  utility  customer 
and  make  an  administrative  finding  that  the  basic  purpose  of  an  REA  loan 
is  to  afford  electric  service  to  that  theretofore  “unserved”  person  in  a  rural 
area.  They  could  thereby  finance  electric  facilities  in  a  way  which  would  pay 
only  lipservice  to  the  central  station  service  limitation  of  the  act.  It  would 
likewise  override  the  proper  application  and  interpretation  of  the  act  required 
by  its  legislative  history  which  bars  the  making  of  REA  loans  to  compete 
with  existing  electric  public  utilities — and  would  amount  to  an  assertion  by 
REA  that  it  has  the  right  to  finance  competition  for  every  new  building  erected 
at  a  plant  in  a  rural  area. 

Such  a  Pandora’s  box  need  not  be  opened  and,  indeed,  it  would  do  violence 
to  the  act  to  do  so.  In  section  13  of  the  act  it  is  prescribed  that  “the  term 
‘person’  shall  be  deemed  to  mean  any  natural  person,  firm,  corporation,  or 
association.”  The  central  station  service  limitation  of  section  4  of  the  act 
prescribes  the  furnishing  of  electricity  to  persons  in  rural  areas  who  are  re¬ 
ceiving  central  station  service — the  prohibition  relates  to  a  natural  person, 
firm,  corporation,  or  association  and  not  to  the  activities,  or  parts  or  phases 
thereof,  of  any  of  them.  The  language  of  the  act  does  not  countenance  the 
splitting  of  any  of  them  in  twain  and  finding  that  in  one  part  they  are  receiving 
central  station  service  and  in  another  they  are  not.  On  that  rock,  too,  the 
artificial  and  opportunistic  theory  of  REA  and  the  cooperatives  with  respect 
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to  the  loan  here  in  question  must  founder  because  the  corporation  Lehigh  Pipe 
was  receiving  central  station  service.  Had  Congress  intended  to  allow  REA 
financing  to  furnish  electric  energy  to  increased  or  additional  activities  of 
"persons”  in  rural  areas,  whether  or  not  those  “persons”  had  been  receiving 
central  station  service,  it  would  have  been  simple  for  Congress  so  to  have 
phrased  the  statute.  Congress  did  not  do  so.  The  well-known  rule  of  statutory 
construction  that  all  the  words  of  a  statute  are  to  be  given  effect  and  a  statute 
is  not  to  be  rewritten  by  reading  words  which  are  not  there  into  it  requires 
the  rejection  of  the  flimsy  theory  on  which  the  loan  here  in  question  is  sought 
to  be  based. 

Finally,  not  only  because  of  the  fundamental  absence  of  any  purpose  which 
brings  the  making  of  the  loan  within  the  authority  of  the  act  but  because  of 
the  effect  of  the  loan,  over  and  above  its  vital  absence  of  a  valid  fundamental 
purpose,  it  is  necessary  to  reach  the  conclusion  that  the  loan  is  in  violation  of 
law.  The  result  required  by  the  act  is  stated  in  opinion  No.  4506  of  the 
Solicitor  of  the  Department  of  Agriculture  of  November  24,  1942.  In  that 
opinion  he  said  (p.  502  of  the  above-mentioned  transcript)  : 

“A  study  of  the  debates  in  Congress  and  the  committee  hearings  indicates  that 
this  provision  [the  central  station  service  limitation]  was  inserted  because  of  a 
legislative  intent  to  exclude  loans  for  the  purpose  of  paralleling  existing  sys¬ 
tems  and  thus  creating  competition  with  established  utilities.  In  a  discussion 
of  the  meaning  of  the  provision,  Senator  King  questioned  Senator  Norris,  who 
was  the  author  of  the  bill.  The  latter  replied  that  systems  financed  by  the  Rural 
Electrification  Administration  ‘would  not  come  in  competition  with  farms  already 
supplied’  (italics  added)  (80  Congressional  Record  2752  (pt.  3,  1936)).  Sena¬ 
tor  Norris  elaborates  on  his  comment  by  stating : 

“  ‘There  is  no  intention  of  going  into  a  farming  community  which  is  already 
supplied  with  electric  current  and  forming  farm  organizations  there  and  having 
them  built  up  to  go  into  competition,  *  *  *,  with  farmers  who  are  already  get¬ 
ting  their  electric  current  from  a  central  station’  (ibid.) . 

“At  another  point,  Senator  Walsh  raised  the  following  question  with  respect 
to  the  central  station  service  limitation  : 

“  ‘That  infers,  of  course,  that  there  is  no  competition  with  any  existing  private 
or  municipal  plant.’ 

“To  this  inquiry  Senator  Norris  replied  in  the  affirmative  (80  Congressional 
Record  3305  (pt.  3,  1936)).  In  the  House,  Congressman  Rayburn,  who  was 
sponsor  of  the  bill,  elaborated  the  same  point  with  the  statement : 

“  ‘May  I  say  to  the  gentlemen  that  we  are  not,  in  this  bill,  intending  to  go  out 
and  compete  with  anybody.  By  this  bill  we  hope  to  bring  electricity  to  people 
who  do  not  now  have  it.  This  bill  was  not  written  on  the  theory  that  we  wrere 
going  to  punish  somebody  or  parallel  their  lines  or  enter  into  competition  with 
them’  (80  Congressional  Record  5283  (pt.  5, 1936) ) . 

“There  was  considerable  further  colloquy  of  the  character  set  forth  above 
which  has  been  discussed  in  extenso  by  Mr.  Nicholson  in  previous  opinions. 
Practically  the  entire  debate  on  the  limiting  clause  here  under  discussion  cen¬ 
tered  about  the  question  of  competition.  It  seems  clear  from  the  legislative 
history  that  the  intent  of  the  limitation  was  to  prevent  loans  that  would  create 
federally  financed  competition  with  existing  utility  enterprises.  [Emphasis 
added].  It  appears  to  be  evident  that  the  limitation  was  not  intended  to  prevent 
loans,  otherwise  valid,  merely  because  of  the  fact  that  persons  already  receiving 
service  would  be  collaterally  involved.” 

The  Solicitor  then  immediately  said  as  to  the  result  required  by  the  act  (p. 
503  of  said  transcript)  : 

“Where  the  effect  of  a  proposed  loan,  regardless  of  its  essential  purpose,  would 
be  to  substitute  a  competitive  REA-financed  service  to  persons  already  served, 
the  loan  may  not  be  made  *  *  [Emphasis  added.] 

The  sole  and  direct  result,  and  the  effect,  of  the  loan  here  in  question  has  been 
to  deprive  Iowa-Illinois  of  Lehigh  Pipe  as  a  customer  and  also  of  another  im¬ 
portant  customer,  the  town  of  Lehigh,  and  illegally  to  create  competition  as  to 
other  customers. 

It  must  be  concluded,  therefore,  that  the  loan  in  question  is  in  violation  of  law 
because  it  lacks,  and  cannot  possibly  be  found  to  have,  a  fundamental  primary 
or  proper  purpose  within  the  authority  of  the  act  and  because  in  addition  its 
effect  is  such  as  is  precluded  by  the  provisions  of  the  act  and,  accordingly,  the 
making  of  such  a  loan  is  beyond  the  authority  of  the  act. 
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The  loan  is  a  loan  of  public  funds  and  therefore,  as  above  stated,  the  making 
of  it  clearly  involves  expenditure  of  public  funds  and  the  receipt,  disbursement, 
and  application  of  public  funds. 

III.  THE  POWEES  AND  DUTIES  OF  THE  COMPTROLLER  GENERAL 

We  believe  that  investigation  by  the  Comptroller  General  and  action  by  him 
with  regard  to  the  REA  loan  contract  to  CIPCO  discussed  above  and  the  ex¬ 
penditures  made  relating  to  it  of  public  funds  is  appropriate  and  required  under 
the  applicable  statutory  provisions. 

The  Comptroller  General  is  required  by  the  provisions  of  section  53  of  title 
31  U.S.C.  to  “investigate  at  the  seat  of  government  or  elsewhere,  all  matters  re¬ 
lating  to  the  receipt,  disbursement,  and  application  of  public  funds,  *  *  *” ; 
and  section  71  of  title  31  U.S.C.  provides  that  “All  claims  and  demands  whatever 
by  the  Government  of  the  United  States  or  against  it,  and  all  accounts  whatever 
in  which  the  Government  of  the  United  States  is  concerned,  either  as  debtor  or 
creditor  shall  be  settled  and  adjusted  in  the  General  Accounting  Office.”  More¬ 
over,  under  the  provisions  of  section  74  of  title  31  U.S.C.  it  is  provided  that 
“Balances  certified  by  the  General  Accounting  Office,  upon  the  settlement  of  pub¬ 
lic  accounts,  shall  be  final  and  conclusive  upon  the  executive  branch  of  the  Gov- 
eminent,  except  that  *  *  *  the  Comptroller  General  of  the  United  States  may, 
within  a  year,  obtain  a  revision  of  the  said  account  by  the  Comptroller  General 
of  the  United  States,  whose  decision  upon  such  revision  shall  be  final  and  con¬ 
clusive  upon  the  executive  branch  of  the  Government”  and  such  section  goes  on 
to  provide  that  “Nothing  in  this  chapter  shall  prevent  the  General  Accounting 
Office  from  suspending  items  in  an  account  in  order  to  obtain  further  evidence 
or  explanations  necessary  to  their  settlement.” 

As  to  expenditure  of  public  funds  made  and  received  in  violation  of  law,  and, 
therefore,  owing  by  the  recipient  to  the  United  States,  the  provisions  of  section 
93  of  title  31  U.S.C.  are  directly  pertinent.  They  are  that  “The  General  Ac¬ 
counting  Office  shall  superintend  the  recovery  of  all  debts  finally  certified  to  be 
due  the  United  States.” 

Not  only  are  the  statutory  provisions  referred  to  above  believed  to  be  perti¬ 
nent  to  the  matter  presented  to  the  Comptroller  General  by  this  communica¬ 
tion,  but  the  provisions  of  subsection  (c)  of  section  53  of  title  31  U.S.C.  are 
believed  to  be  directly  applicable  to  such  matter.  Those  provisions  are  that 
“The  Comptroller  Generali  shall  specially  report  to  Congress  every  expenditure 
or  contract  made  by  any  department  or  establishment  in  any  year  in  violation 
of  law.” 

IV.  TnE  REQUEST 

In  the  light  of  the  foregoing,  Iowa-Ulinois  respectfully  requests  that  the 
Comptroller  General  investigate  the  matter  presented  by  this  letter ;  that  if 
he  determines,  on  the  basis  of  the  facts  relating  to  the  REA  loan  in  question 
to  CIPCO  and  the  expenditure  of  public  funds  in  connection  therewith  that  a 
contract  and  expenditure  in  violation  of  law  exists,  the  Comptroller  General 
act  in  accordance  with  his  statutory  duties  under  subjection  (c)  of  section  53 
of  title  31  U.S.C.,  and  make  a  special  report  to  Congress  with  regard  to  the  il¬ 
legal  contract  and  expenditure;  and  that  the  Comptroller  General  exercise  his 
authority  under  sections  71,  74,  and  93  of  title  31  U.S.C.  to  adjust  the  accounts 
involving  such  contract  and  expenditure  in  violation  of  law,  to  review  any 
open  balances  which  may  have  been  certified  upon  the  settlement  of  public 
accounts  in  connection  with  the  matter,  and  to  finally  certify  the  illegal  pay¬ 
ments  involved  as  debts  due  the  United  States  and  take  the  appropriate  steps 
to  superintend  the  recovery  thereof. 

Iowa-Ulinois  stands  ready  to  furnish  any  additional  information  which  the 
Comptroller  General  may  deem  desirable  and  will  be  glad  to  have,  and  would 
welcome,  an  opportunity  to  discuss  the  matter  and  present  its  views  orally 
to  the  Comptroller  General  or  his  representatives.  It  is  requested  that  any 
communications  with  respect  hereto  be  sent  to  the  attorneys  for  Iowa-Ulinois, 
Messrs.  Wilrner  &  Broun,  616  Transportation  Building,  Washington,  D.C.,  atten¬ 
tion,  Mr.  E.  Fontaine  Broun. 

Respectfully  submitted. 

Iowa-Illinois  Gas  &  Electric  Co. 

By  Charles  II.  Whttmore,  President . 
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Exhibit  B 

Department  of  Agriculture, 
Washington,  D.C.,  December  3, 195 7. 

Subject :  Iowa  83  Cedar  Rapids 

Iowa-Illinois  Gas  d  Electric  Company  v.  Benson,  cl  al. 

( Your  Reference :  B- 134138. ) 

Hon.  Joseph  Campbell, 

Comptroller  General  of  the  United  States, 

•General  Accounting  Office, 

Washington,  D.C. 

{Attention  :  A. A.  Peter,  Acting  Associate  General  Counsel). 

Dear  Mr.  Campbell  :  This  is  in  response  to  your  letter  of  October  28,  1957, 
requesting  a  report  and  comments  on  the  matter  presented  for  your  considera¬ 
tion  by  a  letter  dated  October  10,  1957,  from  Iowa-Illinois  Gas  &  Electric  Co. 
with  reference  to  a  Rural  Electrification  Administration  loan  to  Central  Iowa 
Power  Cooperative. 

The  loan  in  question  was  approved  by  the  Acting  Administrator,  REA,  on 
September  9,  1955,  in  the  amount  of  $11,173,000  for  the  purpose  of  financing 
the  construction  by  Central  Iowa  Power  Cooperative  (CIPCO)  of  certain  elec¬ 
tric  generation  and  transmission  facilities  including  one  44,000-kilowatt  gen¬ 
erating  unit.  128  miles  of  115-kilovolt  transmission  line,  176.5  miles  of  34.5-kilo¬ 
volt  transmission  line,  and  related  substation  and  switching  facilities,  for  the 
purpose  of  furnishing  electric  energy  to  CIPCO’s  eight  REA-financed  member 
cooperatives.  This  loan  was  made  pursuant  to  the  Rural  Electricfication  Act 
of  1936,  as  amended  (7  U.S.C.  901  et  seq.),  and  in  accordance  with  the  admin¬ 
istrative  findings  required  (7  U.S.C.  904).  Included  in  the  176.5  miles  of  34.5- 
kilovolt  transmission  line  were  20  miles  designated  the  “Lehigh  tap,”  the  pur¬ 
pose  of  which  was  to  enable  CIPCO  to  furnish  one  of  its  member  cooperatives, 
Greene  County  Rural  Electric  Cooperative  (“Greene  County”),  a  supply  of 
power  for  a  large  power  load  in  the  vicinity  of  Lehigh,  Iowa.  The  cost  of  this 
line  was  estimated  at  approximately  $120,000. 

The  relationship  between  CIPCO  and  Greene  County  (and  between  CIPCO 
and  its  seven  other  members)  is  one  of  contract  between  a  wholesale  power 
supplier  and  a  distributor  at  retail.  Under  the  CIPCO-Greene  County  contract, 
CIPCO  is  obligated  to  supply  power  at  load  centers  determined  by  engineering 
studies  made  by  Greene  County.  As  above  indicated,  the  Lehigh  tap  was  de¬ 
signed  to  comply  with  CIPCO’s  contractual  obligations  in  this  regard. 

In  October  1955,  Greene  County,  in  accordance  with  its  REA  loan  agreements, 
submitted  for  REA  approval  a  contract  for  electric  service  between  Greene 
County  and  Lehigh  Sewer  Pipe  &  Tile  Co.  (“Lehigh”).  It  appeared  from  the 
language  of  the  contract  that  Lehigh  was  at  that  time  receiving  25-cycle  electric 
service  from  Fort  Dodge,  Des  Moines  &  Southern  Railway  Co.  In  the  absence 
of  additional  facts,  the  Greene  County-Lehigh  contract  was  returned  without 
approval  to  Greene  County. 

In  April  1956,  Greene  County  and  CIPCO  again  requested  REA  approval  of 
a  contract  for  electric  service  between  Greene  County  and  Lehigh.  At  that 
time  facts  were  presented  by  the  cooperatives  showing  that  the  proposed  con¬ 
tract  contemplated  service  not  to  the  existing  Lehigh  plant  nor  to  an  extension 
of  or  addition  to  the  existing  plant,  but  to  a  completely  new,  separate  and  in¬ 
dependent  plant.  As  stated  in  the  affidavit  of  Joe  A.  Bryant,  vice  president  and 
general  manager  of  Lehigh,  which  was  filed  in  the  U.S.  District  Court  for  the 
District  of  Columbia  in  connection  with  the  litigation  involving  this  loan,  the 
company  had  considered  four  sites  for  the  location  of  its  new  plant..  Two 
important  requirements  for  this  type  of  plant  are  an  adequate  supply  of  the 
particular  quality  of  clay  required  and  an  adequate  supply  of  electricity  at  a 
price  which  will  permit  production  within  costs  competitive  in  the  industry. 
Mr.  Bryant’s  affidavit  further  states  that  an  adequate  supply  of  clay  was  pres¬ 
ent  in  the  Lehigh  area  and  that  Greene  County  was  the  only  supplier  of  electrical 
energy  in  the  area  which  could  furnish  the  quality  and  quantity  of  service  re¬ 
quired  at  a  price  which  would  enable  the  company’s  plant  to  produce  its  prod¬ 
ucts  at  a  competitive  price.  Neither  the  Fort  Dodge,  Des  Moines  &  Southern 
Railway  Co.  nor  the  town  of  Lehigh  (  the  only  other  electric  suppliers  in  the 
area)  were  in  a  position  to  meet  the  company’s  requirements.  As  Mr.  Bryant 
also  points  out  in  his  affidavit,  Greene  County  was  already  serving  the  residence 
of  the  head  kiln  foreman  of  the  company  which  was  located  on  the  same  general 
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tract  of  land  as  the  existing  plant  and  had  been  serving  this  residence  for 
approximately  4  years.  With  reference  to  the  proposed  new  plant  Mr.  Bryant 
stated : 

“That  the  new  manufacturing  plant,  which  will  be  served  under  the  contract 
between  the  company  and  the  Greene  County  Rural  Electric  Cooperative,  is  a 
totally  new,  separate,  and  independent  facility  of  the  company;  that  its  opera¬ 
tion  will  be  completely  independent  and  without  any  interchange  of  products, 
work,  or  material  with  existing  facilities  of  the  company ;  and  that  this  new 
plant  to  be  served  by  Greene  County  Rural  Electric  Cooperative  will  be  as  totally 
separate  and  apart  from  the  existing  facilities  of  the  company  in  its  operation 
as  though  it  were  constructed  many  miles  distant  from  the  presently  existing 
and  operating  plant.” 

In  dune  of  1956,  the  Greene  County-Lehigh  contract  was  approved  by  REA, 
after  thorough  consideration  and  investigation  by  REA  of  these  and  all  relevant 
facts  and  circumstances.  An  administrative  determination  was  made,  pursuant 
to  7  U.S.C.  904,  that  Lehigh,  at  its  new  plant,  was  not  receiving  central  station 
elecric  service.  At  the  present  time  all  REA  loan  funds  required  for  the  con¬ 
struction  of  the  Lehigh  tap  have  been  advanced,  the  line  is  in  operation,  and 
is  serving  not  only  the  company’s  plant  but  approximately  307  farm  consumers 
of  Greene  County. 

As  indicated  in  the  Iowa-Illinois  Gas  &  Electric  Co.  s  letter,  that  company 
purchased  the  electric  facilities  of  the  Fort  Dodge,  Des  Moines  &  Southern 
Railway  Co.  under  a  contract  executed  in  March  1956.  It  has  since  disposed 
of  certain  of  these  facilities  to  other  Iowa  utilities  and  in  fact  some  of  the 
lines  originally  purchased  by  Iowa-Illinois  are  now  owned  and  operated  by 
Greene  County. 

Suit  was  filed  by  Iowa-Illinois  on  August  31,  1956,  in  the  district  court  of 
the  District  of  Columbia.  Iowa-Illinois  complaint  sought  a  declaratory  judg¬ 
ment  that  $120,000  of  the  $11,173,000  REA  loan  to  CIPCO  represented  an  illegal 
loan ;  a  permanent  injunction  against  the  Secretary  of  Agriculture  and  the 
Administrator  and  Acting  Administrator  of  the  Rural  Electrification  Adminis¬ 
tration  carrying  out  the  provisions  of  the  REA— CIPCO  loan  contract ;  and 
a  preliminary  injunction  pending  final  hearing  and  determination.  The  district 
court,  in  an  informal  memorandum  filed  September  24,  1956,  denied  plain¬ 
tiff’s  motion  for  preliminary  injunction  on  the  grounds  that  plantiff  lacked 
standing  to  sue  (citing  Kansas  Power  d  I/lf/ht  Co.  v.  McKay,  96  U.S.  App.  D.C. 
273,  255  F.  2d  924  (cert.  den.  350  U.S.  884).  The  U.S.  Court  of  Appeals  af¬ 
firmed  the  order  of  the  district  court  on  February  28,  1957,  and  amended  its 
opinion  on  March  12,  1957,  affirming  the  order  of  the  district  court  denying 
the  preliminary  injunction  and  remanding  the  case  with  directions  to  dismiss 
the  complaint.  From  the  order  Iowa-Illinois  has  filed  a  petition  for  a  writ 
of  certiorari  with  the  Supreme  Court  of  the  United  States  and  a  brief  in  oppo¬ 
sition  has  been  filed  by  the  Solicitor  General.  No  action  has  been  taken  by 
the  Supreme  Court  as  of  this  date  on  the  petition. 

Iowa-Illinois  also  tiled  suit  in  Iowa  courts  contesting,  inter  alia,  the  validity 
of  the  grant  of  a  franchise  to  CIPCO  by  the  Iowa  State  Commerce  Commission 
for  the  construction  of  the  Lehigh  tap.  This  issue  was  contested  before  the 
Iowa  State  Commerce  Commission  and  in  the  district  court  of  the  State  of 
Iowa  in  and  for  Polk  County.  The  case  was  appealed  to  the  Supreme  Court 
of  Iowa,  which  appeal  was  subsequently  dismissed  of  record  and  the  findings, 
conclusions,  and  judgment  entry  of  the  district  court  represent  a  final  deter¬ 
mination  of  the  rights  of  the  parties.  That  judgment  dismissed  Iowa-Illinois 
petition  with  prejudice  on  the  basis  of  the  court’s  conclusion  that  Iowa-Illinois 
had  not  established  any  right  or  interest  sufficient  to  file  objections  before  the 
Iowa  State  Commerce  Commission  or  to  prosecute  the  action  before  the  Iowa 
court.  As  indicated,  however,  the  petition  for  a  writ  of  certiorari  to  the  U.S. 
Supreme  Court  is  still  pending. 

The  particular  REA  loan,  a  portion  of  which  is  questioned  by  Iowa-Illinois 
in  this  case,  was  approved  under  section  4  of  the  Rural  Electrification  Act. 
REA  loan  funds  may  be  properly  used  under  that  section  to  finance  the  con¬ 
struction  of  electric  facilities  to  furnish  service  to  persons  in  rural  areas  not 
receiving  central  station  service.  Under  the  facts  and  circumstances  relating 
to  the  use  of  REA  funds  for  the  construction  of  the  Lehigh  tap  it  seems  that 
two  questions  were  presented  for  administrative  consideration  : 

1.  Whether  Lehigh  Sewer  Pipe  &  Tile  Co.  was,  with  respect  to  its  new  plant,  a 
person  in  a  rural  area  not  receiving  central  station  service. 
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2.  Whether  even  though  the  company,  with  respect  to  the  old  and  new  plant, 
is  considered  a  single  consumer,  that  consumer  was  not  receiving  central  station 
service  at  the  time  of  the  REA  loan  and  the  proposal  to  serve  the  plant. 

The  legal  aspects  of  these  questions  were  pointed  out  and  discussed  in  an 
opinion,  dated  May  24,  1956,  from  E.  F.  Mynatt,  assistant  general  counsel  to 
Roy  G.  Zook,  assistant  administrator,  REA.  A  copy  of  this  opinion  is  attached. 

If  we  can  be  of  further  assistance  to  you  in  any  way  in  connection  with  this 
matter,  please  do  not  hesitate  to  call  on  us. 

Sincerely, 


True  D.  Morse, 
Under  Secretary. 


Enclosure. 


May  24, 1956. 


To :  Roy  G.  Zook,  Assistant  Administrator,  Electric  Rural  Electrification 
Administration. 

From :  Assistant  General  Counsel. 

Subject :  Iowa  43  Greene. 

The  attached  memorandum,  dated  May  22,  1956,  from  Mr.  Scoltook,  presents 
a  question,  having  certain  novel  aspects,  with  regard  to  the  legality  of  the  use 
of  REA  loan  funds. 

The  question  of  service  by  Greene  County  Rural  Electric  Cooperative  to  the 
town  of  Lehigh,  referred  to  on  page  2  of  Mr.  Scoltook’s  memorandum,  has  not 
been  presented  to  this  office,  and  therefore  is  not  considered  in  this 
memorandum. 

Under  section  4  of  the  Rural  Electi’ification  Act,  REA  loan  funds  may 
properly  be  used  to  finance  the  construction  of  electric  facilities  to  furnish 
service  to  persons  in  rural  areas  not  receiving  central  station  service.  One 
question  for  consideration,  therefore,  is  whether  the  Lehigh  Sewer  Pipe  &  Tile 
Co.  is,  with  respect  to  the  new  plant,  a  person  in  a  rural  area  not  receiving 
central  station  sendee.  } 

In  your  administrative  consideration  of  whether  the  new  plant  may  be  con¬ 
sidered  a  separate  consumer,  there  would  appear  to  be  no  precise  formula, 
mathematical  or  other,  which  would  permit  or  facilitate  a  categorical  deter¬ 
mination.  Identity  of  ownersship  cannot  be  the  sole  test,  for  if  it  were  a  man 
with  an  electrified  general  store  at  the  crossroads  and  a  farm  in  the  foothills 
might  be  denied  service  at  the  farm.  Nor  can  proximity  alone  provide  the 
yardstick,  for  adjoining  property  owners  may  certainly  be  considered  separate 
consumers,  without  regard  to  the  distance  between  their  dwellings  or  place  of 
business. 

Identity  of  ownership  and  proximity,  it  would  seem,  might  in  some  instances, 
be  sufficient  to  create  a  presumption  that  the  consumer  should  be  considered 
one  entity,  but  where  this  question  has  been  presented  to  the  courts  (in  connec¬ 
tion  with  disputed  minimum  water  bills  for  “each  consumer”),  each  house¬ 
holder  or  family  unit  occupying  a  separate  house  has  been  held  to  be  a  separate 
consumer,  even  though  all  the  houses  and  the  single  parcel  of  land  involved 
were  owned  by  the  same  person. 

Womack  v.  Peoples  Water  Service  Co.  (61  So.  (2d)  785  (Miss.,  1953)); 
Thompson  v.  City  of  Goldsboro  (65  S.E.  901  (N.C.,  1909)).  Similarity,  in 
United  States  v.  American  Water  Works  Co.  (37  Fed.  747  (1889)),  the  court 
held  that  the  United  States,  as  owner  of  the  Fort  Omaha  Reservation,  was  not 
entitled  to  be  supplied  water  as  a  single  consumer  where  the  reservation  con¬ 
tained  officers’  dwellings,  hospitals,  warehouses  and  barracks. 

These  cases  suggest,  perhaps,  that  a  third  factor  may  be  added  to  identity 
of  ownership  and  proximity — that  of  separate,  distinct  unitary  operation.  The 
householder,  the  family  unit,  the  character  of  the  building,  and  the  use  to  which 
it  is  put  are  all  concepts  reflecting  a  separate  and  distinct  operating  entity. 
There  is,  in  fact,  an  example  of  the  separate  entity  factor  already  in  existence 
in  the  Lehigh  case.  As  indicated  in  Mr.  Scoltook’s  memorandum,  Greene  County 
is  now  serving  the  residence  of  the  kiln  foreman,  which  is  owned  by  the  company 
and  located  on  company  property  adjacent  to  the  old  plant. 

The  Lehigh  Sewer  Pipe  &  Tile  Co.  owns  the  single  parcel  of  land  on  which 
both  of  its  plants  are  located.  The  plant  buildings  are  not  widely  separated, 
and  presumedly,  will  be  put  to  the  same  general  use.  AYe  are  advised,  however, 
that  each  plant  will  use  a  different  process,  and  that  each  plant  will  operate 
independently  of  the  other.  It  appears,  in  fact,  that  there  are  two  plants,  rather 
than  one  plant  with  two  buildings,  and  that  their  geographical  proximity  results 
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merely  from  the  exercise  of  sound  business  judgment,  based  on  an  extensive 
survey  of  sources  of  raw  materials  and  availability  of  electric  power  rather  than 
from  reasons  of  operational  necessity  or  desirability  of  location  adjacent  to 
each  other. 

A  second  question  for  consideration  is  whether,  even  though  the  company, 
as  respects  both  the  old  and  new  plant,  is  considered  a  single  consumer,  that 
consumer,  in  the  light  of  the  facts  existing  at  the  time  of  the  loan  and  proposal 
to  serve  it  were  made,  was  not  receiving  central  station  service. 

As  indicated  in  Mr.  Scoltook’s  memorandum,  the  bulk  of  the  funds  necessary 
for  service  to  the  plant  were  provided  in  the  “KF”  loan  to  Cipco  approved 
September  0, 1955.  Subsequent  to  the  approval  of  this  loan  (on  October  4,  1955) 
the  company  and  Greene  County  executed  their  contract.  Although  no  legal 
evidence  has  been  submitted  to  us  indicating  that  this  contractual  action  was 
taken  in  reliance  on  the  Cipco  loan,  reason  would  compel  the  assumption  that 
absent  the  loan,  a  contract  for  electric  service,  impossible  to  perform,  would  not 
have  been  entered  into  by  the  parties,  nor  would  the  company  in  reliance  on  the 
contract  have  placed  orders  for  60-cycle  equipment. 

It  is  clear  that  the  company  required  a  commitment  for  60-cycle  service  at 
that  time  for  its  proposed  new  plant.  Its  then  supplier  of  25  cycle  energy 
appeared  to  be  primarily  interested  in  selling  its  electric  facilities,  rather  than 
assuming  new  public  utility  responsibilities.  Indeed,  there  is  no  indication  in 
the  record  presented  to  us  of  the  Fort  Dodge  Railway’s  ability,  even  assuming  its 
willingness,  to  furnish  60-cycle  service  to  the  company.  Its  electric  facilities 
were  designed,  we  are  informed,  to  supply  power  for  its  own  railway  operations. 
It  also  supplied,  at  wholesale,  the  town  of  Lehigh  with  25-cycle  service  which 
the  town  converted  to  60  cycles.  The  town  had  stated  its  inability  to  furnish 
60-cycle  service  to  the  company. 

This  case,  then,  would  appear  to  be  somewhat  analogous  to  those  in  which 
REA  has  been  asked  to  finance  acquisitions  already  consummated  with  borrowers 
general  funds.  Also  having  points  of  similarity  are  the  “spite  line"  cases,  in 
which  another  power  supplier  bad  constructed  facilities  in  an  area  between  the 
time  of  REA  loan  approval  and  actual  construction  by  an  REA  borrower. 

In  both  of  these  situations,  and,  in  our  opinion,  in  the  present  case,  a  deter¬ 
mination  of  the  propriety  of  the  use  of  loan  funds  may  properly  be  related  back 
to  the  time  at  which,  acting  in  good  faith,  decisive  action  was  taken  by  REA 
and  its  borrower. 

The  usefulness  of  25-cycle  service,  we  are  informed,  is  somewhat  limited.  The 
decision  of  the  company  to  operate  its  new  plant  on  the  standard  frequency 
60-cycle  service  certainly  cannot  be  said  to  be  arbitrary  or  capricious.  Where  a 
particular  consumer’s  bona  fide  requirement  for  standard  frequency  service  is  not 
being  met  and  apparently  cannot  be  met  by  its  existing  supplier,  an  administrative 
finding  that  consumer  is  not  receiving  adequate  central  station  service  would 
be  legally  supportable. 

We  are  advised  that  Iowa-Illinois  Gas  &  Electric  Co.  has  contracted  for  the 
purchase  of  the  Fort  Dodge  Railway’s  electric  facilities,  and  has  expressed  its 
willingness  to  provide  the  new  plant’s  requirements  at  60  cycle.  As  of  this 
date,  then,  and  on  the  assumption  that  the  purchase  contract  will  be  consum¬ 
mated.  it  would  appear  that  adequate  central  station  service  may  now  be 
available  (even  if  not  being  furnished)  to  the  new  plant.  The  legality  of  an  REA 
loan  is  not  determined  by  the  existence  of  another  source  of  electricity.  As  we 
pointed  out  in  Oopinion  of  Solicitor  No.  5564  (June  5,  1953)  : 

“*  *  *  The  apparent  readiness  of  Community  Public  Service  Co.  to  render 
service  to  the  project,  however,  would  seem  to  involve  the  application  of  admin¬ 
istrative  policy  considerations,  rather  than  legal  interpretation.  It  seems  clear 
that  the  ‘central  station  service’  provision  in  section  4  of  the  REA  Act  ordinarily 
effectively  prohibits  the  financing  of  distribution  facilities  for  persons  previously 
served  by  other  suppliers.  Since  the  Act  permits  the  financing  of  facilities  for 
‘persons  *  *  *  not  receiving  central  station  service’,  however,  the  fact  that  such 
unserved  persons  may  have  access  to  an  alternative  source  of  power  would  not 
seem  to  represent  a  legal  obstacle  to  a  proposed  REA  loan.” 

An  administration  decision,  on  either  of  the  bases  delineated  herein,  to  approve 
the  power  contract  and  to  release  loan  funds  for  construction  of  the  transmission 
line  and  substation,  would  be  legally  unobjectionable. 

Attachment. 


E.  F.  Mynatt. 
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Exhibit  C 

Davenport,  Iowa,  March  3,  1958. 
Comptroller  General  of  the  United  States, 

General  Accounting  Office, 

Washington,  D.C. 

Dear  Sir:  By  letter  dated  October  10,  1957,  this  company  brought  to  your 
attention  a  certain  Rural  Electrification  Administration  loan  believed  to  be  an 
expenditure  and  contract  made  by  a  Federal  establishment  in  violation  of  law 
and  which  relates  to  the  receipt,  disbursement,  and  application  of  public  funds. 
Such  loan  was  to  finance  construction  of  a  transmission  line  to  enable  a  distri¬ 
bution  cooperative  to  serve  one  of  this  company’s  customers,  Lehigh  Sewer  Pipe 
&  Tile  Co.  We  respectfully  requested  you  to  investigate  the  matter  and  to  take 
appropriate  action  in  accordance  with  your  powers  and  duties  under  the  law. 

We  understand  that  in  considering  the  matter  you  requested  the  Department 
of  Agriculture  to  report  and  comment  on  our  aforementioned  letter  and  that  by 
letter  to  you  dated  December  3,  1957,  from  Under  Secretary  True  D.  Morse  and 
an  attached  opinion  dated  May  24,  1956,  from  E.  F.  Mynatt,  Assistant  General 
Counsel,  to  Roy  G.  Zook,  Assistant  Administrator  of  the  Rural  Electrification 
Administration  (hereinafter  for  convenience  referred  to  as  the  opinion),  the 
position  of  the  Department  in  this  matter  was  set  forth. 

We  believe  it  will  be  of  assistance  to  you  in  further  considering  what  action 
should  be  taken  with  respect  to  the  assertedly  illegal  expenditure  and  contract 
to  have  our  comments  on  several  of  the  propositions  advanced  in  the  aforemen¬ 
tioned  letter  from  Under  Secretary  Morse  and  the  opinion. 

No  issue  is  made  by  the  Under  Secretary  or  the  opinion  as  to  much  of  the 
law  stated  in  our  letter  of  Ocober  10,  1957.  It  is  acknowledged  that  a  loan  by 
the  REA  to  finance  the  construction  of  electrical  facilities  for  persons  already 
receiving  central  station  service  would  be  outside  the  authority  of  the  REA. 
Indeed  the  loan  in  question  was  at  first  rejected  by  the  REA  for  that  very  reason. 
It  is  not  disputed  that  the  purpose  of  the  proscription  of  loans  which  would 
provide  electrical  facilities  to  persons  in  rural  areas  already  receiving  central 
station  service,  as  stated  in  opinion  No.  4506  of  the  Solicitor  of  the  Department 
of  Agriculture  (extensively  quoted  on  pages  9  through  11  of  our  original  letter) 
was  “to  prevent  loans  that  would  create  federally  financed  competition  with 
existing  utility  enterprises.”  The  opinion  points  out  that  there  is  “no  precise 
formula,  mathematical  or  other,  which  would  permit  or  facilitate  a  categorical 
determination”  in  the  “administrative  consideration  of  whether  the  new  plant 
may  be  considered  a  separate  consumer.”  In  the  light  of  the  above-mentioned 
patently  correct  admissions  by  the  Department  of  Agriculture  and  the  statement 
just  quoted  from  the  opinion,  it  is  understandable  why  the  opinion  had  to  resort 
to  tortuous  and  thinly  stretched  reasoning  in  an  endeavor  to  support  the  con¬ 
clusion  it  states  that  the  loan  in  question  “would  be  legally  unobjectionable.” 

To  support  that  conclusion  the  opinion  relies  on  two  unsupportable  propo¬ 
sitions  : 

(1)  Lehigh  Pipe,  although  at  the  time  of  the  loan  receiving  central  station 
service  from  this  company,  is  a  divisible  person,  and  with  respect  to  the  addition 
to  its  plant  facilities  to  be  built  less  than  30  yards  from  its  original  facilities 
was  “a  person  in  a  rural  area  not  receiving  central  station  service” ;  and 

(2)  Even  if  the  additional  plant  facilities  could  not  be  justified  as  a  separate 
person  not  receiving  central  station  service,  the  type  of  central  station  service 
which  Lehigh  Pipe  was  receiving  at  the  time  of  the  loan  was  not  the  type  of 
central  station  service  desired  for  the  additional  plant  facilities  and  for  that 
reason  Lehigh  Pipe  was  “a  person  in  a  rural  area  not  receiving  central  station 
service.” 

In  discussing  the  first  proposition  the  opinion  states  that  neither  common 
ownership  nor  proximity  alone  can  be  the  test  of  whether  Lehigh  Pipe’s  addi¬ 
tional  plant  facilities  constitute  a  separate  unserved  customer.  The  opinion 
then  recognizes  that  identity  of  ownership  and  proximity  “might  in  some 
instances,  be  sufficient  to  create  a  presumption  that  the  customer  should  be 
considered  one  entity.”  At  that  point  instead  of  concluding,  as  we  submit  law 
and  commonsense  should  have  compelled,  that  Lehigh  Pipe’s  original  and  pro- 
posed  additional  facilities  were  “one  entity,”  the  opinion  goes  on  to  cite  three 
wholly  inapposite  water  rate  cases  which  it  contends  remove  the  Lehigh  Pipe 
situation  from  the  usual  presumption  that  common  ownership  and  proximity 
produce  a  single  entity.  A  brief  discussion  of  the  three  cases  cited  in  the 
opinion  will  demonstrate  their  lack  of  support  for  the  proposition  sought  to  be 
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established — namely,  that  by  constructing  a  new  building  an  industrial  customer 
of  an  established  utility  company  can  get  the  benefit  of  federally  financed  power. 

The  first  case,  United  States  v.  American  Water-Works  Co.,  37  Fed.  747 
(1889),  concerned  the  interpretation  of  the  water-rates  ordinance  of  the  city  of 
Omaha,  Nebr.  That  ordinance  clearly  set  forth  separate  rates  for  various 
types  of  buildings  and  enterprises.  When  Fort  Omaha,  owned  by  the  United 
States,  was  included  within  the  Omaha  city  limits,  the  United  States  sought  to 
abolish  its  old  contractual  water  supply  rates  with  the  city  and  instead  be 
treated  as  one  customer  for  all  the  buildings  contained  in  the  very  extensive 
fort.  When  the  city  refused  this  request  and  shut  off  the  fort’s  water  supply, 
the  United  States  brought  a  bill  to  compel  the  city  to  furnish  it  water  according 
to  single  customer  rates.  The  bill  was  dismissed  by  the  Court  which  held  that 
the  ordinance  clearly  provided  “the  water  company  a  right  to  treat  each  building 
separately.” 

In  the  second  case,  Thompson  v.  City  of  Goldsboro,  65  S.E.  901  (N.C.,  1909), 
the  owner  of  three  adjoining  tenement  houses  contended  that  under  the  appli¬ 
cable  city  ordinance  he  should  pay  a  monthly  minimum  of  60  cents  for  water 
service  as  one  consumer  instead  of  60  cents  for  each  tenement  house,  a  total  of 
,$1.80.  As  to  that  the  Court  stated,  “The  regulations  (of  the  Board  of  Public 
Works)  *  *  *  clearly  contemplate  that  each  householder  using  the  water  and 
occupying  a  separate  house,  either  as  tenant  or  owner,  shall  be  considered 
a  consumer  and,  as  such,  liable  to  the  minimum  charge  of  60  cents.” 

In  Womack  v.  Peoples  Water  Service  Co.,  61  So.  (2  )  785,  (Miss.,  1953),  the 
plaintiff  had  arranged  for  water  service  at  a  time  when  a  particular  number 
of  houses  were  on  his  property.  When  he  increased  the  number  of  houses,  the 
water  company  increased  its  water  rate.  The  plaintiff  refused  to  pay,  the  com¬ 
pany  shut  off  his  water,  and  the  plaintiff  sued.  His  suit  was  dismissed  on  the 
ground  that  no  “bona  fide  dispute”  existed.  "The  maximum  rates  which  the 
water  company  was  authorized  to  charge  consumers,”  said  the  court,  “had  been 
fixed  by  the  ordinance  of  the  mayor  and  the  board  of  aldermen,  and  that  ordi¬ 
nance  expressly  provided  that  a  minimum  charge  of  $1.50  per  month  might  be 
made  to  each  consumer  irrespective  of  the  amount  of  water  actually  consumed. 
The  words  ‘each  consumer’  meant  each  householder  or  family  unit.” 

It  is  a  bold  contention  that  the  Rural  Electrification  Act  should  be  interpreted 
in  accordance  with  the  water  ordinances  of  Omaha,  Nebr.,  Goldsboro,  N.C.,  and 
Booneville,  Miss.,  even  if  those  ordinances  were  analogous  to  that  act  on  the  point 
at  issue.  But  no  such  analogy  exists.  In  each  of  those  cases  the  courts  relied 
heavily  on  the  terms  of  the  individual  water  rate  ordinances,  pointing  out  that 
the  clearly  stated  purpose  of  each  was  to  treat  each  building  or  house  as  a  sepa¬ 
rate  unit.  No  such  purpose  express  or  implied  can  be  found  in  the  Rural  Elec¬ 
trification  Act,  which  refers  to  persons  rather  than  to  buildings.  The  construc¬ 
tion  urged  in  the  opinion  leads  to  the  ridiculous  conclusion  that  when  Congress 
used  the  term  “persons  in  rural  areas  not  receiving  central  station  service”  it 
intended  to  say  “buildings  in  rural  areas  not  receiving  central  station  service.” 
Such  confusion  in  terminology  is  not  lightly  to  be  imputed  to  the  Congress.  More¬ 
over  in  view  of  the  statement  quoted  at  page  10  of  our  letter  of  October  10,  1957, 
by  a  solicitor  of  the  Department  of  Agriculture  that  the  purpose  of  Congress 
in  enacting  the  central  station  service  limitation  was  “to  prevent  loans  that  would 
create  federally  financed  competition  with  existing  utility  enterprises,”  it  does 
not.  make  sense  to  contend  that  such  purpose  can  be  defeated  merely  by  calling 
a  new  building  a  new  and  unserved  person. 

It  should  also  be  pointed  out  that,  although  an  officer  of  Lehigh  Pipe  has  stated 
in  an  affidavit  that  the  building  would  be  a  “totally  new,  separate,  and  indepen¬ 
dent  facility  of  the  company,”  many  facilities  are  being  used  in  common  with 
the  operation  of  the  original  building.  The  same  executive  offices,  sales  offices, 
clay-removal  and  clay-transportation  facilities,  carpenter  and  machine  shops 
are  used  in  connection  with  the  operations  of  both  buildings.  Therefore,  it  can¬ 
not  accurately  be  stated  that  the  additional  facilities  are  an  entirely  separate 
and  independent  unit.  Moreover,  although  the  Under  Secretary  and  the  opinion 
of  counsel  have  stated  that  the  loan  in  question  was  made  to  finance  facilities 
“not  to  the  existing  Lehigh  plant  *  *  *  but  to  a  completely  new,  separate,  and 
independent  plant,”  the  fact  is  that  shortly  after  Lehigh  Pipe  began  to  receive 
its  REA-financed  power  through  Greene  County  Co-op  from  CIPCO  for  its  new 
building,  Lehigh  Pipe  as  to  its  original  building  did  not  accept  a  modification 
to  60-cycle  service  offered  by  the  undersigned,  but  instead  terminated  its  service 
from  the  undersigned  in  favor  of  the  REA-financed  service.  Indeed  a  single 
metering  station  now  meters  all  the  power  going  to  the  new  and  old  buildings 
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of  Lehigh  Pipe.  Thus  both  Lehigh’s  new  and  old  facilities  are  being  treated 
as  a  single  customer  by  Greene  County  Co-op,  which  has  a  published  rule  for¬ 
bidding  the  combining  of  two  or  more  customers  on  a  single  meter.  It  would 
be  hard  to  conceive  of  a  situation  constituting  a  more  cynical  evasion  of  the 
intended  congressional  limitation  on  the  REA’s  lending  powers. 

The  second  proposition  advanced  by  the  Department  of  Agriculture  in  at¬ 
tempting  to  justify  the  loan  in  question  is  that  even  if  the  original  and  addi¬ 
tional  facilities  of  the  Lehigh  Pipe  constituted  a  single  person  for  the  purpose  of 
the  central  station  service  limitation  of  the  Rural  Electrification  Act,  since 
Lehigh  Pipe  was  receiving  25-cycle  service  at  its  original  facilities  and  desired 
and  needed  60-cycle  service  for  its  proposed  additional  facilities,  it  was  not 
receiving  central  station  service  at  its  original  facilities. 

This  is  a  somewhat  confused  argument.  No  contention  is  made,  and  the 
Rural  Electrification  Act  does  not  support  one,  that  25-cycle  service  is  not  central 
station  service.  The  opinion  states  at  page  3 : 

“It  is  clear  that  the  company  required  a  commitment  for  GO-cycle  service  at 
that  time  for  its  proposed  new  plant.  Its  then  supplier  of  25-cycle  energy  ap¬ 
peared  to  be  primarily  interested  in  selling  its  electrical  facilities,  rather  than 
assuming  new  public  utility  responsibility.  Indeed,  there  is  no  indication  in 
the  record  presented  to  us  of  the  Fort  Dodge  Railway’s  ability,  even  assuming  its 
willingness,  to  furnish  60-cycle  service  to  the  company.” 

This  shows  a  lack  of  appreciation  of  the  facts.  The  railway  when  it  owned 
the  system,  made  an  offer  prior  to  approval  of  the  loan  here  in  question  to 
adjust  its  service  to  Lehigh  Pipe  so  as  to  provide  60-cycle  power  for  the  addi¬ 
tional  facilities  while  continuing  25-cycle  service  to  the  original  facilities  as 
their  machinery  required ;  and  agreed  to  have  such  60-cycle  power  available 
by  the  time  such  additional  facilities  were  completed  or  as  soon  as  such  power 
was  required.  An  alternative  proposal  for  such  adjusted  service  was  made 
by  the  railway  prior  to  Lehigh  Pipe’s  execution  of  its  20-year  power  contract 
with  Greene  County  Co-op  on  November  25, 1055. 

What  Lehigh  Pipe  ultimately  desired  was  apparently  an  adjustment  or  modi¬ 
fication  of  the  type  of  central  station  service  with  which  Lehigh  Pipe's  original 
facilities  were  served.  Proposals  for  that  modification  are  acknowledged  to 
have  been  made,  in  an  affidavit  by  Mr.  Joe  A.  Bryant,  vice  president  and  general 
manager  of  Lehigh  Pipe,  to  which  Under  Secretary  Morse  refers  on  page  2  of 
his  letter.  In  that  affidavit  Mr.  Bryant  states  “that  the  Fort  Dodge,  Des  Moines 
&  Southern  Railway  Co.  proposed  the  furnishing  of  such  (60  cycle)  electrical 
service,  but  because  of  the  necessity  of  substantial  additional  investment  in 
facilities,  quoted  a  rate  for  such  electrical  service  as  would  have  prevented 
the  company  from  producing  its  products  at  a  price  which  would  be  competitive 
in  this  highly  competitive  industry.” 

It  thus  appears  that  prior  to  the  approval  of  the  loan  in  question  Lehigh  Pipe 
was  receiving  central  station  service  from  our  predecessor  in  interest,  the  rail¬ 
way.  When  Lehigh  Pipe  indicated  that  it  wished  its  additional  facilities  to  be 
furnished  60-cycle  power,  the  railway  and  subsequently  this  company  made 
several  proposals  to  change  the  form  of  service  which  Lehigh  Pipe  was  then  re¬ 
ceiving  to  60-cycle  service  for  the  new  building  and  this  company  offered  60-cycle 
service  to  all  Lehigh’s  facilities. 

The  Rural  Electrification  Act,  in  prohibiting  loans  for  the  furnishing  of  electric 
energy  for  persons  in  rural  areas  who  are  receiving  central  station  service  does 
not  afford  any  basis  for  the  REA  classifying  as  central  station  service  only  that 
service  which  it  considers  to  be  at  a  rate  which  will  be  advantageous  for  the 
prospective  needs  of  users.  But  that  is  the  practical  effect  of  the  conclusion 
which  the  REA  seeks  to  achieve  on  the  basis  of  the  opinion.  It  is  thus  apparent 
that  this  company  not  having  the  benefit  of  2-percent  money  could  not  match 
the  price  offered  by  the  REA-subsidized  CIPCO  and  Greene  County  Co-op.  As  a 
purely  commercial  proposition,  Lehigh  Pipe  Selected  REA-financed  power  and 
propped  its  old  supplier.  It  is  just  this  sort  of  competition  that  the  central 
station  service  limitation  was  designed  to  avoid. 

We  do  not  believe  that  the  Rural  Electrification  Act  provides  the  Administra¬ 
tor  discretion  to  approve  a  loan  which  has  as  its  sole  purpose  the  financing  of 
construction  of  a  transmission  line  to  serve  an  industrial  consumer  which  is 
already  receiving  central  station  service  from  an  established  utility  company.  If 
it  could,  however,  be  successfully  maintained  that  any  discretion  exists  in  that 
regard,  we  believe  the  approval  of  the  loan  here  sought  to  be  challenged  would 
constitute  a  clear  and  gross  abuse  of  such  discretion.  For  the  reasons  stated 
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herein  and  in  our  letter  of  October  10,  1957,  we  urge  that  the  action  requested 
in  that  letter  be  taken. 

Respectfully  submitted. 

Iowa-Ilt.inois  Gas  &  Electric  Co., 
By  Charles  IT.  Whitmore,  President. 


Exhibit  D 

Wilmer  &  Broun, 
Washington,  D.G.,  March  26, 1958. 
The  Comptroller  General  of  the  United  States, 

The  General  Accounting  Office,  Washington ,  D.G. 

IOWA-ILLINOIS  GAS  &  ELECTRIC  CO. 

Dear  Sir  :  This  letter  refers  to  letters  dated  October  10,  1957,  and  March  3, 
1958,  from  the  above-named  company  to  you  calling  to  your  attention  a  certain 
Rural  Electrification  Administration  loan  believed  to  be  an  unlawful  expenditure 
and  contract  by  a  Federal  establishment.  Certain  additional  information  is  sup¬ 
plied  by  this  letter  so  that  the  factual  picture  on  this  matter  will  be  as  complete 
as  possible. 

In  the  opinion  dated  May  24,  1956,  from  E.  F.  Mynatt,  Assistant  General  Coun¬ 
sel,  to  Roy  G.  Zook,  Assistant  Administrator,  Rural  Electrification  Administration, 
a  copy  of  which  opinion  was  sent  to  you  with  the  letter  of  December  3,  1957,  from 
Under  Secretary  True  D.  Morse,  commenting  on  the  Iowa-Illinois  letter  of  Octo¬ 
ber  10,  1957,  it  was  stated  at  page  3 : 

“It  is  clear  that  the  company  (Lehigh  Sewer  Pipe  &  Tile  Co.)  required  a  com¬ 
mitment  for  60-cycle  service  at  that  time  (September  1955)  for  its  proposed  new 
plant.  Its  then  supplier  of  25-cycle  energy  appeared  to  be  primarily  interested 
in  selling  its  electric  facilities,  rather  than  assuming  new  public  utility  responsi¬ 
bilities.  Indeed,  there  is  no  indication  in  the  record  presented  to  us  of  the  Fort 
Dodge  Railway’s  ability,  even  assuming  its  willingness,  to  furnish  60-cycle 
service  to  the  company.” 

As  pointed  out  in  the  Iowa-Illinois  letter  of  March  3,  1958,  that  statement  shows 
a  lack  of  appreciation  of  the  facts.  We  submit  herewith  a  copy  of  a  letter  dated 
May  19,  1955,  from  the  Fort  Dodge,  Des  Moines  &  Southern  Railway  Co.  to 
Lehigh  Sewer  Pipe  &  Tile  Co.  which  contains  two  alternate  proposals  for  fur¬ 
nishing  60-cycle  service  to  the  addition  to  the  Lehigh  Pipe  facilities. 

We  understand  that  neither  of  the  alternate  proposals  contained  in  that  letter 
was  accepted  by  Lehigh  Pipe,  but  that  further  negotiations  were  held  between 
the  railway  and  Lehigh  Pipe  which  culminated  in  an  additional  offer  in  the 
form  of  a  letter  from  the  railway  to  Lehigh  Pipe  dated  October  4,  1955,  referring 
to  a  discussion  of  September  28,  1955.  A  copy  of  the  October  4,  1955,  letter  is 
also  enclosed  herewith.  We  submit  that  those  letters  demonstrate  the  willingness 
and  readiness  of  the  railway  from  at  least  May  1955  on  to  serve  the  additional 
60-cycle  needs  of  Lehigh  Pipe,  which  as  has  been  pointed  out,  was  at  all  times 
pertinent  receiving  central  station  service  at  its  original  facilities  from  the 
railway. 

In  the  letter  dated  December  3,  1957,  to  you  from  Under  Secretary  Morse, 
reference  is  made  to  an  affidavit  of  Joe  A.  Bryant,  vice  president  and  general 
manager  of  Lehigh  Pipe,  to  the  effect  that  Greene  County  Co-op  was  the  only 
supplier  of  electrical  energy  in  the  area  which  could  furnish  the  quality  anil 
quantity  of  service  required  at  a  price  which  would  enable  Lehigh  Pipe’s  plant 
to  produce  its  products  at  a  competitive  price.  Although  the  Rural  Electrifica¬ 
tion  Act  does  not  refer  to  the  rate  at  which  central  station  service  is  available, 
we  recognize  that  it  might  be  argued  that  the  physical  availability  of  such 
service  at  a  prohibitively  high  rate  could  be  regarded  as  equivalent  to  non¬ 
availability  of  such  service.  In  order  to  demonstrate  that  the  offers  by  the 
railway  of  May  19  and  October  4,  1955,  were  not  prohibitively  high  but  were  in 
fact  entirely  reasonable,  we  think  it  desirable  briefly  to  discuss  those  offers 
and  other  relevant  facts. 

During  1954,  Lehigh  Pipe  purchased  424,404  kilowatt-hours  from  the  railway 
for  $8,S28.24,  which  figures  at  a  rate  of  2.07  cents  per  kilowatt-hour.  Plan  No.  1 
as  contained  in  the  letter  of  May  19,  1955,  as  set  forth  on  page  4  of  that  letter 
on  the  basis  of  an  estimated  monthly  demand  of  223,900  kilowatts  and  a  total 
monthly  charge  of  $4,946.S0,  breaks  down  to  a  rate  of  2.2  cents  per  kilowatt-hour. 
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Under  plan  No.  2  (bottom  of  p.  4  of  letter  of  May  19,  1955)  the  rate  figures  to 
1.87  cents  per  kilowatt-hour.  Plan  No.  2,  however,  involved  the  purchase  by 
Lehigh  Pipe  of  frequency  changers.  Although  the  offer  of  October  4,  1955,  was 
at  a  lower  rate,  for  the  purposes  of  considering  the  reasonableness  and  timeli¬ 
ness  of  the  rate  offered  by  the  railway,  we  need  consider  only  the  highest  of  the 
rates  offered,  2.2  cents  per  kilowatt-hour.  The  Iowa-Illinois  engineers  have 
advised  us  that  the  rate  at  which  Greene  County  Co-op  is  serving  Lehigh  Pipe’s 
electrical  requirements  is  in  all  probability  2.02  cents  per  kilowatt-hour.  We 
believe  that  that  rate  can  be  further  substantiated  if  necessary. 

Therefore,  the  difference  between  what  Lehigh  Pipe  is  on  information  and  belief 
paying  to  the  co-op  for  its  electrical  requirements  and  what  it  would  have  had  to 
pay  the  railway  under  plan  No.  1  of  its  offer  of  May  19,  1955,  amounts  to  $4,500 
per  year.  In  an  affidavit,  filed  by  the  same  Joe  Bryant  of  Lehigh  Pipe  in  a 
proceeding  before  the  Iowa  State  Commerce  Commission,  it  is  stated  “*  *  *  the 
profit  from  normal  operation  of  the  new  plant  for  a  year's  period  would  exceed 
$500,000  *  *  Obviously,  a  $4,500  reduction  in  an  annual  profit  of  half  a 
million  dollars  would  not  render  a  business  operation  noncompetitive.  In  fact, 
it  is  a  rate  difference  which  might  he  expected  where  a  co-op  has  the  benefit 
of  2  i>ercent  REA  money  and  a  power  company  does  not. 

If  we  can  furnish  any  additional  material  which  may  be  of  assistance  to  you 
in  considering  this  matter,  please  call  upon  us. 

Respectfully  submitted. 

Wilmer  &  Brottn, 

By  E.  Fontaine  Broun, 

Henry  T.  Rathbun, 

Attorneys  for  Iowa-Illinois  Gas  d  Electric  Co. 

May  19,  1955. 

Lehigii  Sewer  Pipe  &  Tile  Co, 

Fort  Dodge,  Iowa. 

(Attention:  Joe  A.  Bryant,  vice  president  and  general  manager.) 

Dear  Sir:  1.  This  letter  reduces  to  writing  the  discussion  held  in  your  office 
on  May  10,  1955,  on  the  two  plans  for  bringing  60-cycle  power  to  the  Lehigh 
Sewer  Pipe  &  Tile  Co.’s  plant  south  of  Lehigh,  Iowa. 

2.  Plan  No.  1  involves  the  construction  of  about  14  miles  of  new  line,  from 
our  Fort  Dodge  substation  to  the  plant,  and  install  another  substation  at  your 
plant. 


Estimated  cost  of  line,  33,000  volt,  material  and  labor _ $70,  000 

Substation  1,000  kv.-a.,  33,000  primary  to  440  secondary,  3-phase, 

material  and  labor _  16,  700 

Metering _  700 

Contingencies -  10,  000 


Total  estimated  cost _  97,  400 


3.  Plan  No.  2  is  predicated  on  utilizing  the  present  22,000-volt  3-phase,  25-cycle 
line  starting  at  our  Fort  Dodge  substation  and  extending  to  your  Lehigh  plant. 
There  is  now  only  one  other  establishment  served  from  this  line,  besides  your 
plant;  i.e.,  the  Cardiff  .Mill  just  east  of  our  Fort  Dodge  substation.  This  line  is 
No.  6  copper  about  14  miles  long  and  will  deliver  about  1,340  kv.-a.,  which  at  80 
percent  power  factor  would  be  1,000  kilowatts. 

4.  Based  on  Mr.  Benberg’s  letter  the  peak  load  which  will  have  to  be  provided 
for  is : 


Total  horsepower  connected  (new  plant) _ 1,166.9 

Total  kilowatts  connected  76  per  cent  (new  plant) _  886.8 

Allow  for  diversity  80  percent  (new  plant) _ kilowatts _  700.0 

Estimated  load  for  complete  electrification  of  old  plant _ do _  240.  0 

Total  possible  peak  load _ do _  940.  0 


5.  It  will,  therefore,  be  noted  that  the  capacity  of  the  present  line  is  just 
slightly  over  the  estimated  possible  peak  load  as  it  is  known  at  this  time. 
Changing  the  present  conductor  from  No.  6  to  No.  4  wire,  which  is  the  next  size 
larger,  would  increase  the  capacity  to  2,150  kilovolt-amperes  or  1,720  kilowatts  at 
80  percent  power  factor  which  would  be  ample  and  provide  for  future  load.  We 
have  therefore  included  in  the  estimate  an  item  for  recoppering  the  present  line 
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in  plan  2  which  is  only  to  be  done  in  case  actual  experience  with  you  new  plant 
and  electrification  of  the  old  plant  results  in  voltage  difficulties  and  unsatisfac¬ 
tory  service. 

6.  Plan  2 : 


Recoppering  (No.  6  to  No.  4)  14  miles  of  present  22,000-volt  line, 

strengthening,  etc _ $20,  000 

Substation  1.000  kilovolt-amperes,  22,000  volts  to  2,300  volts  or  440  volts 

depending  on  voltage  of  frequency  changers  available _  17,  00Q 

Frequency  changers  (two)  500  kilovolt-amperes  each,  2,300-  or  440-volt, 
motors,  480-volt  generators,  installed.  Note  the  location  of  substation 
and  frequency  changers  near  the  heaviest  load  will  have  an  impor¬ 
tant  bearing  on  the  size  of  your  cable  runs  to  the  larger  motors _  20,  000 

Metering -  700 


Total  estimate  Plan  2 


57,  700 


We  have  started  inquiries  to  locate  and  obtain  prices  of  frequency  changers 
that  are  for  sale,  however,  we  will  want  your  company  to  own  and  operate  them. 

7.  The  Fort  Dodge,  Des  Moines  &  Southern  Railway  will  require  a  service 
charge  of  15  percent  per  year  on  all  new  capital  investments  which  it  will  be 
required  to  make  to  provide  the  service.  This  is  arrived  at  by  2  percent  for 
taxes,  2  percent  for  maintenance,  5  percent  for  depreciation,  and  6  percent  for 
interest,  a  total  of  15  percent. 

On  plan  1,  $57,400 :  this  would  be  $14,610  per  year  or  $1,220  per  month. 

On  plan  2,  $57.700 :  less  frequency  changers  $20,000  or  $37,000  this  would  be 
$5,550  per  year  or  $463  per  month. 

We  believe  we  have  been  reasonable  in  our  estimates  of  the  capital  investments 
required.  However,  our  actual  costs  will  govern  and  if  the  actual  costs  are  less 
than  the  estimates  your  company  will  of  course  benefit. 

8.  The  estimated  kilowatt-hours  required  per  month  are  arrived  at  as  follows  : 


New  plant : 

700-kilowatt  load  8  hours  per  day  at  an  average  of  22  days  per 

month _ _ _ 

111-kilowatt  load  16  hours  per  day  per  month _ _ 

Estimated  6  percent  of  above  for  frequency  changers _ 


Kilowatt- 

hours 

123,  200 
39,  000 
9,  700 


Total  per  month  new  plant 


171,  900 


Old  plant  (after  complete  electrification)  : 

240-kilowatt  load  8  hours  per  day  at  an  average  of  22  days  per 


month - - - - -  42,  000 

30-kilowatt  load  16  hours  per  day  per  month _  10,  000 


Total  per  month  old  plant _  52,  000 


Total  estimated  kilowatt-hours  per  month  for  the  new  and  old 
plant - - -  223,900 

9.  The  energy  rate  for  the  above  per  month  will  be : 

Cents  per 
kilowatt-hour 

First  5,000  kilowatt-hours _ 3.  o 

Next  5,000  kilowatt-hours _ 2.  0 

Next  40,000  kilowatt-hours _ 1.  g 

Next  50,000  kilowatt-hours _ _ 1.  7 

Next  100,000  kilowatt-hours _ _ _ ; _ _  1.  5 

Over  200,000  kilowatt-hours _ 1.  2 


The  fuel  clause  will  be  as  follows : 

‘■The  above  rate  is  based  upon  an  average  fuel  cost  of  25  cents  per  million 
B.t.u.  for  gas  and  for  coal  delivered  to  the  site  of  the  powerplant  at  Fraser,  Iowa. 
For  each  whole  cent,  and  fraction  thereof,  increase  or  decrease  in  said  average 
fuel  cost,  of  fuel  purchased  during  the  calendar  month  of  the  billing  period,  there 
shall  be  added  to  (or  subtracted  from)  the  bill  an  amount  equal  to  $0.0002  per 
kilowatt-hour.” 

Minimum  monthly  bill  will  be  75  percent  of  the  highest  15-minute  demand  but 
no  less  than  75  percent  of  the  highest  established  in  previous  11  months  at  the 
rate  of  $2  per  kilowatt  per  month. 
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10.  During  tlie  past  12  mouths  the  actual  fuel  costs  at  Fraser  and  emergency 
power  connections  were  as  follows : 


Cents 


May  1954 - -  26.1 

June  1954 -  26.3 

July  1954 _ 26.3 

August  1954 -  26.3 

September  1954 -  26.3 

October  1954 -  26.1 


Cents 

November  1954 -  26.1 

December  1954 _ 29.3 

January  1955 _ 30.9 

February  1955 _ 1 _ 30.9 

March  1955 -  30.1 

April  1955 _ 27.5 


To  apply  the  above  formula  to  January  or  February  1955  fuel  costs  of  30.9 
cents,  which  are  highest  months,  the  fuel  cost  per  kilowatt  hours  would  be 
0.118  cent,  i.e.,  30.9  cents  less  25  cents  equals  5.9  cents  times  $0.0002  equals 
$0.00118  or  0.118  cent. 

Based  on  223,900  kilowatt-hours  per  month  this  would  total  $264.20  for  the 
highest  month.  The  lowest  month  would  be  $49.26.  The  12  months  average 
would  be  $111.95  per  month. 

11.  During  the  year  1954  your  company  purchased  424,404  kilowatt-hours  at 
$S,S28.24.  Under  the  above  rate  we  would  combine  both  the  present  and  the 
new  meter  readings  for  billing  purposes. 

12.  We  will  require  that  the  average  power  factor  of  your  load  be  not  lower 
than  85  percent.  A  power  factor  lower  than  this  will  be  a  continuous  expense  to 
you  as  well  as  to  us  since  a  poor  power  factor  increases  the  amperes  flowing  in 
your  wiring  and  the  frequency  changers  and  our  transformers  and  lines  without 
producing  any  useful  or  useable  power.  This  increased  amperage  is  lost  in  the 
form  of  heat  as  explained  to  you  at  the  meeting.  The  best  method  of  correcting 
power  factor  is  at  the  motors  themselves  in  the  form  of  condensers  which  are 
only  in  operation  when  the  motors  are  in  operation. 

13.  Since  the  service  will  be  440  it  is  recommended  that  your  design  engineer 
include  such  dry  type  transformers  rated  440 — 115/230  for  location  at  such  points 
in  the  plant  as  are  desirable  for  lighting,  electric  handtools,  shop.  etc. 

14.  Typical  monthly  bill  computed  on  the  above  rate  would  be  : 


233.900  kilowatt-hours :  5,000  kilowatt-hours  at  3  cents -  $150.  00 

218.900  kilowatt-hours :  5,000  kilowatt-hours  at  2  cents -  100.  00 

213.900  kilowatt-hours :  40,000  kilowatt-hours  at  1.8  cents -  720.  00 

173.900  kilowatt-hours :  50,000  kilowatt-hours  at  1.7  cents -  850.  00 

123.900  kilowTatt-hours : 

100,000  kilowatt-hours  at  1.5  cents -  1,  500.  00 

23,900  kilowatt-hours  at  1.2  cents -  286.  80 


Total,  223,900 _  3,  606.  80 

Fuel  cost  (average) _  120.00 


Subtotal -  3,  726.  00 

Service  charge  plan  1 -  1,  220.  00 


Total  monthly  charge  plan  1 -  4,  946.  80 

15.  Under  plan  2  of  the  typical  bill  would  be : 

Subtotal  from  paragraph  above - $3,  726.  80 

Service  charge  plan  2 -  463.  00 


Total  monthly  charge  plan  2 _  4, 189.  80 


16.  Since  the  above  is  calculated  on  the  total  electrification  at  your  plant  the 
amount  which  you  now  pay  our  company,  which  averaged  $730  per  mouth  and 
the  savings  on  your  present  steam  operations  should  be  taken  into  account  in 
considering  either  of  the  above  plans. 

17.  We  wish  to  point  out  at  this  time  that  during  the  past  2  years  we  have 
been  engaged  in  an  extensive  pole  replacement  program  on  the  present  transmis¬ 
sion  from  the  Fort  Dodge  substation  to  your  plant.  There  are  now  only  50  poles 
or  less  than  2  miles  yet  to  be  changed  out  which  will  be  done  as  soon  as  we  know 
your  decision  on  which  plan  is  to  be  followed. 
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18.  The  above  discussion  will  give  you  a  fairly  close  idea  of  what  the  power 
costs  will  be  and  will  be  reduced  to  a  formal  contract  setting  forth  in  detail  the 
contractual  obligations  of  both  parties.  The  term  of  contract  will  be  for  5  years. 
Very  truly  yours, 

L.  W.  Laughlin, 

Chief  Electrical  Engineer,  Fort  Dodge,  Des  Moines,  £  Southern  Railway. 


October  4,  1955. 

Lehigh  Sewer  Pipe  &  Tile  Co., 

Fort  Dodge,  Iowa. 

(Attention  :  Joe  A.  Bryant,  Vice  President  and  General  Manager.) 


Dear  Sir  :  1.  This  proposal  confirms  our  discussion  in  your  office  on  Septem¬ 
ber  28,  1955,  relative  to  60-cycle  power  supply  to  your  proposed  new  plant  south 
of  Lehigh,  Iowa. 

2.  Since  our  letter  of  May  19,  1955,  as  explained,  our  situation  and  planning 
has  changed  considerably  and  in  the  following  respects : 

(а)  Our  railroad  was  completely  dieselized  on  August  1,  1955,  which  has  re¬ 
leased  powerplant  capacity  for  new  loads. 

(б)  Also  considerable  good  line  and  substation  material  is  also  thereby  re¬ 
leased  for  use  at  other  points  on  the  system. 

(c)  The  present  22, 000- volt,  GO-cycle  line  between  Fraser  plant  and  our  Fort 
Dodge  substation  is  to  be  raised  to  33,000  volts  thereby  increasing  the  capacity 
of  this  line  by  30  percent  (125  percent  in  terms  of  voltage  drop).  This  line  will 
have  an  interchange  connection  with  another  utility  at  each  end  with  the 
Fraser  plant  in  between.  The  new  60-cycle  supply  to  your  plant  will  tap  this 
line  just  west  of  Lehigh. 

(d)  The  present  22, 000- volt  25-cycle  line  between  Fraser  and  Fort  Dodge  is 
to  be  raised  to  44.000  volts  which  will  then  provide  two  44,000  volt  circuits  with 
selective  relaying.  Either  line  will  have  sufficient  capacity  to  carry  the  Fort 
Dodge  load  with  the  other  circuit  out  of  sen- ice  for  regular  scheduled  mainte¬ 
nance  and  repairs  when  required. 

(e)  The  large  frequency  changer  and  the  two  small  frequency  changers  will 
be  left  in  place  at  Fort  Dodge,  which  will  provide  ample  25-  or  60-cycle  power 
as  future  circumstances  require. 

As  a  result  of  the  above  the  Fort  Dodge,  Des  Moines  &  Southern  will  finance 
the  service  to  your  plant,  including  the  substation  and  deliver  3  phase,  480  volts, 
60  cycle  power  to  you. 

3.  The  present  25  cycle  power  and  the  new  60  cycle  power  to  your  plant  will 
be  totalled  and  billed  as  one  account  as  outlined  in  our  proposal  of  May  19,  1955. 

4.  The  monthly  power  bill  will  be  computed  on  the  following  rate :  5,000  kilo¬ 
watt-hours  at  3  cents,  5,000  kilowatt-hours  at  2  cents,  40,000  kilowatt-hours  at 
1.8  cents,  50,000  kilowatt-hours  at  1.7  cents,  100,000  kilowatt-hours  at  1.5  cents, 
100,000  kilowatt-hours  at  1.2  cents,  1,000,000  kilowatt-hours  at  1.02  cents,  over 
1,300,000  kilowatt-hours  at  0.95  cent. 

5.  The  fuel  clause  will  be  the  same  as  set  forth  in  our  letter  of  May  19,  1955. 

6.  Likewise  the  monthly  minimum  will  be  the  same  i.e.  75  percent  of  the  high¬ 
est  15  minute  demand  for  the  previous  12  months  which  based  on  an  estimated 
total  combined  25-  and  60-cycle  load,  of  900  kilowatts  would  be  675  kilowatts  at 
$2  or  $1,350  per  month. 

7.  The  term  of  contract  will  be  the  same  as  before ;  i.e.,  5  years. 

8.  We  will  have  sufficient  60-cycle  power  available  to  you  by  July  1,  1956, 
which  is  your  present  target  date,  or  earlier  if  needed. 

9.  We  ask  that  the  power  factor  of  your  load  be  held  as  close  to  85  percent  as 
possible  but  not  lower  than  82  percent.  This  will  benefit  you  in  reduced  losses 
on  your  side  of  the  meter  as  well  as  losses  on  our  system. 

10.  An  adjustment  of  rates  can  be  negotiated  to  reduce  costs  somewhat  if  op¬ 
erations  would  be  reduced  in  time  of  lowrer  business  conditions. 

11.  The  above  I  believe  covers  the  salient  points  of  our  discussion  but  if  not, 
please  let  me  know.  Also  if  you  desire  further  information  on  the  above  please 
do  not  hesitate  to  contact  me. 

Thanking  you  for  your  courtesy  in  this  matter,  I  am 
Very  truly  yours, 


L.  W.  Laughlin, 

Chief  Electrical  Engineer,  Fort  Dodge,  Des  Moines  £  Southern  Railway. 
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Exhibit  E 

Davenport,  Iowa,  September  19, 1958. 
The  Comptroller  General  of  the  United  States, 

The  General  Accounting  Office,  Washington,  D.C. 

Dear  Sir:  As  the  company  which  called  to  your  attention  as  an  expenditure 
and  contract  in  violation  of  law  the  portion  of  an  REA  loan  for  construction  of 
a  transmission  line  to  serve  an  addition  to  the  plant  facilities  of  Lehigh  Sewer 
Pipe  &  Tile  Co.,  we  have  been  disturbed  at  the  irresponsible  allegations,  some 
of  which  have  been  printed  in  the  Congressional  Record,  relating  to  your  decision 
of  July  21,  1958  (B-134138).  In  addition  to  claims  that  your  decision  distorts 
the  legislative  history  of  the  central-station  service  limitation,  there  have  been 
suggestions  that  improper  influence  has  been  exercised  on  you.  As  to  your 
having  based  your  judgment  on  influence  rather  than  law,  the  record  in  this 
matter  completely  refutes  any  such  insinuation  and  clearly  shows  that  the  matter 
has  been  presented  to  you  entirely  on  the  merits. 

We  believe  there  is  similarly  no  warrant  for  the  accusation  that  your  decision 
quotes  mere  fragments  of  the  legislative  history  out  of  context  to  convey  an 
erroneous  impression  of  the  legislative  intent  of  the  central-station  service  limita¬ 
tion.  In  that  regard,  we  refer  to  a  letter  to  you  from  Acting  Secretary  True  D. 
Morse  dated  August  7,  1958,  as  such  letter  is  set  forth  at  pages  15676-80  of  the 
Congressional  Record  for  August  12,  1958.  You  are  obviously  throughly  familiar 
with  the  legislative  history  of  the  Rural  Electrification  Act.  AVe  will  accord¬ 
ingly  make  our  comments  on  the  subject  brief. 

We  think  the  Morse  letter  refers  in  large  measure  to  a  situation  which  was  not 
before  you  in  your  decision  of  July  21,  1958.  AVe  do  not  contend,  nor  do  we 
get  any  such  impression  from  your  decision,  that  the  mere  fact  that  a  power 
company  is  authorized  to  serve  a  given  area  precludes  a  loan  to  a  co-op  to  serve 
such  area.  Here  not  only  was  the  area  being  actually  served  by  the  power  com¬ 
pany,  but  the  very  customer  who  was  the  beneficiary  of  the  challenged  loan  was 
being  served.  Your  decision  clearly  speaks  in  terms  of  an  area  actually  being 
sewed  by  a  power  company  as  opposed  to  an  area  which  a  power  company  is 
legally  authorized  to  serve  or  which  it  had  indicated  a  willingness  to  serve.  AVe 
think  that  is  a  very  real  distinction  which  has  been  overlooked  in  large  part 
in  the  Morse  letter.  During  the  1930’s,  when  there  were  large  unserved  areas, 
the  issue  now  under  consideration  was  quite  theoretical,  since  the  REA  loans 
were  for  construction  in  areas  not  otherwise  served,  and  the  loans  then  made  were 
not  for  duplicating  transmission  and  distribution  facilities.  AATe  therefore  re¬ 
spectfully  disagree  with  Acting  Secretary  Morse's  view  that  your  decision  would 
in  effect  have  made  the  rural  electrification  program  of  the  past  22  years  im¬ 
possible. 

In  your  decision  you  quoted  portions  of  the  debate  relating  to  the  central- 
station  service  limitation  of  the  Rural  Electrification  Act.  The  Morse  letter 
quotes  additional  portions  of  such  debate.  It  should  he  noted  that,  as  might  be 
expected,  the  entire  debate  contains  answers  which  are  not  entirely  responsive 
to  questions  and  also  contains  numerous  instances  of  apparently  inconsistent 
statements  by  individual  Senators.  Obviously,  congressional  intent  is  to  be 
determined  from  the  totality  of  the  legislative  history  and  not  from  single 
statements  made  during  the  course  of  debate.  AATe  believe  the  legislative  history 
considered  as  a  whole  compels  the  conclusion  in  your  decision  that  the  purpose  of 
the  central-station  service  limitation  was  to  exclude  loans  for  the  paralleling  of 
existing  facilities  by  prohibiting  the  use  of  loan  funds  for  construction  of 
transmission  lines  and  substations  to  furnish  power  to  an  area  already  served 
by  private  power  companies.  It  is  clearly  pointed  out  in  your  decision  that  the 
language  of  the  central-station  service  limitation  as  enacted  into  law  was 
somewhat  different  from  the  section  at  the  time  of  the  debate  of  which  reference 
had  been  made.  We  are  sure  you  had  in  mind  in  quoting  such  debate  the  fact 
that  Senator  Norris  considered  the  changed  language  to  he  one  of  a  number  of 
“more  or  less  formal  amendments”  submitted  by  him  (80  Cong.  Rec.,  p,  2824).  In 
addition,  it  should  be  noted  there  was  no  debate  when  the  amendment  was  passed 
(80  Cong.  Rec.,  p.  2827).  AATe  therefore  do  not  think  the  change  in  language  is 
"the  paramount  fact”  in  the  legislative  history  as  denominated  by  Acting  Secre¬ 
tary  Morse. 

Admittedly,  the  act  uses  the  word  “person”  and  jurisdiction  must  first  assure 
there  is  such  a  person.  When  such  a  person  is  so  located  as  not  to  have  a  ready 
opportunity  for  service  from  a  public  utility,  no  problem  exists.  AA7hen  such  a 
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person  is  located  in  an  area  where  public  utility  facilities  sufficient  for  his  needs 
are  readily  available,  or  if  special  facilities  are  offered  by  the  public  utility 
operating  in  the  area  to  serve  that  person’s  needs,  the  person  can  no  longer  be 
deemed  not  to  be  receiving  central-station  service  so  as  to  justify  an  uneconomic 
loan  which  would  duplicate  expensive  transmission  and  distribution  facilities. 
That,  we  submit,  is  the  only  logical  interpretation  of  the  central-station  service 
limitation.  That  the  term  “unserved  person”  cannot  under  the  act  be  given  its 
restricted  literal  meaning  is  acknowledged  by  Acting  Secretary  Morse  where  he 
states :  "It  is  apparent  that  the  mere  fact  that  a  person  is  receiving  service  at 
one  premise  does  not  preclude  him  from  being  considered  an  ‘unserved  person’ 
at  other  premises.”  That  admission  of  the  need  to  consider  the  area  in  which 
the  person  is  located  cannot  logically  be  limited,  we  submit,  to  situations  involving 
identity  of  ownership.  That  also  admits  the  need  to  resort  to  legislative  history 
in  order  to  derive  congressional  intent.  It  cannot  be  maintained  that  the  word¬ 
ing  of  the  statute  is  so  clear  there  is  no  room  for  construction. 

As  stated  in  Opinion  No.  4506  of  the  Solicitor  of  the  Department  of  Agriculture, 
dated  November  24,  1042,  the  legislative  history  indicates  the  central-station 
service  limitation  “was  inserted  because  of  a  legislative  intent  to  exclude  loans 
for  the  purpose  of  paralleling  existing  systems  and  thus  creating  competition 
with  established  utilities.”  No  matter  how  Acting  Secretary  Morse  attempts  to 
limit  or  explain  away  that  language,  we  believe  it  is  a  fair  summary  of  the 

legislative  history.  . 

Acting  Secretary  Morse’s  interpretation  would  lead  to  results  obviously  con¬ 
trary  to  the  spirit  of  the  act,  which  would  have  disastrous  effects  on  existing 
private  power  companies  such  as  this  company  who  are  in  good  faith  attempting 
to  serve  all  the  electric  requirements  of  an  area.  A  group  of  new  homes  or  a 
single  new  home  in  a  served  community,  in  order  to  undercut  the  rates  of  the 
utility  serving  the  community,  could  contract  for  power  with  a  co-op  which 
under  the  Morse  theory  would  be  entitled  to  get  2  percent  Government  funds  to 
finance  the  new  facilities  of  the  co-op.  This  would  put  the  co-op  in  position 
where  by  virtue  of  having  the  benefit  of  a  2  percent  REA  loan  it  could  later 
pluck  off  the  customers  previously  served  by  the  private  utility  company.  That, 
of  course,  is  what  occurred  in  the  Iowa-Illinois  situation,  where,  after  the  Lehigh 
tap  was  constructed  with  REA  funds  for  the  admitted  sole  purpose  of  serving 
the  additional  facilities  of  Lehigh  Pipe  (on  the  theory  that  such  additional 
facilities  constituted  an  unserved  customer),  Greene  County  Co-op  entered  into 
a  contract  to  serve  the  original  facilities  of  Lehigh  Pipe  and  also  the  town  of 
Lehigh,  which  were  both  customers  of  Iowa-Illinois. 

The  interpretation  of  Acting  Secretary  Morse  would  further  permit  a  customer 
to  terminate  service  with  a  public  utility  and  thereafter  to  invite  service  by  a 
co-op  as  a  person  not  already  served.  It  was  just  that  sort  of  raiding  that  the 
central-station  service  limitation  was  designed  to  avoid. 

We  think  the  alternate  ground  of  your  decision  that  there  appeared  litt’e 
basis  in  the  record  for  considering  the  new  plant  of  Lehigh  Sewer  Pipe  &  r|’ile 
Co.  a  person  not  receiving  central-station  service  so  as  to  authorize  the  making 
of  a  loan  under  section  4  of  the  Rural  Electrification  Act  is  correct  beyond  cavil. 
The  reasoning  in  Acting  Secretary  Morse’s  letter  if  adopted  would  lead  to  the 
preposterous  situation  whore  a  farmer  who  built  a  new  milking  parlor,  silo, 
barn,  or  chickenhou.se  on  his  farm  which  was  already  being  served  could  qualify 
as  a  beneficiary  of  an  REA  loan  for  the  purpose  of  contracting  a  transmission 
line  to  serve  the  new  use. 

In  that  regard,  you  may  be  interested  in  the  enclosed  article  and  pictures 
which  appeared  in  the  Des  Moines  Sunday  Register  of  September  14,  1958. 

We  doubt  that  this  letter  presents  anything  which  was  not  thoroughly  con¬ 
sidered  by  you  at  the  time  of  your  decision.  We  would  not  submit  it  were 
it  not  for  the  totally  unwarranted  public  criticisms  of  you.  the  misleading  state¬ 
ments  regarding  the  effect  of  your  letter,  and  the  very  real  damage  which  the 
rationale  of  the  brief  of  the  Department  of  Agriculture  and  that  of  the  N.R.E.C.A. 
would  impose  on  this  and  other  public  utilities  operating  within  their  service 
ai’eas. 

Respectfully  submitted. 

Iowa-Illinois  Gas  &  Electric  Co., 

By  (S)  H.  A.  Kleinman,  Vice  President. 

(Note. — The  articles  and  pictures  from  the  Des  Moines  Register  referred  t6 
above  are  on  file  with  the  committee.) 
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Senator  Ellender.  I  suppose  we  will  have  some  opposition  witnesses 
this  afternoon  to  get  their  side  of  it.  I  hope  that  the  committee  will 
act  soon  on  the  matter  and  that  its  views  will  be  tempered  by  the 
evidence  yon  produced  and  evidence  produced  by  the  opponents. 

Mr.  Whitmore.  Thank  you,  sir. 

Senator  Ellender.  We  shall  try  to  sift  out  the  fact  and  do  the  right 
thing. 

Mr.  Whitmore.  Thank  you,  Senator. 

Senator  Ellender.  The  committee  will  stand  in  recess  until  2  o’clock. 

(Thereupon,  at  1  p.m.,  the  subcommittee  recessed  to  reconvene  at 
2  p.m.  of  the  same  day.) 

AFTERNOON  SESSION 

Senator  Holland  (presiding).  The  subcommittee  will  please  come 
to  order. 

Mr.  Kenneth  L.  Scott,  Director  of  the  Agricultural  Credit  Service, 
Department  of  Agriculture,  is  our  first  witness. 

Mr.  Scott.  Would  you  like  for  me,  Mr.  Chairman,  to  respond  first 
toS.  Res.  21? 

Senator  Holland.  I  would  like  you  to  confine  yourself  first  to  S. 
Res.  21.  You  seem  to  have  a  statement  here  prepared  with  reference 
to  both  of  them. 

Mr.  Scott.  I  will  be  glad  to  read  that  part  first,  that  pertains  to  S. 
Res.  21. 

Senator  Holland.  All  right.  Then  the  reporter  can  pick  that  part 
out. 

Mr.  Scott.  Yes,  sir. 

STATEMENT  OE  KENNETH  L.  SCOTT,  DIRECTOR  OE  AGRICULTURAL 
CREDIT  SERVICE,  U.S.  DEPARTMENT  OF  AGRICULTURE 

Mr.  Scott.  Beginning  on  page  2  I  have  remarks  about  the  S.  Res. 
21  which  I  would  like  to  read  first. 

The  Department  is  in  accord  with  the  views  expressed  in  S.  Res.  21. 

As  we  stated  in  our  letters  of  August  7  and  October  29,  1958,  to  the 
Comptroller  General,  the  Department  believes  that  when  the  Congress 
authorized  REA  to  make  loans  to  bring  the  benefits  of  electricity  to 
those  persons  who  were  not  receiving  electric  service,  it  meant  pre¬ 
cisely  what  it  said.  The  Rural  Electrification  Act  of  1936  prescribed 
a  simple  test  in  clear  language.  If  a  person  in  a  rural  area  was  not, 
in  fact,  receiving  electric  service,  REA  loan  funds  could  be  used  to 
bring  service  to  him.  For  almost  23  years,  REA  has  applied  this  test 
and  the  results  speak  for  themselves;  about  96  percent  of  the  farms  of 
America  are  now  receiving  central  station  service. 

We  in  the  Department  have  no  doubt  that  the  clear  intent  of  the 
Congress  has  been  carried  out  in  the  administration  of  REA.  This 
has  been  plainly  manifested  in  the  continuous  congressional  support 
of  the  rural  electrification  program.  We  shall  continue  to  carry  out 
this  intent  by  making  REA  loans  to  serve  persons  who  are,  in  fact, 
not  receiving  central  station  service.  However,  in  order  that  any 
doubt  as  to  the  congressional  intent  be  removed  from  the  mind  of  the 
Comptroller  General  or  others,  we  support  the  adoption  of  Senate 
Resolution  21. 
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That,  Mr.  Chairman,  is  all  1  have  in  my  prepared  statement  relat¬ 
ing  to  Senate  Resolution  21.  Mr.  Hamil,  Administrator  of  REA,  has 
a  statement  about  this  if  you  would  care  to  hear  him. 

Senator  Holland.  All  right.  Senator  Young,  do  you  have  any 
questions  ? 

Senator  Young  of  Ohio.  I  have  no  questions  at  this  time. 

Senator  Holland.  The  next  witness  is  Mr.  David  A.  Hamil,  Ad¬ 
ministrator  of  the  REA. 

STATEMENT  OF  DAVID  A.  HAMIL,  ADMINISTRATOR,  RURAL  ELEC¬ 
TRIFICATION  ADMINISTRATION,  U.S.  DEPARTMENT  OF  AGRI¬ 
CULTURE 

Mr.  Hamil.  Mr.  Chairman  and  members  of  the  committee,  this  is 
the  first  occasion  I  have  had  to  meet  with  this  committee  since  I  was 
before  you  in  June  1956  in  connection  with  confirmation  of  my  ap¬ 
pointment  as  Administrator  of  REA.  The  32  months  which  have 
elapsed  have  been  a  time  of  busy  and  rewarding  experience. 

When  I  first  came  before  you,  my  association  with  rural  electrifica¬ 
tion  was  as  a  rancher  who  had  helped  to  bring  electric  service  into  his 
own  community  and  served  as  a  director  on  the  local  electric  coopera¬ 
tive  for  5  years,  and  as  a  member  of  the  Colorado  General  Assembly 
who  had  participated  actively  in  legislative  matters  affecting  the  rural 
electric  sytsems  in  his  State. 

The  functions  and  responsibilities  which  I  assumed  as  REA  Ad¬ 
ministrator  were  new  to  me  and  different  in  many  respects  from  any 
of  my  previous  experiences.  It  was  my  first  position  in  the  executive 
branch  of  any  government.  Those  of  you  who  have  served  in  both 
legislative  and  executive  capacities  will  understand  when  I  say  there 
is  quite  a  difference  between  making  a  law  and  administering  it. 

In  giving  you  my  views  on  the  pending  legislation  which  is  under 
consideration  here  today,  it  is  appropriate  that  I  render  an  account 
of  my  administration. 

Reference  to  Senate  Resolution  21  which  is  before  your  committee 
today  is  appropriate  at  this  point.  I  want  to  assure  you  that  the  basic 
1936*  act  is  being  interpreted  and  administered  in  accordance  with  the 
intent  of  the  Congress  and  will  continue  to  be  so  interpreted  and  ad¬ 
ministered  until  the  Congress  changes  it.  This  position  has  been  and 
continues  to  be  strongly  supported  by  the  Secretary  and  the  General 
Counsel  of  the  Department. 

The  letters  referred  to  in  Senate  Resolution  21  speak  for  themselves 
on  this  point.  I  want  here  and  now  to  state  for  the  record  my  deep 
appreciation  for  the  support  given  us  on  these  vital  matters  by  the 
Secretary  and  the  General  Counsel  and  the  people  in  their  offices,  and 
by  the  Members  of  Congress  who  have  stood  by  us  in  our  firm  resolution 
to  cany  on  as  we  have  in  the  past. 

That  concludes  my  statement  on  Senate  Resolution  21  and  I  am 
here  to  answer  any  questions. 

Senator  Holland.  Is  there  any  clarifying  legislation  of  any  kind 
that  would  serve  to  simplify  the  administration  of  the  REA  program 
from  the  standpoint  of  making  it  very  clear  where  the  REA  effort 
begins  and  ends  and  Avhere  the  field  of  service  by  the  commercial 
companies  ends. 
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Mr.  Hamil.  No.  Under  the  present  legislation,  Mr.  Chairman, 
there  is  no  point  of  demarcation  except  we  do  not  make  loans  to  serve 
customers  who  are  at  that  time  being  served. 

There  are  differences  of  opinion  as  to  what  may  be  service. 

Senator  Holland.  Well,  we  have  had  some  cases  arise  in  my  own 
State  which  make  me  realize  that  the  point  isn’t  entirely  clear.  For 
instance,  requests  for  service  requiring  long  extensions  of  line  by 
people  who  are  located  close  to  or  adjoining  commercial  lines,  who 
are  not  actually  connected  with  those  commercial  lines. 

What  is  the  standard  there  under  present  law  and  under  present- 
administration  as  to  when  you  take  jurisdiction  of  such  cases  and  when 
you  feel  they  should  be  served  by  REA? 

Mr.  Hamil.  Well,  as  you  know,  Mr.  Chairman,  the  borrowers  from 
REA  are  locally  operated  entities  and  we  are  acting  in  the  capacity  of 
their  bankers  for  serving  unserved  people. 

The  loans  that  we  make  are  self-liquidating  and  repayable. 

Therefore,  if  the  parties  to  whom  they  are  extending  service  are 
beneficiaries  according  to  the  act,  Mr.  Chairman,  they  are  eligible  for 
an  REA  loan. 

Senator  Holland.  That  is  the  sole  controlling  factor?  Whether 
such  service  can  become  profitable  or  would  be  a  drain  on  their  or¬ 
ganization  ? 


Mr.  Hamil.  That  primarily  comes  in  the  jurisdiction  of  the  entity 
making  the  application  to  us. 

However,  we  check  that  very  thoroughly  to  see  if  the  organization 
borrowing  from  REA  is  on  a  self-sustaining  and  self-supporting  basis 
and  that  the  loans  are  repayable  from  income. 

Senator  Holland.  Well,  you  mean  by  that  that  the  local  borrowing 
organization  is  the  sole  judge  of  whether  or  not  they  should  make  a 
certain  connection,  no  matter  how  long  it  is,  provided  that  their  total 
system  is  such  as  to  afford  a  good  credit  risk  to  REA. 

Mr.  IIamil.  That  is  a  question  that  does  not  come  up  too  often,  Sen¬ 
ator,  the  length  of  the  proposed  extension. 

^  I  he  policies  that  control  most  of  the  organizations  borrowing  from 
REA  are  such  that  the  extension  is  self-supporting. 

Do  I  make  that  clear  ?  In  other  words,  if  there  is  going  to  be  an  ex¬ 
tension  to  their  system,  they  want  that  portion  of  the  system  to  be  as 
near  a,s  possible  self-supporting.  In  other  words,  it  is  unusual  to  run  a 
long  line  to  pick  up  some  one  member  out  there  unless  it  is  some  ex¬ 
tremely  unusual  circumstances. 

There  are  some  places  in  the  wide  open  parts  of,  we  will  say,  the 
"  est,  where  they  might  have  to  go  15  miles  to  meet  a  load,  a  farm  load 
or  a  ranch  load.  However,  in  the  cases  that  I  am  personally  familiar 
with,  those  are  pretty  well  on  a  self-supporting  basis. 

Senator  Holland.  The  REA  as  such  then  does  not  regard  it  as  its 
responsibility  to  determine  whether  or  not  the  particular  extension 
sought  to  be  financed  would  be  self-supporting  on  its  own  basis,  but 
legal ds  that  as  something  for  the  local  unit  to  determine.  And  your 
test  ls  whether  or  not  the  whole  security  of  the  system  is  adequate. 

Mr.  Hamil.  It  is  looked  at  from  both  aspects,  Mr.  Chairman. 

Senator  Holland.  Are  you  desirous  that  the  Rural  Electrification 
Administration  have  responsibility  to  see  whether  or  not  the  particular 
extension  is  an  economical  one  ? 

Mr.  Hamil.  Yes. 
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Senator  Holland.  What  do  you  regard  as  a  proper  conclusion  if 
you  find  that  the  local  single  extension  being  considered  is  not  eco¬ 
nomical  ? 

Mr.  Hamil.  Well,  you  are  getting  down  to  where  I  will  have  to 
cite  a  specific  case  for  you.  1  have  in  mind  a  case  where  the  place 
was  quite  remote.  The  proposed  borrower  was  in  a  good  enough 
financial  condition  from  its  other  operations  to  carry  this  particular 
extension  whose  guaranteed  minimums  were  going  to  be  reasonably 
high  to  l>egin  with.  We  granted  a  loan  to  those  people  even  though 
that  particular  portion  of  the  system  was  going  to  be  uneconomical, 
but  the  entire  unit,  Mr.  Chairman,  was  self-supporting.  If  we  were 
not  doing  that  we  would  never  have  accomplished  area  coverage. 

Senator  Holland.  You  regard  your  responsibility  as  adequately 
discharged  if  you  are  sure  that  the  security  offered  within  the  whole 
system  offers  you  a  safe  loan  ? 

Mr.  Hamil.  Yes. 

Senator  Holland.  In  its  earning  power? 

Mr.  Hamil.  And  its  earning  power  will  cover  it.  And  those  people 
who  are  requesting  service  are  eligible,  under  the  act,  and  are  unserved 
rural  people. 

Senator  Holland.  All  right.  The  first  point  is  one  that  has  caused 
concern  as  I  have  stated. 

The  second  point  is  this,  do  you  regard  it  as  appropriate  and  proper 
for  REA  to  serve  a  new  industry  coming  into  a  place  where  it  does 
have  a  connection  in  proximity  to  an  established  commercial  line 
simply  because  it  is  unserved,  even  though  considerable  extension  has 
to  be  made  to  get  to  it. 

Mr.  Hamil.  Well,  I  have  granted  loans  for  that  purpose,  Mr 
Chairman. 

Senator  Holland.  Give  us  an  instance  of  that  if  you  don’t  mind. 

Mr.  Hamil.  The  instance  of  the  loan  in  question  here  this  morning. 

Senator  Holland.  A  new  entity. 

Mr.  Hamil.  For  a  new  entity.  I  would  like  to  state  for  the 
record - 

Senator  Holland.  What  were  the  facts  there  if  they  were  different 
in  any  respect  in  your  understanding  from  those  stated  by  the  witness, 
Mr.  Whitmore? 

Mr.  Hamil.  I  would  cite  the  case  as  I  have  it  in  my  own  words. 
The  service  was  being  provided  in  that  particular  area  by  a  railroad 
■company.  It  was  25-cycle  energy;  25-cycle  energy,  to  most  people 
building  a  new  plant  today,  is  antiquated.  It  is  out  of  date.  Motors 
and  equipment  necessary  to  use  25-cycle  energy  are  like  the  horse 
and  buggy.  They  just  don’t  come  regularly  any  more. 

This  organization,  the  Lehigh  Sewer  Pipe  &  Clay  Co.  was  going 
to  build  a  new  plant  in  the  area.  They  wanted  to  use  60-cycle  en¬ 
gines,  and  applied  to  the  railroad  company  for  service  and  were  noti¬ 
fied  that  60-cycle  energy  was  unavailable. 

So  the  applicant  went  to  the  cooperative  and  the  cooperative  sur¬ 
veyed  the  situation  and  figured  that  they  could  provide  60-cycle 
energy  and  submitted  an  application  for  that  portion  of  the  loan 
necessary  to  transmit  energy  into  the  area.  And  the  loan  was  granted. 

The  present  company  in  the  area,  the  Iowa-Illinois  Gas  &  Electric 
Co.,  was  at  the  time  that  the  original  contractual  arrangements  were 
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discussed  not  even  the  owner  of  the  facilities,  the  distribution  facil¬ 
ities  in  the  area.  They  later  came  and  wanted  to  supply  the  load. 
The  cooperative  had  already  made  its  arrangements  for  providing 
power  in  the  area,  and  we  followed  through  with  our  loan  provision. 

Senator  Holland.  That  provision  was  a  loan  to  allow  what  con¬ 
struction  ? 

Mr.  ITamil,  It  allowed  the  construction  of  a  transmission  line  into 
the  area.  However,  I  think  that  there  are  other  places  being  served 
off  of  this  system  also.  In  other  words,  the  line  did  not  have  to  lie 
particularly  for  this  one  unit. 

Senator  Holland.  You  heard  Mr.  Whitmore’s  testimony  this  morn¬ 
ing,  did  you  ? 

Mr.  Hamil.  Yes,  I  heard  Mr.  Whitmore’s  testimony. 

Senator  Holland.  Is  there  any  part  of  it  which  you  think  was  not 
in  accord  with  the  facts  ? 

Mr.  Hamil.  The  only  part  that  I  would  say  was  that  at  the  time 
the  proposal  came  up,  his  company’s  predecesssor  was  supplying  25- 
cycle  energy  which  was  not  the  type  of  energy  that  this  organization 
wanted  in  their  new  plant.  Their  predecessor  indicated,  at  least, 
from  information  that  I  have,  they  didn’t  care  to  go  into  converters 
or  things  that  would  be  necessary  to  provide  60-cycle  energy. 

Senator  Holland.  Was  it  your  belief  in  granting  the  loan  that  the 
commercial  company  serving  that  precise  area  was  not  prepared  to 
or  willing  to  supply  the  service  that  the  customer  requested. 

Mr.  Hamil.  That  is  right. 

Senator  Holland.  If  he  had  been  ready  and  willing  to  supply  that 
precise  service,  your  decision  would  have  been  what  ? 

Mr.  Hamil.  It  might  have  been  different.  The  loan  was  granted 
upon  the  conditions  that  did  prevail,  not  what  might  have  been. 

Senator  Holland.  Let  us  take  a  hypothetical  case.  If  that  com¬ 
mercial  company  had  had  a  line  about  160  feet  from  the  new  plant, 
and  had  had  the  precise  kind  of  power  available  in  adequate  amount 
to  supply  the  customer  at  the  new  plant,  would  you  have  felt  that 
the  loan  should  be  granted  by  REA  for  constructing  a  line  20  miles 
long  to  reach  the  place  ? 

Mr.  Hamil.  I  think  you  have  answered  your  own  question,  Mr. 
Chairman.  I  don’t  believe  we  would  have  been  requested  to  have 
granted  a  loan,  had  those  other  circumstances  prevailed. 

Senator  Holland.  That  isn’t  the  question.  The  question  is  what, 
under  REA  policy,  would  you  have  regarded  as  your  duty  to  do,  to 
grant  or  to  refuse  the  loan  under  the  facts  that  I  have  stated  if  they 
had  existed  ? 

Mr.  Hamil.  Well,  each  one  must  be  looked  at  as  a  separate  case. 
Basically,  we  don’t  grant  loans  where  the  service  is  already  being 
supplied.  That  is  contrary  to  the  act. 

Senator  Holland.  This  isn’t  a  question  of  whether  service  is  already 
being  supplied.  This  is  a  question  where  service  is  available,  if  it  had 
been  available  160  feet  distant,  of  the  type  of  electricity  wanted  by 
the  customer  and  in  the  amount  adequate  to  service  him,  as  contrasted 
with  the  necessity  of  the  co-op  building  a  new  line  20  miles  long. 
What  would  your  decision  have  been  if  the  facts  had  been  as  I  have 
stated  them  in  my  hypothetical  question  ? 

Mr.  Hamil.  It  would  have  been  against  the  amount  of  money  to 
build  the  line.  J 
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Senator  Holland.  Against  granting  the  loan  ? 

Mr.  Hamil.  Yes. 

Senator  Holland.  I  think  that  begins  to  shape  up  a  policy.  I 
think  it  is  the  function  of  this  committee  to  find  out  what  the  policy 
of  the  REA  is,  and  if  your  policy  is  to  decline  to  grant  a  loan  under 
conditions  which  I  have  stated  to  a  new  commercial  plant  being 
built  within  160  feet  of  an  existing  transmission  line  of  a  commercial 
company,  if  that  company  had  the  type  of  power  in  adequate  amount 
to  render  the  required  service  as  contrasted  with  the  requirement  of 
building  a  20-mile  line  of  service  by  the  co-op.  Do  you  feel  that  the 
policy  would  have  been  to  deny  under  such  circumstances. 

Mr.  Hamil.  Yes. 

(This  matter  is  further  discussed  in  the  following  letter  dated 
Mar.  9,  1959,  from  Administrator  Hamil  to  Chairman  Holland.) 

U.S.  Department  of  Agriculture, 

Rural  Electrification  Administration, 

Washington,  D.G.,  March  9, 1959. 

Hon.  Spessard  L.  Holland, 

Chairman,  Subcommittee  on  Agricultural  Credit  and  Rural  Electrification, 
Committee  on  Agriculture  and  Forestry,  U.S.  Senate. 

Dear  Senator  Holland:  During  the  course  of  the  hearings  on  March  6,  1959, 
before  your  subcommittee  on  Senate  Resolution  21,  you  requested  that  we  submit 
data  bearing  upon  the  electric  service  furnished  by  Greene  County  Rural 
Electric  Cooperative  to  Lehigh  Sewer  Pipe  &  Tile  Co. 

There  are  attached  for  inclusion  at  appropriate  points  in  the  transcript  of 
the  hearings  a  resume  of  REA  actions  with  respect  to  approval  of  the  electric 
service  contract  between  Greene  County  and  Lehigh  and  a  statement  of  the  rates 
charged  for  this  service  by  Greene  County. 

In  reviewing  the  transcript  of  the  hearings  held  on  March  5  on  Senate  Reso¬ 
lution  21,  we  find  that  a  portion  of  the  record  which  deals  with  REA  loan  policy, 
when  read  out  of  contest  from  later  discussion  and  without  reference  to  the 
firm  position  taken  in  the  Department’s  August  7,  1958,  and  October  29,  1958, 
letters  to  the  Comptroller  General,  could  lead  to  a  misunderstanding  of  REA 
loan  policy. 

In  view  of  the  importance  of  obtaining  a  clear  understanding  of  this  matter, 
we  wish  to  clarify  and  reemphasize  the  policy  which  governs  REA  loan  actions. 
It  is  requested  that  this  letter  be  inserted  at  the  appropriate  point  in  the 
transcript  of  the  March  5  hearings. 

The  test  of  eligibility  for  a  loan  financing  the  rendering  of  electric  service 
is  found  in  the  specific  language  of  section  4  of  the  Rural  Electrification  Act  of 
1936  which  authorizes  loans  to  be  made  “for  the  furnishing  of  electric  energy 
to  persons  in  rural  areas  who  are  not  receiving  central  station  service.” 
[Emphasis  supplied.]  It  was  and  is  today  REA  policy  to  make  loans  to  serve 
all  persons  who  meet  this  test  without  regard  to  the  availability  of  service 
from  another  source.  The  disastrous  effects  upon  the  REA  program  of  apply¬ 
ing  the  tests  of  availability  of  service  advanced  in  the  Comptroller  General’s 
decisions  are  stated  in  full  in  the  Department’s  letter  of  August  7,  1958,  under 
the  caption  “Program  Effects  of  Imposition  of  ‘Availability’  Restriction,”  and 
in  the  “Analysis  of  Comptroller  General’s  Opinion  of  Otcober  15,  1958”  attached 
to  the  Department’s  letter  of  October  29, 1958. 

There  are  additional  tests  applied  to  loan  applications,  such  as  the  test  of 
feasibility,  the  ability  of  the  borrower  to  repay  the  loan  as  it  becomes  due  with 
interest.  These  tests  were  not  at  issue  in  the  Iowa  loan. 

During  the  course  of  my  testimony,  you  presented  a  hypothetical  case.  It 
involved  financing  the  construction  of  a  20-mile  line  to  serve  premises  located 
within  160  feet  of  another  existing  adequate  source  of  electric  service.  To 
eliminate  any  possibility  of  misunderstanding,  I  wish  to  state  that  if  the 
premises  referred  to  in  the  hypothetical  case  were  not  actually  receiving  service 
from  another  supplier,  these  premises  would  be  eligible  for  service  from  an 
REA-flnanced  line. 

Sincerely, 


David  A.  Hamil,  Administrator. 
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Senator  Holland.  I  think  that  begins  to  make  a  policy. 

Senator  Aiken.  I  would  like  to  ask  a  question.  On  this  20-mile  line 
to  serve  the  plant,  would  there  be  other  users  picked  up  on  the  way  ? 

Mr.  Hamil.  In  this  particular  case,  Senator,  this  is  a  transmission 
line  that  is  of  heavier  capacity  and  this  will  feed  electric  energy  down 
into  this  area  and  feed  it  back  halfway,  possibly,  to  provide  other 
service. 

Senator  Aiken.  It  was  a  main  transmission  line  ? 

Mr.  Hamil.  It  is  transmitting  higher  power  energy  than  is  neces¬ 
sary  for  normal  use. 

Senator  Aiken.  What  I  was  going  to  ask  was  this,  would  furnish¬ 
ing  the  amount  of  electricity  that  would  be  used  by  the  plant  make  it 
possible  to  serve  50  or  75  other  potential  users,  who  perhaps  would  not 
have  been  served  otherwise  ? 

Mr.  Hamil.  It  might  have  been,  but  in  this  particular  case  I  doubt 
if  there  were  that  many  unserved  places  in  this  part  of  Iowa  at  that 
particular  time.  However,  REA's  studies  show  that  you  do  not  build 
a  powerline  to  meet  requirements  for  1  year.  You  had  better  be  look¬ 
ing  ahead  4  or  5  or  10  years  because  if  you  don’t  you  will  waste  a  lot 
of  somebody’s  money  in  rebuilding  facilities  every  year  or  two. 

Senator  Aiken.  I  was  thinking  back  to  the  early  days  when  the 
REA  was  getting  started,  and  perhaps  would  be  undertaking  to  serve, 
say,  75  light  users  but  who  needed  it  nevertheless  and  perhaps  2  or  3 
large  users  would  increase  the  total  volume,  so  that  it  would  be  pos¬ 
sible  to  serve  all  of  them. 

I  recall  cases  where  companies  have  shot  the  line  in  and  picked  up 
the  two  or  three  big  users,  making  it  virtually  prohibitive  to  serve 
the  others.  I  was  just  trying  to  make  sure  what  this  case  was ;  I  think 
1  understand  it  now. 

Mr.  Hamil.  At  the  present  time  the  State  of  Iowa  is  reasonably  well 
covered.  There  are  changes  occurring  all  of  the  time.  In  building 
rural  utilities  as  well  as  other  types  of  utilities,  lines  must  be  heavied 
up  to  take  care  of  conditions  as  they  change. 

Senator  Aiken.  Anyway,  the  purpose  of  Senate  Resolution  21  is  not, 
Mr.  Chairman,  to  determine  whether  the  REA  did  right  or  wrong  or 
would  have  done  right  or  wrong  in  this  case.  Senate  Resolution  21  is 
to  block  an  erroneous  interpretation  of  the  intent  of  Congress  for  the 
REA  program  as  a  whole. 

I  know  nothing  about  this  individual  case. 

Senator  Holland.  So  far  as  the  chairman  of  the  subcommittee  is 
concerned  he  is  satisfied  with  the  statement  of  the  Administrator  which 
he  understands  to  be,  that  the  justification  for  the  granting  of  the  loan 
in  this  case  was  based  upon  the  lack  of  the  kind  of  service  required  of 
the  commercial  company,  it  being,  you  might  say,  adjoining  within  160 
feet  of  the  new  plant  and  the  other,  the  co-op  line,  being  so  far  away 
it  required  a  20-mile  transmission  line,  but  having  the  kind  of  service 
that  was  required  and  in  an  adequate  amount.  That  is  a  basis  for  the 
decision  which  I  can  understand.  I  understand  that  the  Administrator 
has  testified  or  meant  to  testify  that  but  for  the  fact  that  the  commercial 
company  did  not  have  the  type  of  power  required,  1  mean  in  the  amount 
required,  he  would  not  have  approved  the  loan,  regarding  that  as  not 
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That  makes  sense  to  me.  I  don't  know  whether  it  does  to  anybody 
else.  We  have  to  apply  these  things,  it  seems  to  me,  case  by  case, 
but  you  have  got  to  have  a  policy.  1  don’t  want  to  approve  some¬ 
thing  in  blank  unless  I  know  what  kind  of  policy  I  am  approving. 
I  can  approve  that  type  of  policy. 

Senator  Talma dge. 

Senator  Talmadge.  Mr.  Chairman,  and  Mr.  Hamil,  I  regret  I  didn’t 
get  here  earlier  for  your  direct  testimony.  Unfortunately,  I  have  two 
committee  meetings  today  simultaneously.  It  is  difficult  to  be  in  two 
different  places  at  the  same  time. 

Because  of  that  fact  I  might  go  into  some  testimony  that  you  have 
already  given.  Particularly,  some  that  Mr.  Whitmore  gave  this 
morning  and  that  I  did  not  hear.  I  want  to  see  if  I  can  get  this  thing 
clearly  fixed  in  mind. 

As  I  understand  it,  the  Comptroller  General  objected  to  a  certain 
loan  involving  the  Central  Iowa  Power  Cooperative,  in  Cedar  Rapids, 
Iowa. 

Mr.  Hamil.  Yes. 

Senator  Talmadge.  Your  position  and  the  position  of  Secretary 
Benson  was  in  favor  of  that  particular  loan. 

Mr.  Hamil.  Y  es. 

Senator  Talmadge.  That  is  the  point  the  distinguished  chairman 
has  been  asking  about.  The  one  involving  the  construction  of  a  power¬ 
line  to  serve  primarily  an  industry  20  miles  from  your  nearest  line. 

Mr.  Hamil.  Can  I  correct  that  ? 

Senator  Talmadge.  Please  do. 

Mr.  Hamil.  The  cooperative  had  a  line  already  in  the  area  but  it 
is  of  insufficient  capacity  to  provide  the  loads  needed.  They  were 
serving  the  residence  of  one  of  the  employees  of  the  Lehigh  Sewer  Pipe 
&  Clay  Co.  in  the  immediate  vicinity  of  the  plant  but  it  was  of  insuf¬ 
ficient  capacity,  Senator  Talamadge,  to  provide  the  capacity  needed 
by  the  clay  plant. 

Senator  Talmadge.  That  is  the  REA  line  that  you  are  referring  to  ? 

Mr.  Hamil.  Yes,  the  Greene  County  Electric  Cooperative. 

Senator  Talmadge.  Was  there  any  other  powerline  in  that  area? 

Mr.  Hamil.  Yes,  there  was. 

Senator  Talmadge.  That  was  available. 

Mr.  Hamil.  Yes,  there  was,  through  lines  of  the  Fort  Dodge  and 
Des  Moines  &  Southern  Railroad  Co.,  who  were  offering  25-cycle 
energy  at  that  time  and  was  the  predecessor  of  the  organization  now 
having  those  facilities,  the  Iowa-Ill inois  Gas  &  Electric  Co. 

Senator  Talmadge.  So  the  industry  found  it  was  without  electrical 
power  from  either  source,  either  the  REA  cooperative  or  the  other? 

Mr.  Hamil.  They  were  going  to  construct  a  new  plant  in  that 
vicinity.  The  then  supplier  of  their  old  plant  was  furnishing  them 
with  25-cycle  energy  which,  in  their  opinion,  was  not  the  type  that 
they  wanted  for  their  new  plant. 

Senator  Talmadge.  And  that  particular  supplier  failed  and  refused 
to  make  available  the  type  of  electrical  energy  they  desired. 

Mr.  Hamil.  I  understand  that  to  be  true. 

Senator  Talmadge.  At  which  point  the  REA  cooperative  decided 
to  furnish  adequate  power  and  filed  their  petition  for  a  loan,  is  that 
correct  ? 
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Mr.  Hamil.  They  did  apply  to  REA  for  a  loan  to  build  this  trans¬ 
mission  line  into  the  system,  into  this  area,  which  loan  was  granted. 

Senator  Talmadge.  You  and  Secretary  Benson  approved  the  loan 
and  the  Comptroller  General  disapproved  the  loan. 

Mr.  Hamil.  Well,  the  REA  Administrator  approved  the  loan. 
After  that  was  done,  the  Comptroller  General  at  a  later  date  in  his 
opinion  stated  that  lie  thought  we  had  acted  contrary  to  the  act. 
Our  attorneys  for  the  Department  of  Agriculture  went  into  it.  We 
submitted  our  position  and  that  position  was  later  partially  sustained, 
at  least,  by  a  return  letter  from  the  Comptroller  General,  and  he  at 
that  time,  if  my  interpretation  is  correct,  was  going  to  refer  the  matter 
to  the  Congress.  I  think  that  that  brought  on  Senator  Aiken’s  and 
others’  resolution  here  which,  in  my  opinion,  if  adopted,  is  a  statement 
of  the  expression  of  the  opinion  of  the  Congress. 

Senator  Talmadge.  I  appreciate  that.  «I  am  beginning  to  get  this 
more  in  perspective  now. 

I  heard  your  answer  to  the  questions  of  the  distinguished  chairman. 
Is  it  the  policy  of  the  REA  Administrator  not  to  make  loans  where 
adequate  power  facilities  are  already  available  to  serve  the  public? 

Mr.  Hamil.  That  is  true. 

Senator  Talmadge.  Is  that  in  the  REA  Act  also  ? 

Mr.  Hamil.  The  REA  Act,  Senator  Talmadge,  says  that  we  make 
loans  for  serving  persons  in  unserved  rural  areas. 

Senator  Talmadge.  By  “unserved”  do  you  construe  that  to  mean 
that  there  is  no  power  available  for  the  purchasers  in  that  area? 

Mr.  Hamil.  You  have  asked  me  a  point  blank  question,  Senator, 
that  I  will  have  to  qualify  the  answer  to. 

Senator  Talmadge.  Answer  it  any  way  you  like. 

Mr.  IIamil.  I  will  have  to  qualify  my  answer  to  say  that  if  these 
people  are  served,  then  REA  borrowers  would  not  be  qualified  to  go  in 
there  and  offer  service  to  them.  If  it  is  an  unserved  person  in  a  rural 
area  and  the  borrower  from  REA  does  apply  for  a  loan,  to  serve  an 
unserved  party,  he  is  eligible. 

Senator  Talmadge.  But  if  the  area  is  served  the  application  of  the 
loan  would  be  denied. 

Mr.  Hamil.  Yes,  if  he  is  served — I  am  trying  to  get  that  straight. 
Each  one  is  on  an  individual  case  basis.  In  some  cases  if  you  have  an 
adverse  State  commission  decision,  you  might  have  to  deny  it.  But 
sometimes - 

Senator  Talmadge.  So  that  as  to  F ederal  policy  and  law,  without 
regard  to  a  particular  utility,  or  subject.  Your  policy  is  to  disap¬ 
prove  applications  of  loans  in  areas  that  are  presently  being  served 
by  others  for  electrical  energy,  is  that  correct  ? 

Mr.  Hamil.  To  persons — unserved  persons  in  the  area. 

Senator  Talmadge.  Suppose  you  had,  as  is  the  case  in  most  rural 
areas,  at  least,  it  was  several  years  ago — fortunately  we  have  REA’s 
in  most  rural  areas  now — some  area  that  was  partially  served  and,  in 
the  same  general  area,  another  area  not  served,  what  would  the  policy 
be? 

Mr.  Hamil.  We  would  make  the  loan. 

Senator  Talmadge.  Do  you  make  loans  to  cover  the  area  not  being 
served,  and  also  the  area  being  served — which  would  it  lie? 
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Mr.  Hamil.  It  would  be  the  person.  We  are  not  making  loans 
for  areas.  We  are  making  loans  for  persons,  people,  or  corporations, 
and  those  are  all  defined  in  the  act  which  tells  you  wliat  a  “person”  is. 
It  is  quite  plain. 

Senator  Talmadge.  Then  it  would  be  the  prerogative  of  whomever 
you  made  the  loan  to,  to  determine  whether  they  went  into  serve  the 
unserved  area,  is  that  correct  ? 

Mr.  Hamil.  Tho  unserved  area  has  nothing  to  do  with  it.  It  is  the 
unserved  individual  or  the  corporation.  They  are  eligible  under  the 
act,  Senator  Talmadge.  That  is  the  interpretation  that  has  been 
placed  on  the  act  for  some  23  years. 

Senator  Talmadge.  You  would  not - 

Mr.  Hamil.  It  is  the  person,  not  the  area. 

Senator  Talmadge.  You  would  not  make  loans  to  individuals  to 
serve  the  city  of  Yew  York  ? 

Mr.  Hamil.  Not  in  the  city  of  New  York,  because  that  is  a  little 
larger  than  1,500,  and  it  is  already  served. 

Senator  Talmadge.  That  is  what  I  am  trying  to  find  out,  the  policy 
as  to  the  served  area.  Again,  I  cannot  get  that  clear. 

Mr.  Hamil.  New  York  City  has  corporate  boundaries. 

Senator  Talmadge.  Yes,  sir. 

Mr.  Hamil.  That  is  right.  We  have  no  loan  jurisdiction  within 
the  city  of  New  York. 

Senator  Talmadge.  In  other  words,  all  of  the  loans  must  be  made 
in  unincorporated  areas? 

Mr.  IIamil.  Not  larger  than  1,500. 

Senator  Talmadge.  1,500  or  less? 

Mr.  Hamil.  1,500  or  less. 

Senator  Talmadge.  That  begins  to  clarify  it  somewhat. 

I  will  ask  you  another  question  or  two  about  the  matter  that  you 
and  Senator  Holland  discussed.  Was  the  loan  under  question  made 
for  the  specific  purpose  of  building  a  line  to  serve  a  particular  in¬ 
dustry  that  did  not  have  adequate  power,  or  was  it  to  extend  the 
lines  in  the  general  unserved  area? 

Mr.  Hamil.  It  was  made,  if  my  interpretation  of  it  is  right,  to 
serve  this  load  and  possibly  other  people  who  may  come  under  the 
line  and  to  add  capacity  in  the  area  in  which  this  cooperative  was 
serving. 

Senator  Talmadge.  Let  me  give  you  a  hypothetical  question.  Hy¬ 
pothetical  questions  are  sometimes  difficult  and  not  always  easy  to 
answer. 

Suppose  the  Atomic  Energy  Commission,  American  Aluminum  Co., 
or  some  other  giant  user  of  power  decided  to  build  a  plant  in  some 
remote  area,  in  Georgia.  Suppose  also  that  there  was  a  powerline  10 
miles  from  there  but  at  no  other  points. 

If  an  application  were  made  to  you  to  extend  an  REA  line  there, 
would  you  grant  it  ? 

Mr.  Hamil.  It  is  unserved  ? 

Senator  Talmadge.  Yes,  sir. 

Mr.  Hamil.  Yes,  sir. 

Senator  Talmadge.  Suppose  at  the  same  time  some  other  public 
utility  wanted  to  extend  that  same  line,  what  would  the  policy  of  the 
REA  Administrator  be  ? 
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Mr.  Hamil.  Well,  the  policy  of  the  Administrator  in  the  case  of  that 
kind  would  be  to  weigh  the  facts  in  the  case,  Senator.  If  the  borrower 
from  REA  had  helped  to  develop  the  load  and  this  was  in  a  territory 
in  which  he  had  service  potential,  we  would  weigh  the  circumstances, 
and  if  it  looked  favorable  from  all  aspects  we  probably  would  grant 
the  loan. 

Right  here,  I  would  like  to  put  this  into  the  record,  so  that  everybody 
in  the  country  understands  it.  We  have  competitive  aspects  between 
the  borrowers  from  REA  and  other  types  of  suppliers  all  over  the 
country.  And  if  we  think  we  have  seen  anything  in  the  first  23  yeai'S, 
just  wait  until  the  next  23. 

Senator  Talmadge.  That  is  the  point  I  am  trying  to  clear  up  now. 
Where  is  this  area  of  competition,  if  any,  between  the  rural  electrifica¬ 
tion  cooperatives  and  other  public  utilities?  Your  sole  criteria,  as 
I  understand  it,  is  whether  or  not  the  area  needs  electrical  power  and 
whether  they  can  repay  the  loan. 

Mr.  Hamil.  That  is  correct. 

Senator  Talmadge.  You  have  no  desire  to  compete  with  any  public 
utility  to  be  first  in  the  particular  area  or  to  be  foremost  in  the  par¬ 
ticular  area  to  provide  power. 

Mr.  Hamil.  We  do  not,  Senator,  as  a  lending  agency  of  the  Federal 
Government.  However,  at  the  local  level,  to  say  there  would  not  be 
some  competitive  aspects,  would  not  be  looking  at  the  whole  matter  of 
electrifying  the  country  and  maintaining  stability  in  your  organiza¬ 
tion. 

Borrowers  from  REA  did  go  into  sparsely  settled  areas,  provided 
the  service  that  prior  to  that  time  most  areas  were  not  receiving.  When 
a  little  opportunity  for  betterment  comes  along,  do  you  think  they,  as 
American  citizens,  should  step  aside?  They  don’t  do  it.  That  is  the 
way  it  is.  There  is  no  use  of  thinking  they  will  step  out  and  give  up 
when  somebody  else  wants  to  come  in. 

I  developed  a  good  business  of  my  own  at  home.  Do  you  think 
I  will  step  aside  because  somebody  else  doesn’t  like  what  I  am  doing  ? 
Are  you  going  to  step  out  of  your  business  in  Georgia  because  some¬ 
body  else  does  not  like  it  ?  Y ou  will  not  do  it. 

It  is  developing  a  competitive  aspect,  and  it  probably,  will  continue. 
In  my  opinion,  it  is  good  for  both  cooperatives  and  other  suppliers  of 
energy. 

Senator  Talmadge.  It  makes  more  power  available  in  the  area. 

Mr.  Hamil.  Yes. 

Senator  Talmadge.  Getting  back  to  that  same  point,  I  thought 
Senator  Aiken  described  it  very  well  this  morning  when  he  started  off 
with  the  skim-milk  theory,  then  as  more  people  settled  in  a  particular 
area,  demand  for  electrical  power  becomes  greater  and  becomes  more 
desirable,  from  both  standpoints.  I  )o  you  see  any  necessity  of  passing  a 
resolution,  Senate  Resolution  21,  to  cover  the  validity  of  all  previous 
loans  that  have  been  made  by  the  REA,  in  view  of  the  Comptroller 
General's  decision — I  believe  it  is  listed  as  B-134138. 

Mr.  Hamil.  Senator,  I  believe  that  the  second  letter  that  came  back 
to  the  Department  of  Agriculture  from  the  Office  of  the  Comptroller 
General  indicated  that  a  statement  of  policy  from  the  Congress  might 
be  a  guideline.  Therefore,  a  resolution  from  the  Congress  would  be 
an  expression  of  approval  or  disapproval  of  jiolicies. 
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I  don’t  think  we  have  made  any  illegal  loans.  If  I  felt  we  had  been 
making  illegal  loans,  we  have  been  getting  the  wrong  legal  advice. 
I  don't  think  we  have  been.  I  think  our  legal  advice  has  been  good, 
and  I  think  that  our  loans  have  been  under  the  act. 

Until  there  is  indication  from  the  Congress  that  we  are  not  lending 
the  money  for  the  purposes  for  which  they  make  it  available  to  us,  we 
will  continue  to  follow  the  same  policy. 

Senator  Talmadge.  I  thank  the  witness.  Those  are  all  of  the  ques¬ 
tions  I  have.  I  beg  to  be  excused,  because  there  is  a  witness  from 
Georgia  appearing  before  the  Finance  Committee,  of  which  I  am  also 
a  member,  and  I  am  finding  it  difficult  to  be  in  both  places. 

Senator  Holland.  We  are  reluctant  to  have  you  leave. 

Senator  Williams  ? 

Senator  Williams.  I  did  have  some  questions,  but  they  have  all  been 
answered. 

Senator  Holland.  Let  me  go  back  to  this  a  minute,  if  I  may,  on  the 
question  of  preexisting  prior  loans.  It  seems  to  me  that  the  committee, 
when  it  gets  down  to  examining  this  resolution,  is  going  to  want  to 
know  very  definitely  whether  or  not  there  is  any  real  need  for  the  Sen¬ 
ate  resolution,  or  a  statement  from  the  Senate,  as  to  any  question  af¬ 
fecting  the  legality  either  of  former  loans  that  have  been  completely 
paid  out,  or  former  loans  which  are  in  process  of  being  paid  out. 

My  experience  is  that  loans  are  granted  and  that  they  are  paid  out 
as  certain  parts  of  the  construction  goes  ahead.  That  is  true,  isn’t  it? 

Mr.  Scott.  Yes. 

Senator  Holland.  So  my  question  at  this  time  is — and  I  address  it 
to  both  Mr.  Hamil  and  Mr.  Scott,  and  let  them  both  answer  it  in  turn 
if  they  will — whether,  in  their  judgment,  there  is  a  question  of  any 
seriousness  relative  to  the  prior  loans  which  have  been  fully  paid, 
money  all  advanced,  and,  also,  as  to  prior  loans  made  but  are  not  now 
paid  out  in  whole  or  in  part. 

Mr.  Scott.  Mr.  Chairman,  when  this  first  opinion  came — and,  as  a 
matter  of  fact,  when  we  received  the  second  opinion,  there  was  grave 
concern  in  the  Secretary’s  Office  about  the  possible  effect  of  that  upon 
not  only  the  future  loan  policy  of  REA,  but  also  on  the  loans  that 
had  been  made,  and  those  on  which  there  was  yet  to  be  funds  advanced. 

We  felt,  and  do  now,  that  the  matter,  by  all  means,  needs  to  be 
cleared  up  in  some  manner,  either  by  a  further  action  or  opinion  by 
the  Comptroller  General  completely  concurring  with  the  Depart¬ 
ment's  viewpoint,  or  some  other  action  such  as  this  resolution  to 
clarify  the  intention  of  the  Congress.  We  think  it  is  a  serious  matter 
to  have  the  question  raised. 

Senator  Holland.  The  Congress  does  not  control  opinions  of  the 
Comptroller  General.  If  he  was  a  controllable  person  we  would 
have  a  very  poor  Comptroller  General.  But  the  Congress,  the  two 
Houses  together,  can  give  expression  to  what  they  regard  as  the  proper 
congressional  intent  in  the  enactment,  preservation,  and  support  by 
appropriations  of  an  agency. 

As  I  see  it,  there  are  two  different  questions  involved  here.  One  is 
the  question  we  are  talking  about  now,  the  question  of  any  problem 
of  the  stability  of  the  REA  now  existing,  because  of  the  former  loans 
or  because  of  loans  now  granted  but  still  undisbursed  in  whole  or  in 
part. 
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The  other — and  the  Senator  from  Vermont  is  here  and  I  see  he  is 
following  me  very  closely  in  what  I  am  stating — the  other  question, 
it  seems  to  me,  is  more  clearly  stating,  if  that  can  be  done,  the  policy 
of  Congress  in  this  field  so  that  the  statement  will  be  available  for  the 
guidance  of  the  Administrator  and  the  borrowers,  the  general  public, 
the  power  companies  and  the  courts,  as  to  the  policy  that  should  be 
followed  in  the  future  in  consideration  of  future  applications.  Let 
me  stop  right  there. 

Do  you,  Senator  Aiken,  regard  both  of  those  questions  as  being- 
proper  questions  coming  up  under  this  ? 

Senator  Aiken.  I  would  answer  the  first  part  “Yes,”  with  regard 
to  the  past  loans.  As  to  the  policy  on  future  loans,  I  think  that  should 
take  the  form  of  direct  legislative  proposals,  because  you  cannot  say 
that  it  was  the  intent  of  the  Congress  in  1935 — was  that  it? 

Mr.  Hamil.  1936. 

Senator  Aiken.  That  it  was  set  until  1958  and  from  then  on  it 
becomes  something  else. 

I  think  it  would  have  to  go  through  the  regular  channels  of  legisla¬ 
tion  in  order  to  modify  the  intent  of  Congress. 

There  is  something  more  that  could  probably  be  made  a  little 
clearer  for  Mr.  Hamil  and  his  staff.  I  noticed  that  Mr.  Mynatt,  his 
counsel,  is  with  him,  and  there  are  two  or  three  questions  that  ought 
to  be  answered  to  make  the  testimony,  I  think,  complete  and  accurate. 

I  don’t  know  anything  about  the  Iowa  case,  but  I  do  believe  the  law 
provides  that  REA  shall  serve  “persons  not  receiving  central  station 
service.” 

When  you  received  the  application  from  the  Lehiffh  Sewer  Pipe  & 
Tile  Co. — is  that  it? 

Mr.  Hamil.  Yes. 

Senator  Aiken.  When  you  received  an  application  from  this  com- 
pany,  did  you  regard  that  application  as  coming  from  an  area  or  a 
person?  There  is  where  the  difference  between  you  and  the  Comp¬ 
troller  General  comes  in. 

Mr.  Hamil.  REA  didn’t  receive  anything  from  Lehigh. 

Senator  Aiken.  Who  made  the  application  ? 

Mr.  Hamil.  We  received  the  application  from  Central  Iowa  Elec¬ 
tric  Power  Cooperative  who  serve  a  number  of  cooperatives  in  that 
area,  including  the  Greene  County  Cooperative. 

Senator  Aiken.  But  did  you  regard  the  Lehigh  Pipe  &  Tile  Co. 
as  being  a  person  or  an  area  ? 

Would  you  mind  if  Mr.  Mynatt  answers  that?  I  assume  that  he 
had  to  go  over  the  application. 

STATEMENT  OF  EDWARD  F.  MYNATT,  ASSISTANT  GENERAL 
COUNSEL,  U.S.  DEPARTMENT  OF  AGRICULTURE 

Mr.  Mynatt.  My  name  is  Edward  F.  Mynatt,  Assistant  General 
Counsel,  Department  of  Agriculture. 

Mr.  Chairman,  and  Senator  Aiken,  there  are  two  questions  in¬ 
volved.  The  first  is  the  Iowa  loan. 

Senator  Holland.  What? 

Mr.  Mynatt.  The  Iowa  loan,  as  to  whether  that  was  a  valid  loan, 
the  loan  we  have  been  talking  about  this  morning.  Our  standard  for 
determining  whether  a  loan  is  legal  is  this :  Our  act  provides  for  the 
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making  of  loans  to  persons  in  rural  areas  not  receiving  central  station 
service. 

“Rural  areas”  is  defined  as  those  outside  of  towns  and  cities  of  1,500 
or  more  population.  The  phrase  “persons  not  receiving  central  sta¬ 
tion  service”  grows  out  of  the  old  Delco  units,  of  which  some  were  in 
use  at  that  time.  Persons  using  those  Delco  units  were  made  eligible 
because  Delco  service  was  not  considered  central  station  service. 

The  $120,000  involved  here  was  a  small  part  of  a  $11  million  loan, 
as  I  recall.  This  was  made  to  a  federated  generation  and  transmis¬ 
sion  cooperative.  One  hundred  and  twenty  thousand  dollars  was  set 
aside  to  furnish  this  transmission  line,  the  so-called  Lehigh  tap,  to 
serve  this  industrial  load. 

Again  I  am  speaking  as  to  the  law. 

Senator  Holland.  You  had  implied  that  this  loan  was  from  the 
proper  borrower  and  for  a  proper  purpose  and  in  proper  amount — 
you  had  decided  that. 

Mr.  Mynatt.  It  was  returned  at  one  time.  This  contract  had  been 
returned  because  we  had  some  questions  about  it.  And  it  was  resub¬ 
mitted  with  additional  data.  And  we  cite  seven  reasons  on  page  14 
of  our  first  submission  to  the  Comptroller  General  for  determining 
that  this  was  an  unserved  person. 

Senator  Aiken.  A  person  ? 

Mr.  Mynatt.  Yes,  sir. 

Senator  Aiken.  Not  an  area? 

Mr.  Mynatt.  Let  me  say  this :  I  don’t  think  we  would  be  here  to¬ 
day,  nor  would  Senator  Aiken  and  the  gentlemen  who  have  intro¬ 
duced  this  resolution  if  it  had  not  been  for  this  statement  of  the 
Comptroller  General’s  about  unserved  areas. 

Here  is  the  reason  for  the  resolution.  It  appears  on  page  7  of  the 
Comptroller  General’s  original  decision. 

It  is  clear  from  the  above-quoted  statements  that  the  purpose  of  the  centra] 
station  service  limitation  was  to  exclude  loans  for  the  paralleling  of  existing 
systems  or  creating  competition  with  existing  facilities  by  prohibiting  the  use 
of  loan  funds  for  construction  of  transmission  lines  and  substations  to  furnish 
power  to  an  area  already  served  by  private  power  companies  when  such  com¬ 
panies  are  willing  to  provide  adequate  central  station  service  to  persons  within 
the  area  who  are  not  tied  to  the  powerline. 

Mr.  Chairman,  right  here  in  this  committee  in  1936  with  Senator 
Norris  providing  the  leadership  the  bill  was  changed.  The  original 
draft  of  the  bill  in  this  very  committee  provided  for  an  area  limita¬ 
tion  but  the  bill  as  enacted  provided  only  an  unserved  person 
limitation.  And  the  bill  was  reported  out  of  this  committee  and  was 
enacted  for  the  purpose  of  making  loans  to  persons  in  rural  areas, 
not  receiving  central  station  service. 

F rom  the  very  time  that  the  act  was  passed  our  criterion  has  been, 
is  this  person  receiving  central  station  service?  If  lie  is  not,  a  loan 
may  be  legally  made.  Of  course,  there  are,  as  the  Administrator  and 
Mr.  Scott  pointed  out,  administrative  determinations.  But  our  rea¬ 
sons  for  feeling  that  the  Comptroller  General  set  a  completely  new 
standard,  and  I  submit  it  does,  is  because  loans  are  not  made  for 
areas  but  for  persons.  If  a  power  company  is  in  an  area  and  there  is 
power  available,  then  we  cannot  make  loans,  they  said.  We  objected 
to  that.  They  came  back  again  and  they  changed  it  just  a  little 
bit.  Others  may  have  another  view,  but  on  October  15  when  they 
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came  back  again  they  changed  their  concept  to  attempt  to  define  or 
redefine  “unserved  person.”  They  left  out  area  limitations. 

Then  they  said,  “Now  a  served  person  may  be  a  person  that  still 
isn’t  getting  electricity  if  he  is  alongside,  on  adjacent,  within  a  rea¬ 
sonable  distance,  or  if  no  extension  of  the  line  is  required.”  You 
see  it  in  all  of  those  terms. 

What  would  be  “a  reasonable  distance”  in  Wyoming  I  don’t  think 
would  be  in  New  Jersey,  necessarily. 

What  is  “adjacent”?  Or  “alongside  of  a  powerline”  is  quite 
indefinite. 

New  standards  have  been  applied.  Let  me  say  conservatively 
90  percent  of  the  loans  that  have  been  made  in  the  past,  or  I  think, 
of  those  that  will  be  made  in  the  future,  would  violate  the  area  con¬ 
cept,  and  it  would  be  almost  impossible  for  the  Administrator  to 
determine  whether  a  man  was  alongside,  adjacent,  within  a  reasonable 
distance  of  a  powerline. 

We  have  a  criterion  which  Congress  established.  It  was  debated 
on  the  floor  and  made  abundantly  clear  by  Senator  Norris  and  Mr. 
Rayburn,  and  Senator  McNary. 

Here’s  the  competition  we  were  not  permitted  to  engage  in.  We 
could  not  make  a  loan  to  serve  a  person  already  receiving  central 
station  service.  That  is  the  reason  for  the  Department’s  feeling  at 
the  time  this  came  up. 

Senator  Holland.  Let  me  ask  you  a  question.  I  may  not  have  it 
clearly  but  did  this  customer  already  have  a  plant  at  this  site? 

Mr.  Mynatt.  Yes. 

Senator  Holland.  Was  he  being  served  by  the  utility  company? 

Mr.  Mynatt.  He  was  being  served  by  the  predecessor  of  this  utility 
company. 

Senator  Holland.  By  this  utility  company? 

Mr.  Mynatt.  By  a  predecessor,  a  railroad  company. 

Senator  Holland.  This  was  a  railroad  company  that  had  this  cus¬ 
tomer  to  serve  and  was  serving  as  a  public  utility. 

Mr.  Mynatt.  That  is  right. 

Senator  Holland.  A  server  of  power  ? 

Mr.  Mynatt.  Yes. 

Senator  Holland.  Let  me  develop  this  just  a  minute.  Then  I  will 
be  glad  to  yield. 

As  I  understand  it,  from  just  a  quick  reading  of  Mr.  Whitmore’s 
position,  the  customer  then  decided  to  build  a  larger  plant,  a  new 
plant,  adjoining,  but  not  replacing  the  other,  not  on  the  same  site 
but  a  short  distance  away,  is  that  correct? 

Mr.  Mynatt.  Yes,  sir. 

Senator  HolLxInd.  And  the  question  was  whether  or  not  that  new 
plant  was  entitled  to  he  served  by  this  co-op  under  REA  policy  by  the 
extension  of  the  20-mile  transmission  line  to  supply  that  energy  to  that 
new  plant  belonging,  however,  to  the  same  customer.  That  was  the 
question,  wasn’t  it? 

Mr.  Mynatt.  That  is  right. 

Senator  Holland.  All  right.  Really  then,  does  not  the  thing  hinge 
on  the  matter  that  Mr.  Hamil  has  already  testified  about;  namely, 
that  the  existing  utility  was  not  able  to  supply  to  that  new  plant  the 
type  of  power  that  it  wanted  and  needed  ?  Must  it  not  stand  on  that 


RURAL  ELECTRIFICATION  LOANS  93 

ground  because  after  all  it  is  the  same  customer,  isn’t  it?  Is  it  the 
same  customer  ? 

Mr.  Mynatt.  It  is  the  same  customer. 

Senator  Holland.  At  approximately  the  same  site  ? 

Mr.  Mynatt.  But  we  do  not  think  that  common  ownership,  or  the 
fact  of  160  feet  would  necessarily  mean  that  it  was  the  same  customer 
receiving  service  at  this  new  plant.  It  is  the  same  organization  that 
owns  both  plants. 

Senator  Holland.  You  mean  you  think  that  if  a  man  who  has  a 
supplying  line  that  is  160  feet  away  is  building  a  new  plant  that  he  is 
not  the  same  customer. 

Mr.  Mynatt.  I  question  if  he  had  a  household  separated  from  him, 
that  he  was  renting  or  had  a  member  of  the  family  in,  that  it  might 
necessarily  be  the  same  customer. 

Senator  Holland.  I  thought  you  had  a  splendidly  good  case  of 
policy  from  the  testimony  of  Mr.  Hamil,  but  I  am  beginning  to  doubt 
it  if  your  testimony  is  correct,  because  you  are  laying  no  emphasis  at 
all  upon  the  inability  of  the  existing  utility  to  render  to  the  new  plant 
160  feet  away  the  type  of  electrical  energy  that  it  required. 

Mr.  Mynatt.  It  is  only  one  of  the  considerations  that  was  taken 
into  account  in  determining  that  this  was  an  unserved  person  ;  yes. 

Senator  Holland.  All  right.  Now  I  can  begin  to  follow  you  on  that. 
It  was  not  the  same  kind  of  policy.  At  that  close  range,  the  same 
ownership,  the  same  company,  the  same  type  of  business,  I  think  you 
would  have  to  make  a  very  tenuous  interpretation  of  the  law  to  say 
that  it  is  a  different  unserved  customer.  I  would  not  agree  with  you. 

Mr.  Mynatt.  There  are  a  number  of  factors,  and  that  was  one  of  the 
controlling  factors. 

Senator  Holland.  You  have  not  mentioned  that.  That  was  the 
controlling  factor,  was  it? 

Air.  Mynatt.  Well,  yes;  I  think  it  was  one. 

Senator  Holland.  All  right.  Let  us  let  it  stand  on  that. 

Senator  Aiken.  My  second  question  was  this:  Was  the  tile  com¬ 
pany  actually  getting  central  station  service  ? 

Mr.  Mynatt.  Not  for  60-cycle  equipment;  that  is  the  point. 

Senator  Holland.  It  comes  back  to  that. 

Mr.  Mynatt.  That  is  the  point  that  the  Administrator  made. 

Senator  Holland.  It  was  getting  it  at  25  cycles  ? 

Mr.  Mynatt.  Yes. 

Senator  Holland.  No  question  about  being  the  same  one,  attached 
to  the  public  utility  company  and  getting  25-cycle  service  and  had 
been  for  some  time? 

Mr.  Mynatt.  Yes. 

Senator  Holland.  The  basis  of  the  decision,  really,  is  that  they 
didn’t  want  this  same  type  of  service,  could  not  operate  with  that 
same  type  of  service,  and  Mr.  Hamil  testified  that  the  public  utility 
would  not  furnish  the  type  of  service  they  needed;  is  that  correct? 

Mr.  Hamil.  I  think  I  am  correct  in  stating  that  the  predecessor 
company  to  the  present  owners  of  these  facilities  indicated  that  they 
were  not  interested  in  putting  in  converters  necessary  to  provide  that 
type  of  service. 

Senator  Holland.  That  makes  a  case.  I  don’t  see  the  case  without 
that  set  of  facts. 
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Senator  Aiken.  I  think  it  is  clear.  I  think  the  situation  has  been 
cleared  up  as  well  as  you  can  clear  it  up. 

Mr.  Mynatt.  This  is  one  case,  and  there  was  an  honest  dispute 
about  the  facts.  As  to  the  question  of  the  area  concept  as  against 
the  unserved-person  concept,  that  throws  into  issue  all  of  the  loans 
we  have  made  in  the  past. 

Senator  Aiken.  I  think  we  always  have  to  face  a  situation  in  a 
case  like  this  where  the  company  might  come  around  later  and  say, 
“We  would  have  done  this”  and  there  is  no  way  of  telling  whether 
they  actually  would  have  done  it  and  under  what  conditions  and 
at  what  rates  they  would  have  done  it. 

Senator  Holland.  The  question  is  whether  they  agreed  to  do  it. 
And  if  they  did  not,  that  is  what  you  relied  upon? 

Mr.  Mynatt.  Yes ;  in  part. 

Senator  Holland.  That  has  been  true  in  so  many  cases.  The  serv¬ 
ice  company  has  not  been  aggressive,  progressive,  and  that  is  a  mat¬ 
ter  of  policy  for  them  to  determine.  But  as  I  see  it,  that  is  the 
controlling  factor  in  your  case.  If  it  is  not,  I  want  to  hear  it  now. 
You  are  all  here  before  us,  counsel,  Administrator,  and  the  head 
of  the  Department  of  Agriculture,  who  has  charge  of  this.  If  that 
is  not  the  key  to  your  case,  and  the  point  that  you  decided  it  on,  let 
us  hear  something  to  the  contrary. 

Mr.  Mynatt.  I  can  put  into  the  record  the  seven  points  that  we 
listed  in  our  submission : 

The  electric  facility  serving  Lehigh's  old  plant— the  25  cycles — could  not  with¬ 
out  major  rehabilitation  and  reconstruction  be  utilized  to  serve  the  new  plant. 

In  other  words,  they  were  not  equipped.  It  would  have  cost  each 
supplier  approximately  $100,000  to  have  served  them. 

The  power  requirements  of  the  new  plant  greatly  exceeded  and  overshadowed 
the  electrical  requirements  of  existing  old  plant. 

Lehigh’s  capital  investment  in  the  new  premises  greatly  exceeds  and  over¬ 
shadows  its  capital  investment  in  the  old  plant. 

The  capital  investment  required  for  providing  electric  service  to  the  new 
plant,  regardless  of  the  supplier,  is  very  substantial  in  this  case  in  the  order 
of  $100,000  and  greatly  exceeds  and  overshadows  the  capital  investment  in 
electric  facilities  serving  the  old  plant. 

Senator  Holland.  What  would  that  have  to  do  with  the  old  plant? 
Do  you  mean  to  say  if  a  farmer  is  being  supplied  by  a  public  utility 
company  and  decides  to  put  in  on  the  farm  dairy  facilities  to  serve 
a  thousand  milkers  instead  of  the  50  that  he  is  using  now  so  as  to 
require  vastly  increased  power  and  different  types  of  transformers 
and  the  like,  that  he  would  become  another  customer? 

Mr.  Mynatt.  Not  of  itself,  but  again  here  the  manager  in  his  affi¬ 
davit  of  this  plant,  points  out  all  of  these  things  as  showing  that  this 
was  a  completely  separate  operation.  This  is  one  standing  alone 
No,  sir — 

the  location  and  scope  of  the  new  plant  were  determined  by  Lehigh  in  the  li°ht 
of  a  desired  new  electrical  supplier. 

That  is  the  statement  of  the  manager. 

The  operation  of  the  new  plant  was  completely  independent  of  the  operation 
of  the  old  plant. 

He  so  testified.  And  this  one  point,  Mr.  Chairman — 

Green  County  had  been  serving,  since  1952,  a  Lehigh  owner  residence  located 
on  the  same  tract. 
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In  other  words,  both  utilities  were  already  serving  on  this  tract. 

Senator  Aiken.  Greene  County  is  a  cooperative  ? 

Mr.  Mynatt.  Yes,  sir.  We  had  both  suppliers  on  this  very  tract 
at  the  very  time.  It  is  all  of  those  factors,  certainly,  including  the  one 
that  you  mentioned. 

Senator  Holland.  You  put  that  first,  didn’t  you  ? 

Mr.  Mynatt.  Yes. 

Senator  Holland.  You  still  put  it  first. 

Mr.  Mynatt.  Yes,  it  is  first. 

Senator  Holland.  So  far  as  I  am  concerned  that  is  the  only  one  that 
I  have  heard  that  makes  a  case.  All  right,  sir. 

Senator  Aiken.  No  more  questions. 

Senator  Holland.  There  are  no  other  members  present.  Mr.  Scott, 
I  don’t  believe  you  have  testified  on  any  aspect  of  the  problem  we  have 
been  talking  about. 

Mr.  Scott.  As  I  stated,  Mr.  Chairman,  in  response  to  your  question 
a  little  bit  ago,  we  have  been  very  concerned  about  this,  as  a  question. 
It  bothered  us  a  great  deal  to  have  a  difference  of  opinion  with  the 
Comptroller  General’s  Office. 

Senator  Holland.  Sure,  it  should  bother  you. 

Mr.  Scott.  We  would  like  very  much  in  one  way  or  another  to  get 
it  reconciled. 

Senator  Holland.  He  is  the  watchdog  of  the  Congress.  He  repre¬ 
sents  the  legislative  arm,  looking  at  your  performance  and  measuring 
it  against  what  he  understands  the  legislation  to  require. 

Mr.  Scott.  That  is  right. 

Senator  Holland.  We  are  certainly  not  going  to  try  to  bind  his 
conscience  or  override  his  convictions.  We  thoroughly  are  within  our 
rights  in  stating  our  own  policy  and  interpretation  as  to  what  the 
Congress  meant,  but  not  to  try  to  say,  “You  must  either  take  this 
view  or  else.”  That  isn’t  the  kind  of  man  we  want  in  the  Comp¬ 
troller’s  office. 

Mr.  Scott.  I  am  sure  of  that. 

Senator  Holland.  All  right,  go  ahead. 

Mr.  Scott.  That  is  all  I  have  on  this  resolution. 

Senator  Aiken.  I  think  this  is  the  first  time  that  I  have  ever  dif¬ 
fered  with  the  Comptroller  General’s  Office.  Almost  invariably  I 
agree  with  their  decisions. 

Senator  Holland.  That  has  been  my  experience,  almost  invariably, 
although  I  have  disagreed  with  them  on  two  or  three  matters  before. 

Senator  Aiken.  You  have  a  right  to. 

Senator  Holland.  We  have  a  right  to,  and  to  stand  up  for  our  un¬ 
derstanding  of  it  just  as  the  Administrator  has.  I  find  no  fault  with 
anybody  who  stands  up  for  what  he  believes  the  law  means. 

I  do  want  to  see  the  Administrator  stick  by  the  real  reason  for  mak¬ 
ing  this  loan  that  seems  to  be  the  occasion  for  this  controversy. 

I  think  the  only  supportable  reason  is  that  the  utility  could  not  fur¬ 
nish  the  type  of  power  required,  and  would  not  adjust.  If  that  is  it, 
why  that  makes  a  case.  As  1  understand  it,  you  are  stating  that  ? 

Mr.  Scott.  That  was  it. 

Senator  Holland.  All  right. 

Mr.  Ha  mil.  In  conclusion,  Mr.  Chairman,  we  are  trying  to  carry 
out  the  REA  Act  to  the  very  best  of  our  ability,  and  if  we  are  not 
carrying  it  out  the  way  it  should  be  in  the  eyes  of  Congress,  then 
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we  would  appreciate  direction  along  that  line.  Otherwise,  we  are  go¬ 
ing  to  continue  just  like  we  are. 

Senator  Holland.  May  I  say  to  you,  and  speaking  only  for  myself, 
that  I  think  you  realize  as  well  as  we  do  that  the  question  of  what  is 
the  proper  policy  is  a  much  more  disturbing  question  now  than  when 
you  began  with  a  larger  part  of  the  rural  homes  and  communities  un¬ 
served.  Now  you  are  serving  95  or  96  percent  of  the  rural  homes. 
Am  I  correct  about  that  ? 

Mr.  Hamil.  They  are  being  about - 

Senator  Holland.  I  mean - 

Mr.  Hamil.  Yes ;  that  is  right. 

Senator  Holland.  Further  extensions  are  going  to  more  and  more 
require  the  having  of  a  sound  policy  as  to  what  does  and  what  does  not 
constitute  undue  interference  with  established  private  enterprise.  I 
think  you  folks  understand  that  that  is  the  case  more  clearly  than 
anybody  else.  I  think  this  is  a  fine  occasion  for  the  declaration  of 
principles  of  policy  which  I  think  should  not  be  simply  addressed  to 
whitewashing  everything  that  has  gone  before,  and  approving  of  cer¬ 
tain  letters  which  we  don’t  even  yet  know  what  the  contents  are,  and 
from  what  has  been  read  to  us  it  appears  there  are  things  in  the  letters 
that,  at  least,  are  in  accord  with  the  chairman’s  view  and  those  that 
are  not.  So  it  is  very  difficult  to  say  in  a  blanket  way  we  should  by 
resolution  approve  everything  that  has  been  done  before  or  that  is 
proposed  to  be  done  in  the  future  under  the  principles  outlined  here. 
I  think  it  is  a  real  challenge  and  opportunity  to  try  to  lay  down  a  pol¬ 
icy  that  is  sensible  and  constructive,  and  which  allows  the  REA  to 
not  only  continue  to  render  service,  but  to  become  sounder  financially 
and  incomewise,  but  at  the  same  time  one  that  does  not  destroy  our 
concept  of  encouraging  private  enterprise. 

(Whereupon,  at  3  p.m.,  the  subcommittee  proceeded  to  consideration 
of  S.  75.) 
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FRIDAY,  MARCH  6,  1959 

U.S.  Senate,  Subcommittee 

on  Agricultural  Credit  and  Rural  Electrification 

of  the  Committee  on  Agriculture  and  Forestry, 

W ashington,  D.C. 

The  subcommittee  met,  pursuant  to  adjournment,  at  10  a.m.,  in 
room  324,  Senate  Office  Building,  Senator  Spessard  L.  Holland 
(chairman  of  the  subcommittee)  presiding. 

Present:  Senators  Holland,  Ellender  (chairman  of  the  full  commit¬ 
tee)  ,  Talmadge,  Young  of  Ohio,  and  Schoeppel. 

Also  present :  Senator  Aiken. 

Senator  Holland.  The  subcommittee  will  please  come  to  order. 

The  Senator  from  Montana,  Senator  Murray,  asked  that  his  state¬ 
ment  in  support  of  Senate  Resolution  21  be  filed  in  the  record. 

Without  objection,  that  will  be  done. 

(The  statement  referred  to  follows :) 

Statement  Filed  by  Hon.  James  E.  Murray,  a  U.S.  Senator  From  the  State  of 

Montana 

Mr.  Chairman  and  members  of  the  subcommittee,  as  a  cosponsor  of  the  Aiken 
resolution  (S.  Res.  21)  I  am  in  full  agreement  with  its  purpose,  which  is  to 
reject  the  Comptroller  General’s  decisions  of  July  21,  1958,  and  October  15,  1958, 
which  narrowly  limit  the  authority  and  scope  of  activities  of  the  Rural  Elec¬ 
trification  Administration. 

I  think  it  would  be  pointless  for  me  to  remind  this  committee  of  my  long¬ 
standing  interest  in  and  support  of  the  rural  electrification  program.  In  that 
regard,  the  record  speaks  for  itself. 

I  do  appreciate,  however,  the  opportunity  to  present  this  statement  to  the 
committee  because  I  would  like  to  give  the  committee  what  I  consider  to  have 
been  the  intent  of  Congress  with  respect  to  the  Rural  Electrification  Act  during 
the  years  that  rural  electrification  has  made  its  remarkable  contribution  to 
rural  life  in  the  United  States.  I  will  then  give  my  opinion  concerning  the  in¬ 
tent  of  the  Congress  at  this  time. 

Throughout  all  of  its  legislative  history,  the  Congress  intended  the  Rural 
Electrification  Act  of  1936,  as  amended,  to  be  the  authority  for  the  REA  Admin¬ 
istrator  to  approve  loans  to  rural  electric  cooperatives  and  public  power  dis¬ 
tricts  for  the  purpose  of  serving  persons  in  rural  areas. 

The  plain  language  of  the  Rural  Electrification  Act  states  that  the  Adminis¬ 
trator  is  authorized  to  make  loans  to  provide  electric  service,  “to  persons  in 
rural  areas  who  are  not  receiving  central  station  service  *  *  *.” 

In  my  considered  judgment  the  only  criterion  governing  the  eligibility  of  a 
person  in  a  rural  area  to  receive  the  service  of  REA  is  as  follows :  If  a  person 
lives  in  a  rural  area  and  is  unserved,  REA  can  make  a  loan  to  provide  him 
with  service. 

I  am  sure  that  my  colleagues  in  the  Congress  never  intended  for  the  Adminis¬ 
trator  to  have  authority  to  decide  whether  a  person  in  one  area  was  eligible 
to  receive  service,  while  a  person  living  in  some  other  area  was  not  eligible  for 
service.  No  administrator  has  ever  so  interpreted  his  authority.  Rural  electri¬ 
fication  would  never  have  made  the  great  progress  that  it  has  if  every  applicant 
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for  service  had  required  a  subjective  review  of  his  eligibility  on  the  basis  of 
whether  he  was  near  or  far  from  an  existing  powerline.  The  law  was  clear — 
if  the  person  requesting  service  lived  in  a  rural  area  and  did  not  have  service 
he  was  automatically  eligible.  This  test  of  eligibility  was  clearly  enunciated  by 
the  late  Senator  George  Norris,  coauthor  and  chief  Senate  sponsor  of  the  bill 
which  became  the  Rural  Electrification  Act  of  1936,  and  it  has  been  so  under¬ 
stood  in  the  Congress,  the  Comptroller  General’s  rulings  in  July  and  October 
of  1958  notwithstanding. 

As  to  the  present  situation,  it  is  my  opinion  that  the  Congress  has  had  no 
reason  to  change  its  views  regarding  the  eligibility  of  rural  people  to  obtain 
electric  service.  One  and  all  will  agree  that  all  rural  people  that  do  not  have 
service  are  entitled  to  have  it.  It  will  be  cause  for  rejoicing  when  central  station 
electric  service  is  available  to  all  of  our  rural  people,  for  when  that  has  been 
accomplished  REA  will  have  completed  its  first  major  phase.  After  all  rural 
people  are  served  the  REA’s  responsibility  will  become  that  of  maintaining  an 
adequate  supply  of  current  to  meet  fully  the  requirements  of  those  they  serve. 

I  consider  the  rulings  of  the  Comptroller  General  to  be  contrary  to  the  intent 
of  Congress,  if  not  a  usurpation  of  legislative  authority,  and  I  urge  this  com¬ 
mittee  to  report  out  Senate  Resolution  21  so  that  the  Senate  may  have  an 
opportunity  to  adopt  it  promptly. 

I  also  desire  to  file  for  your  record  copy  of  a  statement  concerning  S.  144 
I  am  today  filing  before  the  House  committee. 

Statement  of  Senator  James  E.  Murray  Before  the  Subcommittee  on  Ex¬ 
ecutive  and  Legislative  Reorganization  of  the  House  Committee  on 
Government  Operations,  Rural  Electrification  Administration 

Mr.  Chairman  and  members  of  the  subcommittee,  I  am  availing  myself  of 
this  opportunity  to  express  my  wholehearted  support  of  the  Price  bill  (H.R. 
1321)  which  is  designed  to  rescue  REA  from  the  political  hand  of  the  Secretary 
of  Agriculture. 

As  you  know,  H.R.  1321  is  identical  to  S.  144  which  has  been  introduced  by 
Senator  Humphrey,  my  colleague  from  Montana,  Senator  Mansfield,  and  a 
number  of  other  Senators,  including  myself.  My  own  support,  therefore,  is  100 
percent  back  of  this  bill. 

This  is  a  moderate  bill.  It  is  designed  to  restore  to  the  Administrator  of 
REA  the  authority  he  had  prior  to  the  Secretary  of  Agriculture’s  reorganization 
of  REA  about  a  year  and  a  half  ago  under  Reorganization  Plan  No.  2  of  1953. 

There  are  many  reasons  for  taking  REA  out  from  under  Secretary  Benson’s 
rule  altogether.  But  this  bill  does  not  go  to  such  extremes.  It  will  merely 
put  REA  back  to  the  state  of  power  and  responsibility  that  proved  so  success- 
full  through  the  15  years  or  so  before  the  Secretary  took  over.  The  bill  does  not 
set  up  any  new  agencies  in  an  already  overcrowded  bureaucratic  maze.  But  it 
does  free  the  REA  Administrator  from  political  interference. 

I  would  like  to  remind  the  committee  that  I  was  first  elected  to  the  United 
States  Senate  iu  1934  and  during  the  more  than  24  years  since  that  time  I  have 
supported  the  Rural  Electrification  Administration  program  from  the  modest 
beginning  that  was  authorized  by  President  Roosevelt’s  Executive  order,  dated 
May  11,  1935,  to  the  present  time.  During  a  period  of  less  than  one  generation 
we  have  seen  a  remarkable  change  brought  about  in  rural  life  in  this  country. 
Less  than  6  percent  of  Montana’s  farms  were  electrified  with  power  from  central 
power  stations  in  1935.  Today  nearly  8S  percent  of  our  farms  have  such 
service.  In  the  United  States  as  a  whole  more  than  95  percent  of  all  farms 
have  central  station  electric  service.  This  transformation  was  brought  about  in 
a  large  measure  by  the  REA  and  it  took  place  for  the  most  part  before  Reorgani¬ 
zation  Plan  No.  2  took  much  of  the  Administration's  authority  and  transferred 
it  to  the  Secretary  of  Agriculture. 

When  the  Congress  established  the  REA  it  was  our  intention  to  divorce  its 
activities  from  partisan  politics.  We  established  the  office  of  the  Administrator 
and  gave  that  office  full  authority  to  carry  out  a  constructive  program.  We 
set  the  term  of  office  of  the  Administrator  at  10  years  because  we  wanted  to  give 
continuity  of  direction  to  the  program  for  a  period  that  would  minimize  the 
possibility  of  frequent  change  for  political  reasons. 

Farmers  in  Montana  and  I  am  sure  elsewhere  in  the  country,  who  are  so 
dependent  upon  the  efficient  operation  of  rural  electric  systems  see  dangers 
in  having  Secretary  Benson  invested  with  great  authority  over  the  REA  pro¬ 
gram.  Statements  frequently  made  by  Secretary  Benson  in  which  he  has 
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advocated  the  private  financing  of  rural  electric  systems  and  higher  rates 
of  interest  on  REA  loans  quite  naturally  cause  farm  people  to  question  his 
understanding  of  the  program  and  his  sympathetic  consideration  of  rural 
problems. 

Directors  and  managers  of  our  rural  electric  systems  are  even  more  con¬ 
cerned  with  the  possibility  of  the  Secretary  invoking  new  restrictive  criteria 
on  the  approval  of  their  loan  applications.  While  no  serious  impairment  of 
the  program  has  come  to  light  to  date,  our  rural  people  would  feel  more 
secure  if  control  were  taken  from  a  politically  appointed  officer  and  returned 
to  the  hands  of  an  administrator  who  would  have  an  unbiased  interest  and 
the  professional  competence  to  evaluate  the  merits  of  loan  applications  solely 
on  the  basis  of  their  technical,  legal  and  financial  feasibility  and  necessity. 

For  the  reasons  noted  above  I  urge  you  to  report  out  the  bill  before  you  so 
that  we  may  vote  its  passage  at  the  earliest  possible  time. 

Senator  Holland.  The  Senator  from  Pennsylvania,  Senator  Clark, 
has  asked  that  there  be  included  in  the  record  a  copy  of  the  resolution 
passed  by  the  Pennsylvania  Rural  Electrification  Association  at  its 
meeting  in  Bedford,  Pa.,  on  January  21  and  22,  concerning  Senate 
Resolution  21. 

Without  objection  that  course  will  be  followed. 

(The  resolution  referred  to  is  on  p.  4.) 

Senator  Holland.  The  Senator  from  Missouri,  Senator  Hennings, 
requests  inclusion  in  the  record  of  a  telegram  in  support  of  Senate 
Resolution  21,  which  he  has  received  from  Mr.  Julius  Helm,  general 
manager  of  the  Missouri  State  Rural  Electric  Association. 

Without  objection,  that  will  be  done. 

(The  telegram  referred  to  follows:) 

March  2, 1959. 

Hon.  Thomas  C.  Hennings,  Jr. 

V.S.  Senate, 

Washington,  D.  C.: 

This  is  with  reference  to  Senate  Agriculture  Subcommittee  hearings  on  Senate 
Resolution  21,  March  5.  Since  impossible  to  appear  before  committee  or  submit 
prepared  statement  would  appreciate  your  informing  committee  that  our  associ¬ 
ation  which  comprises  405  duly  elected  REA  co-op  directors  and  46  managers 
representing  approximately  245,000  rural  consumers  in  Missouri  wholeheartedly 
support  Senate  Resolution  21.  We  are  unalterably  opposed  to  omnious  revised 
ruling  of  Comptroller  General  issued  October  15  which  in  effect  is  the  same  as  his 
July  21  ruling  and  would  in  our  opinion,  restrict  REA  Administrator’s  loan¬ 
making  authority  by  prohibiting  loans  in  areas  that  power  companies  claim  they 
are  willing  to  serve.  We  simply  don’t  believe  this  wras  intent  of  Congress  when 
it  enacted  Rural  Electrification  Act  of  1936  and  hope  you  will  make  our  position 
known  to  the  committee. 

Julius  Helm, 

General  Manager,  Missouri  State  Electric  Association. 

Jefferson  City,  Mo. 

Senator  Holland.  The  Senator  from  Alabama,  Senator  Hill,  wishes 
to  file  a  prepared  statement  in  the  record. 

Without  objection,  that  is  permitted. 

Statement  Filed  by  Hon.  Lister  Hill,  a  U.S.  Senator  From  the  State  of 

Alabama 

Mr.  Chairman,  I  would  like  for  the  record  to  show  that  I  strongly  urge  this 
committee’s  approval  of  Senate  Resolution  21,  which  to  my  mind  is  essential  to 
the  continued  effectiveness  of  the  entire  rural  electrification  program  in  this 
country. 

Senate  Resolution  21  is  made  necessary  by  ruling  by  the  Comptroller  General 
of  the  United  States  that  were  it  followed  would  effectively  stymie  REA — one  of 
the  greatest  social  and  economic  programs  this  country  has  ever  seen. 

Twenty-three  years  ago  only  1  farm  in  every  10  in  this  country  had  electricity. 
The  other  nine  lived  by  the  flickering  and  inadequate  light  of  kerosene  lanterns. 
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There  was  on  these  farms  no  electricity  for.  water  pumps,  feedmixers,  power 
tools,  chicken  brooders,  milking  machines,  and  coolers  and  milkhouse  ventilators. 

There  were  none  of  these  or  any  of  the  estimated  250  uses  of  electric  power 
that  today  promote  farm  production.  And  there  most  certainly  was  no  power 
for  “mere”  conveniences  such  as  refrigerators,  stoves,  and  radios. 

This  was  the  situation  when  the  private  power  producers  labored  forth  with 
predictions  that  rural  electrification  wTas  almost  complete,  that  the  farmer  and 
the  rural  families  had  all  the  electricity  they  wanted. 

Today  9 y2  out  of  every  10  farms  throughout  the  width  and  breadth  of  this  land 
have  electricity  to  produce  more  and  better  of  the  food  and  substance  that  sus¬ 
tains  us  all.  And  while  he  is  producing  more  and  better,  the  farmer  lives  in 
comfort  comparable  to  that  of  his  city  brother. 

Probably  nowhere  in  history  can  we  find  a  parallel  to  this  miracle  of  the 
electrification  of  the  American  farm. 

It  is  not  by  coincidence  that  these  23  miracle  years  parallel  the  birth  and 
development  of  the  REA  program. 

During  the  23  years  this  program  has  been  in  operation  about  1,000  REA  coop¬ 
eratives,  organized  by  local  people  and  completely  owned  and  operated  by  local 
people,  have  borrowed  $3.77  billion  from  REA  to  build  modern  electric  power 
systems  to  serve  the  rural  areas. 

Rural  electric  co-ops  have  not  only  brought  power  to  53  percent  of  all  American 
farms,  but  at  the  same  time  have  supplied  the  competitive  push  that  largely 
accounts  for  much  of  the  rest. 

There  is  no  lessening  in  this  rural  trend  to  more  and  more  power  use.  In  fact, 
the  demand  for  on-the-farm  power  is  now  doubling  every  5  to  7  years. 

Before  Franklin  Roosevelt,  George  Norris,  Sam  Rayburn,  and  the  others 
brought  REA  into  the  American  power  picture,  the  private  companies  had  the 
field  to  themselves.  Rural  home  and  business  owners,  often  within  sight  of  high 
lines  linking  “cream”  customer  areas,  pleaded  for  power  and  the  answer  was  that 
the  companies  “simply  were  not  ready  to  develop  the  territory.” 

Representative  W.  R.  Poage,  of  Texas,  long-time  leader  in  REA  legislation,  put 
it  this  way :  “There  never  would  have  been  a  single  rural  electric  cooperative  had 
the  power  companies  of  American  met  the  reasonable  needs  of  the  rural  areas  for 
electricity.” 

But  they  did  not  and  REA  was  born  and  brought  light  and  power  and  a  better 
life  to  thousands  who,  without  doubt,  would  otherwise  still  be  in  the  dark. 

And  still  the  farmer  today  is  in  trouble.  He  is  caught  in  a  price  vise  that 
threatens  to  snuff  out  the  life  of  thousands  of  small  operators.  And  the  Federal 
farm  program  helps  turn  the  vise. 

REA  provides  one  of  the  few  bright  spots  in  the  American  farm  picture  today. 

Even  the  program’s  traditional  enemies  know  this  and  no  longer  dare  openly 
to  advocate  the  death  of  REA.  Their  approach  is  through  proposals  to  “im¬ 
prove.” 

Their  devious  methods  are  nowhere  more  visible  than  in  a  recent  ruling  by 
Comptroller  General  Joseph  Campbell,  appointed  to  his  present  position  Decem¬ 
ber  15,  1954,  by  President  Eisenhower. 

This  ruling  ordered  an  unprecedented  restriction  on  the  REA  loan-making 
authority.  The  ruling  completely  reverses  the  clear  intent  of  the  Congress  as 
set  forth  in  the  REA  Act.  Furthermore,  it  ignores  23  years  of  successful 
administration  of  REA. 

I  strongly  protested  this  ruling  to  the  Comptroller  General,  and  while  he  has 
not  reversed  his  ruling,  he  has  said  he  does  not  intend  to  enforce  it.  Of  course, 
he  will  not  enforce  it  because  there  is  no  statutory  provision  prohibiting  or 
restricting  the  use  of  REA  appropriaitons  except  as  set  forth  in  the  language 
of  the  REA  Act.  And  as  long  as  this  is  the  case,  the  REA  Administrator  is  not 
required  to  answer  to  the  Comptroller  General  for  his  actions.  He  is  required 
to  answer  only  to  the  Congress  of  the  United  States. 

The  bill  now  before  this  committee  expresses  the  intention  of  the  Congress 
that  REA  continue  the  successful  administrative  formula  it  has  employed  in 
the  past. 

Continuation  of  REA  is  essential  for  farmers  are  becoming  more  and  more 
dependent  upon  electricity  as  a  production  tool.  Already  some  400  farm  uses 
for  electricity  are  known  and  more  than  half  of  these  directly  increase  profits 
and  production. 

In  this  situation  wTe  cannot  allow  o>ur  farm  people  to  be  dumped  in  the  laps  of 
Wall  Street. 
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We  must  prevent  this,  for  the  farmer  remains  the  backbone  of  our  economy. 
It  is  upon  his  success  and  well-being  that  our  entire  economy  still  depends. 

When  he  is  helped,  as  with  REA,  to  achieve  better  things,  the  effect  is  felt 
in  increased  business  everywhere.  It  stimulates  private  business,  both  locally 

and  nationally.  .  .  , 

Surveys  show,  for  instance,  that  for  every  dollar  invested  in  rural  power 
facilities,  the  farmer  invests  three  to  four  dollars  in  wiring,  plumbing  and 

electrical  appliances.  „  .  ,  ^ 

Also  when  power  is  available  the  establishment  of  industry  in  mral  aieas 
is  encouraged.  The  importance  of  this  latter  to  today’s  industrial  revolution 
is  unmistakable,  not  only  to  the  South  but  all  sections  of  the  country. 

Senator  Holland.  All  right. 

Mr.  Keller. 

Mr.  Keller.  Yes,  sir. 

Senator  Holland.  Are  there  other  witnesses  present  who  wish  to 
be  heard,  because  so  far  as  I  know  this  will  be  the  last  day  of  open 
hearings. 

We  have  had  no  request  for  other  testimony  than  that  to  be  given  by 
the  witnesses  who  appeared  yesterday  and  those  who  will  either  appear 
today  or  received  permission  to  file  statements. 

Is  there  anyone  else  to  be  heard  ? 

(No  response.) 

Senator  Holland.  That  being  the  case,  we  will  close  the  record 
with  today’s  hearing. 

All  right,  Mr.  Keller. 

STATEMENTS  OF  ROBERT  F.  KELLER,  GENERAL  COUNSEL,  AND 

RALPH  E.  RAMSEY,  ASSOCIATE  GENERAL  COUNSEL,  GENERAL 

ACCOUNTING  OFFICE 

Mr.  Keller.  Mr.  Chairman,  I  have  with  me  Mr.  Ralph  E.  Ramsey, 
who  is  Associate  General  Counsel  of  the  General  Accounting  Office. 

In  the  interest  of  time  I  wish  to  file  for  the  record  my  prepared 
statement,  if  that  is  satisfactory,  and  then  I  will  read  parts  of  it. 

Senator  Holland.  Without  objection,  the  entire  statement  will  be 
printed  in  the  hearing  record.  How  many  pages  do  you  have? 

Mr.  Keller.  There  are  six. 

Senator  Holland.  All  right,  you  may  proceed. 

Mr.  Keller.  At  the  outset,  Mr.  Chairman,  we  wish  to  say  that  we 
have  no  objection  to  the  approval  of  S.  Res.  21.  It  would  clarify 
a  difference  of  opinion  existing  between  our  office  and  the  Depart¬ 
ment  of  Agriculture  on  the  interpretation  of  the  REA  Act.  Our 
letters  to  the  Secretary  of  Agriculture  pertaining  to  this  matter, 
particularly  those  of  October  15  and  December  8,  1958,  stated  quite 
clearly  that  the  only  action  we  proposed  to  take  in  connection  with  the 
loan  in  question  and  the  interpretation  of  the  REA,  was  to  report 
the  matter  to  the  Congress  for  whatever  action  the  Congress  might 
consider  appropriate.  In  fact,  we  advised  the  Secretary  of  Agricul¬ 
ture  we  would  take  no  other  action  in  connection  with  the  particular 
loan  that  was  considered,  or  any  action  on  future  similar  loans,  in  the 
absence  of  an  expression  of  congressional  intent  to  the  contrary. 

The  decisions  of  the  Comptroller  General  resulted  from  a  loan 
made  by  the  Rural  Electrification  Administration  (REA)  to  the 
Central  lowa  Power  Cooperative  (CIPCO) .  By  letter  dated  October 
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10,  1957,  the  Iowa-Illinois  Gas  &  Eletric  Co.  (Iowa- Illinois)  called 
our  attention  to  a  loan  of  $11,173,000  to  CIPCO. 

I  am  not  certain  that  letter  is  in  the  record,  Mr.  Chairman,  and 
we  will  offer  it.  The  letter  is  adressed  to  the  Comptroller  General 
from  Iowa-Illinois  Gas  &  Electric  Co.  It  is  dated  October  10,  1957. 

Senator  Holland.  Without  objection,  that  letter  will  be  admitted. 

(The  letter  referred  to  is  on  p.  57.) 

Mr.  Keller.  Mr.  Chairman,  the  factual  situation  on  the  particular 
loan  was  covered  on  two  occasions  yesterday.  There  is  one  point, 
however,  where  there  seems  to  be  some  difference  of  opinion,  or  differ¬ 
ence  of  fact,  which  I  would  like  to  point  out. 

According  to  our  records,  the  Fort  Dodge,  Des  Moines  &  Southern 
Railway  Co.,  by  letter  dated  May  19,  1955,  and  again  orally  on 
September  28,  1955,  confirmed  by  letter  dated  October  4,  1955,  offered 
to  furnish  to  Lehigh  Pipe  60-cycle  electric  service  for  its  proposed 
newT  plant. 

Senator  Holland.  On  that  point - 

Mr.  Keller.  Yes,  sir. 

Senator  Holland.  On  what  date  was  the  commitment  made  by  the 
Greene  County  Cooperative  to  furnish  power  ? 

Mr.  Keller.  Subsequent  to  the  date  of  the  REA  loan  which  was 
on  September  9,  1955.  Undoubtedly  there  were  negotiations  prior  to 
that  time. 

(For  letters  referred  to  above  see  p.  72  and  p.  75.) 

Senator  Holland.  All  right,  proceed. 

Mr.  Keller.  On  October  28,  1957,  we  forwarded  Iowa-Illinois’ 
letter  of  October  10,  1957,  to  the  Department  of  Agriculture  for  a 
report.  The  Department’s  report  wTas  furnished  on  December  3, 
1957. 

(For  report  referred  to  above  see  p.  64.) 

Mr.  Keller.  After  consideration  of  this  report  and  an  additional 
report  dated  May  5, 1958,  we  advised  the  Secretary  of  Agriculture  by 
letter  of  July  21,  1958,  that  in  our  view  the  legislative  history  of  the 
central  station  service  limitation  (secs.  2  and  4  of  the  REA  Act) 
disclosed  that  its  purpose  was  to  exclude  loans  of  the  type  involved. 
That  is,  it  was  intended  to  exclude  loans  for  the  purpose  of  paralleling 
existing  systems  or  creating  competition  with  existing  facilities.  We 
further  stated  in  that  letter  that  aside  from  the  legislative  history,  we 
were  of  the  view  that  where  a  new  building  or  plant  of  an  industrial 
company  is  located  approximately  160  feet  from  an  old  building  or 
plant  of  the  same  company  on  the  same  tract  of  ground  and  the  old 
plant  is  receiving  central  station  service  from  a  power  supplier  who 
has  offered  to  furnish  adequate  central  station  service  to  the  new  plant, 
there  appeared  little  basis  for  considering  the  new  plant  a  person  not 
receiving  central  station  service  so  as  to  authorize  the  making  of  a  loan, 
or  the  use  of  loan  funds  under  section  4  of  the  REA  Act  for  the  purpose 
of  constructing  facilities  to  furnish  electric  service  to  the  new  plant. 
We  advised  the  Secretary  that  unless  he  recovered  from  Cipco  the 
amount  advanced  to  construct  the  Lehigh  tap,  we  would  be  required  to 
report  the  matter  to  Congress. 

By  letter  dated  August  7, 1958,  the  Acting  Secretary  of  Agriculture 
requested  that  we  reconsider  our  letter  of  July  21,  1958.  Among 
other  things  he  advised  us  that  REA  has  kept  the  Congress  fully 
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informed  of  its  activities  over  the  years,  and  indicated  that  the  Con¬ 
gress  acquiesced  in  REA’s  making  loans  for  the  purpose  of  serving 
any  unserved  persons ;  and  that  it  has  been  REA’s  uniform  administra¬ 
tive  practice  over  the  past  22  years  to  make  loans  to  bring  electric 
serve  to  all  unserved  persons  in  rural  areas,  and  reiterated  that  this 
had  been  so  without  regard  to  the  “availability”  of  service  from 
other  sources. 

(For  letter  referred  to  above  see  p.  13.) 

Mr.  Keller.  By  letter,  dated  October  15,  1958,  to  the  Secretary  of 
Agriculture,  we  clarified  our  letter  of  July  21,  1958.  We  advised  the 
Secretary  that  we  contemplated  only  situations  where  the  unserved 
person  was  located,  in  effect,  on,  i.e.,  alongside  of,  existing  power 
lines,  and  the  owner  of  the  lines  was  ready,  willing,  and  able  to  furnish 
adequate  central  station  service  at  a  reasonable  price.  We  also  reiter¬ 
ated  our  view  that  under  the  facts  and  circumstances  in  the  instant 
case,  there  was  little  basis  for  considering  the  new  plant  of  Lehigh  a 
person  not  receiving  central  station  service.  We  then  stated  that  the 
long-continued  administrative  practice,  as  reported  by  the  Acting 
Secretary,  if  carried  on  with  congressional  knowledge,  would  tend  to 
support  the  Department’s  position  or,  at  least,  indicate  congressional 
acquiescence  in  the  practice  followed  by  the  Department. 

Therefore,  we  advised  the  Secretary  that  we  would  take  only  such 
action  as  might  be  necessary  to  insure  congressional  knowledge  of 
REA’s  interpretation  of  the  act  and  the  practices  followed  by  includ¬ 
ing  the  matter  in  our  next-audit  report  to  the  Congress  on  REA  activ¬ 
ities  for  whatever  action  the  Congress  might  deem  appropriate;  and 
that  no  action  need  be  taken  by  the  Department  to  recover  back  the 
$120,000  before  it  fell  due. 

(For  letter  referred  to  above  see  p.  22.) 

Mr.  Keller.  By  letter  dated  October  29, 1958,  the  Acting  Secretary 
of  Agriculture  transmitted  for  our  information  the  Department’s 
analysis  of  the  points  made  in  our  letter  of  October  15, 1958,  and  again 
advised  that  the  Department  disagreed  with  our  conclusions  in  the 
matter. 

(For  letter  referred  to  above  see  p.  35.) 

Mr.  Keller.  By  letter  dated  December  8,  1958,  we  again  advised 
the  Secretary  of  Agriculture  that  under  the  facts  and  circumstances 
we  would  take  no  action  to  recover  the  specific  loan  under  considera¬ 
tion,  and  would  not  attempt  to  recover  any  future  similar  loans  or 
take  any  other  action  concerning  the  present  administrative  practice 
of  REA  in  the  absence  of  an  expression  of  congressional  intent  to  the 
contrary. 

(For  letter  referred  to  above  see  p.  41.) 

Mr.  Keller.  I  think,  Mr.  Chairman,  that  summarizes  our  position 
on  this  case,  and  on  Senate  Resolution  21. 

I  think  there  is  a  very  honest  difference  of  opinion  between  the 
General  Accounting  Office  and  the  REA  on  the  interpretation  of  the 
REA  Act,  and  we  all  have  differences  of  opinion  at  times,  but  I  do 
want  to  make  one  thing  quite  clear. 

As  a  result  of  this  case  there  have  been  some  indications  that  the 
General  Accounting  Office  might  be  for  private  power  and  against 
public  power.  I  want  to  make  it  clear  that  we  are  not  concerned  with 
that  matter.  It  is  our  job  to  examine  the  Government’s  fiscal  trans- 


104 


RURAL  ELECTRIFICATION  LOANS 


actions,  and  to  see  that  they  are  carried  out  in  accordance  with  the 
laws  enacted  by  Congress,  and  the  intent  of  the  Congress. 

Senator  Holland.  Well,  there  are  two  matters  on  which  I  think 
your  statement  requires  considerable  amplification. 

First  is  your  statement  that  in  your  letters  you  stated  to  the  Depart¬ 
ment  of  Agriculture  and  REA  that  in  your  opinion  the  legislative 
record — let  me  quote  from  the  opinion— 

the  legislative  history  of  the  central  station  service  limitation,  sections  2  and  4 
of  the  REA  Act,  disclosed  that  its  purpose  was  to  exclude  loans  of  the  type 
involved. 

What  is  the  basis  contained  in  that  legislative  history  of  the  act 
that  brings  you  to  that  conclusion  ? 

Mr.  Keller.  Our  basis,  Mr.  Chairman,  is  fully  set  forth  in  our 
letters  of  July  21, 1958,  and  October  15, 1958.  I  will  be  glad  to  go  over 
them. 

Senator  Holland.  Of  course,  you  were  writing  then,  and  you  are 
testifying  now,  and  the  thing  I  wanted  you  to  do  is  to  point  out  to 
this  committee  the  details  in  the  legislative  history  which,  in  your 
opinion,  supported  the  conclusion  that  the  legislative  history  excluded 
this  type  of  loan  from  service  by  REA. 

I  think  that  is  the  meat  of  your  position. 

Mr.  Keller.  That  is  correct,  sir. 

Senator  Aiken.  We  agreed  yesterday  to  have  these  documents  put 
in  the  record. 

Senator  Holland.  Off  the  record. 

( Discussion  off  the  record.) 

Senator  Holland.  On  the  record. 

Senator  Aiken.  Mr.  Keller,  I  notice  that  you  refer  to  a  letter  written 
October  10, 1957,  by  the  Iowa-Ulinois  Gas  &  Electric  Co.,  calling  your 
attention  to  the  loan  of  $11,173,000  to  CIPCO,  although  this  loan  was 
by  the  REA  Act. 

Is  there  any  explanation  of  why  there  was  a  delay  of  2  years  in 
reporting  this  loan  which  they  apparently  thought  should  not  have 
been  made  ? 

Mr.  Keller.  Not  to  my  knowledge. 

Senator  Aiken.  And  no  explanation  has  been  given  for  that  delay? 

Mr.  Keller.  No.  Perhaps  the  company  can  answer  that  question. 
But  I  know  the  company  was  in  court  and  the  question  came  up  as 
to  their  right  to  sue  or  bring  an  action. 

Senator  Aiken.  Also,  when  was  the  offer  of  Iowa-Illinois  to  furnish 
electric  power  to  Lehigh  made?  Wasn’t  it  a  considerable  time  after 
the  RE  A  had  made  the  loan  for  the  same  purpose?  Did  they  furnish 
you  with  the  rates  and  terms  under  which  they  would  furnish  the 
power  only  by  submitting  a  copy  of  a  letter  dated  May  19,  1955? 

Mr.  Keller.  Yes,  sir;  according  to  a  copy  of  a  letter  that  was  sub¬ 
mitted  to  us  by  Iowa-Illinois.  The  letter  is  dated  May  19,  1955, 
addressed  to  Lehigh  Sewer  Pipe  &  Tile  Co.,  attention  Mr.  joe  A. 
Bryant,  vice  president  and  general  manager,  signed  by  L.  W.  Laughlin, 
chief  electrical  engineer,  on  the  letterhead - 

Senator  Holland.  Just  a  moment,  is  that  letter  in  the  record? 

Mr.  Keller.  Not  to  my  knowledge. 

Senator  Holland.  Is  that  letter  in  the  record  ? 

Mr.  Rathbun.  It  is,  Mr.  Chairman,  it  is  an  attachment  to  exhibit  D 
to  Mr.  Whitmore’s  statement. 
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Senator  Holland.  Thank  you. 

(For  letter  referred  to  above  see  p.  72.) 

Senator  Aiken.  Does  the  letter  set  forth  the  rates  and  terms  upon 
which  power  was  to  be  furnished  ? 

Mr.  Keller.  In  my  opinion  it  does,  but  I  am  not  an  engineer. 

Senator  Holland.  Off  the  record. 

(Discussion  off  the  record. ) 

Senator  Aiken.  With  the  attorney  for  the  Iowa-Illinois  Co.  here, 
I  wonder  if  he  could  tell  us,  Mr.  Chairman,  why  the  complaint  was 
not  made  at  the  time  instead  of  2  years  after  the  loan  had  been  made. 

Senator  Holland.  I  suggest  that  just  as  soon  as  this  witness  is 
through  here,  that  we  call  the  counsel,  and  then  you  can  ask  any 
questions  you  think  are  appropriate. 

All  right,  Mr.  Keller. 

Mr.  Keller.  Referring  back  to  your  question  as  to  the  legislative 
history  on  which  we  based  our  interpretation  of  the  act,  I  refer  you  to 
page  5  of  our  letter  of  July  21, 1958,  wherein  we  state : 

*  *  *  the  following  statements  made  on  the  floor  of  the  House  and  Senate 
during  debate  on  the  bill  which  became  the  Rural  Electrification  Act  of  11136,  as 
they  appear  in  the  Congressional  Record,  volume  80 : 

“Mr.  McNary.  I  have  my  own  idea.” 

Senator  Holland.  Just  a  moment,  I  think  I  have  the  wrong  letter. 
There  are  several  letters  here  all  bound  up  together,  and  I  am  trying 
to  follow  this. 

Mr.  Ramsey.  July  21. 

Senator  Holland.  All  right,  proceed,  sir. 

Mr.  Keller.  I  am  quoting - 

Senator  Aiken.  The  Department  of  Agriculture  did  come  back  with 
other  material. 

Mr.  Keller.  Yes,  sir. 

Senator  Aiken.  This  is  all  in  the  record,  and  it  was  put  in  the 
record  yesterday. 

Mr.  Keller.  Yes,  sir ;  it  is  in  the  record. 

Senator  Holland.  It  is  in  the  record.  All  right,  go  right  ahead,  sir. 

Mr.  Keller.  I  am  quoting  from  page  5  : 

Mr.  McNary.  I  have  my  own  idea  as  to  the  interpretation  and  definition  of 
the  expression  “electrification  of  rural  areas  not  receiving  central-station 
electric  light  and  power  service.”  What  interpretation  does  the  Senator  place 
upon  that  language?  Could  he  illustrate  it? 

Mr.  Norris  (author  of  the  bill).  That  means,  as  I  understand,  and  as  I 
think  the  present  administration  is  now  doing,  that  there  will  not  he  set  up  an 
organization  and  money  loaned  to  it  for  the  purpose  of  electrifying  a  rural  area 
which  is  now  supplied.  There  are  now,  of  course,  a  large  number  of  rural  dis¬ 
tricts  already  supplied  with  electricity  from  central  power  stations.  *  *  * 
[Emphasis  added.] 

Mr.  McNary.  We  probably  are  together  generally,  but  under  the  language 
used,  it  seems  to  me,  where  a  plant  is  now  in  existence  which  is  adequately 
supplying  a  certain  area  with  electricity,  none  of  the  money  provided  by  the  bill 
could  be  used  for  that  purpose.  [Emphasis  added.] 

Mr.  Norris.  That  is  as  I  understand  it. 

******* 

Mr.  McNary.  I  think  we  want  a  definite  meaning  fixed,  because  I  think  it  is 
an  important  proposition.  The  prohibition  would  relate  to  a  central  station 
furnishing  light  and  power  in  an  area  that  is  now  enjoying  adequate  service. 
Is  that  the  Senator’s  interpretation? 

Mr.  Norris.  Yes  (80  Congressional  Record  2751,  pt.  3). 
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Mr.  Norris.  The  Senator  says  “come  in  competition.”  They  would  not  come 
in  competition  with  farms  already  supplied.  They  might  come  in  competition 
with  the  central  power  station. 

Mr.  King.  That  is  not  my  question. 

Mr.  Norris.  There  is  no  intention  of  going  into  a  farming  community  which 
is  already  supplied  with  electric  current  and  forming  farm  organizations  there 
and  having  them  built  up  to  go  into  competition,  as  the  Senator  suggests,  with 
farmers  who  are  already  getting  their  electric  current  from  a  central  station  (80 
Congressional  Record  2752,  pt.  3). 

******* 

Mr.  King.  *  *  *  I  may  say  that  my  understanding  of  the  hill  was  that  its  pri¬ 
mary  and  only  purpose  was  to  take  care  of  farmers  ivlio  did  not  have  electrical 
facilities.  [Emphasis  added.] 

******* 

Mr.  Walsh.  That  infers,  of  course,  that  there  is  no  competition  with  any 
existing  private  or  municipal  plant. 

Mr.  Norris.  Yes. 

*  *  *  *  *  *  * 

Mr.  Walsh.  That  is  what  I  understand  to  be  the  main  purpose  of  the  bill ; 
that  in  rural  sections  where  private  enterprise  has  not  undertaken  to  furnish 
light  or  where  a  municipality  has  not  done  so,  there  will  be  opportunities  given 
for  groups  of  individuals,  or,  as  the  Senator  says,  in  some  cases  a  town  or 
municipality  itself,  to  set  up  in  such  rural  sections  units  for  lighting  purposes 
(80  Congressional  Record  3305,  3306,  pt.  3) . 

******* 

Mr.  Rayburn.  May  I  say  to  the  gentleman  that  we  are  not,  in  this  bill,  intend¬ 
ing  to  go  out  and  compete  with  anybody.  By  this  bill  we  hope  to  bring  electri¬ 
fication  to  people  who  do  not  now  have  it.  This  bill  was  not  written  on  the 
theory  that  we  were  going  to  punish  somebody  or  parallel  their  lines  or  enter 
into  competition  with  them.  It  was  our  thought  that  in  the  States  where  elec¬ 
tricity  is  now  generated  and  distributed  the  laws  of  that  State  would  control 
the  rates.  May  I  say  further  that  the  Rural  Electrification  Administration 
will  have  nothing  whatever  to  do  with  the  rates  that  may  he  fixed  in  these  com¬ 
munities,  for  the  simple  reason  that  matter  will  he  controlled  hy  State  law  (80 
Congressional  Record  5583,  Pt.  5) .  [Emphasis  added] 

We  have  additional  material,  Mr.  Chairman,  in  our  letter  of  October 
15 - 

Senator  Holland.  Please  concentrate  that  or  condense  that  with  the 
statement  you  have  already  made,  because  we  want  the  record  to  show 
just  that  part  of  the  legislative  history  upon  which  you  are  basing  your 
conclusion. 

As  I  understand  it,  you  have  already  placed  part  of  that  history 
in  your  testimony.  If  there  are  other  matters  which  support  the 
same  conclusion,  other  matters  in  the  legislative  history,  I  think  this 
is  the  time  to  put  them  in. 

Mr.  Keller.  Yes,  sir. 

Senator  Holland.  Please  tell  us  in  advance  where  it  is  so  that  we 
can  follow  you. 

Mr.  Keller.  Now  our  letter  of  October  15, 1958 - 

Senator  Schoeppel.  October  15,  you  said? 

Mr.  Keller.  Yes,  sir.  Beginning  on  page  5. 

Senator  Holland.  That  is  about  three-fourths  of  the  way  back  in 
the  file. 

Mr.  Keller.  Yes,  sir. 

Senator  Holland.  Do  all  the  Senators  have  that  item  ? 

Senator  Aiken.  Beginning  with  Mr.  McNary  ? 

Mr.  Keller.  Yes,  sir.  Now,  as  a  matter  of  background,  before  I 
go  into  this,  Mr.  Chairman,  the  Department,  after  we  rendered  our 


RURAL  ELECTRIFICATION  LOANS 


107 


decision  of  July  21,  came  back  and  said,  in  effect,  “We  think  you  are 
wrong.  We  think  there  were  certain  parts  of  the  legislative  history 
that  you  omitted  which  would  result  in  a  different  interpretation.” 

I  would  like  to  read  the  portion  of  our  reply  of  October  15,  1958, 
which  deals  with  that  particular  area. 

Beginning  on  page  5  from  our  letter  of  October  15 : 

Your  Department  contends  that  certain  portions  of  the  debate  in  the  Senate, 
which  we  omitted  from  our  letter  of  July  21,  change  the  sense  of  the  debate 
and  indicate  authorization  to  serve  unserved  persons  in  area  purportedly  served 
by  another  supplier.  One  of  the  omitted  portions  reads  as  follows  (80  Con¬ 
gressional  Record  2751,  pt.  3)  : 

“Mr.  McNary.  I  agree  with  that,  but,  supposing  that  some  central  station  by 
the  construction  of  distribution  lines  and  transmission  lines  could  supply  the 
energy  needed  in  a  given  area,  could  the  money  be  used  for  that  purpose? 

“Mr.  Norris.  If  I  understand  the  Senator’s  question  correctly,  it  is  supposing 
some  locality  being  now  supplied  from  a  central  station,  might  it  be  possible  for 
that  central  station  to  extend  its  lines  further ;  and  would  the  Government  agency 
be  prohibited  from  entering  that  territory?  If  that  is  the  question,  I  think  not.” 
LEmphasis  added.] 

Senator  Holland.  Just  a  moment.  I  think  that  is  the  answer  to 
the  question,  Could  the  money  be  used - 

Mr.  Keller.  We  interpret  Mr.  Norris  answering  his  own  ques¬ 
tion — 

Senator  Holland.  It  is  the  answer  to  the  question  raised  by  Senator 
McNary,  Could  the  money  be  used  for  that  purpose,  and  the  answer 
says,  “If  that  is  the  question,  I  think  not.” 

All  right. 

Mr.  Ramsey.  Mr.  Chairman,  I  believe  that  may  be  the  wrong  inter¬ 
pretation.  I  believe  that  what  the  Senator  was  asking  was  whether 
they  were  prohibited  from  using  the  money  for  thatT  purpose,  and 
Mr.  Norris  says,  “I  think  not.” 

This  is  some  of  the  legislative  history  that  points  to  the  contrary 
that  was  cited  to  us  by  the  Department  of  Agriculture. 

Mr.  Keller.  Continuing  to  read  from  our  letter  of  October  15  : 

We  do  not  feel  that  the  above  quoted  colloquy - 

Senator  Holland.  What  page  is  that  ? 

Mr.  Keller.  Page  5,  sir — 

requires  a  different  conclusion  than  as  indicated  above ;  that  under  sections 
2  and  4  of  the  Rural  Electrification  Act  loans  may  not  be  made  for  the  purpose 
of  furnishing  electric  energy  to  persons  located  on,  i.e.,  adjacent  to,  powerlines 
(powerlines  running  alongside  of  or  to  their  property),  the  owner  of  the 
powerlines  furnishing  adequate  central  station  service  to  other  persons  located 
on  the  lines  at  reasonable  price  and  being  ready,  willing,  and  able  to  furnish 
the  same  to  these  unserved  persons.  As  we  understand  it,  Senator  McNary  was 
asking  whether  or  not  a  loan  might  be  made  to  furnish  electric  energy  to  a 
person  not  receiving  central  station  service  when  an  existing  central  station 
by  the  construction  of  distribution  and  transmission  lines  could  supply  the 
energy  needed  in  a  given  area  to  furnish  such  person  central  station  service. 
As  we  understand  Senator  Norris’  reply,  he  said,  in  effect,  that  if  the  question 
is  whether  in  the  case  where  an  existing  central  station  is  supplying  some 
locality  and  that  by  extending  its  lines  further  it  would  be  possible  to  serve 
more  of  the  general  area  or  locality,  would  the  Rural  Electrification  Adminis¬ 
tration  be  prohibited  from  making  a  loan  to  furnish  electricity  to  unserved 
persons  to  which  it  might  be  possible  for  the  central  station  to  extend  its  lines 
to  serve.  He  thought  not.  Our  letter  of  July  21  as  indicated  above  was  not 
intended  to  imply  that  a  loan  could  not  be  made  to  furnish  power  to  unserved 
persons  in  an  area  where  existing  central  stations  could  by  extending  their 
lines  furnish  central  station  service  to  such  persons.  However,  we  do  not  be- 
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lieve  that  Senator  Norris’  reply  to  Senator  MeNary’s  question  was  intended  to 
indicate  that  a  loan  might  be  made  to  furnish  an  unserved  person  where  the 
existing  central  station  was  willing  and  able  to  furnish  such  service  to  the 
unserved  person  and  could  do  so  without  extending  its  lines  and  would  do  so 
at  a  reasonable  price.  [Emphasis  added.] 

Senator  Aiken.  Do  you  mean  without  extending  its  lines,  or  with¬ 
out  rebuilding  its  lines  ? 

Mr.  Keller.  We  are  talking  about  an  extension,  sir. 

Senator  Aiken.  Suppose  that  the  person  who  was  furnishing  the 
service,  in  order  to  meet  the  new  requirements  had  to  rebuild  their 
lines?  Would  that  come  into  consideration,  or  was  it  a  new  line  in 
either  case? 

Mr.  Keller.  I  think  perhaps  it  would  depend  on  the  facts.  A  re¬ 
building  could  be  an  extension  before  you  got  through. 

Senator  Aiken.  Then  another  question  : 

Was  it  determined  that  the  railway  company  was,  in  fact,  furnish¬ 
ing  central  station  service,  or  was  the  railway  buying  from  somebody 
else  and  reselling?  Was  it  central  station  service  they  were  getting? 

Mr.  Keller.  It  is  my  understanding  that  the  railway  operated  their 
own  generators. 

Is  that  correct,  Mr.  Ramsey  ? 

Mr.  Ramsey.  That  is  my  understanding. 

Mr.  Keller.  In  fact,  at  least  in  some  of  their  correspondence  they 
indicated  they  wmuld  have  power  available,  particularly  because  of 
the  fact  they  had  recently  converted  to  diesel  locomotives;  therefore, 
they  probably  had  some  surplus  power. 

Senator  Holland.  You  mean  diesel  generators,  or  diesel  locomo¬ 
tives  ? 

Mr.  Keller.  Locomotives. 

Senator  Aiken.  Is  a  portable  diesel  generator  considered  central 
station  power  ? 

Senator  Holland.  You  said  they  had  converted  to  another  type 
of  locomotive. 

Mr.  Keller.  In  the  letter  of  October  4,  1955,  from  the  railway  com¬ 
pany,  it  was  stated : 

“Our  railroad” — I  can  put  the  whole  letter  in  the  record. 

Senator  Holland.  Without  objection,  the  whole  letter  referred  to 
will  be  placed  in  the  record. 

(  The  letter  referred  to  is  on  page — .) 

Senator  Holland.  Now  read  the  part. 

Mr.  Keller.  “This  proposal  con  linns  our  discussion  in  your  office 
oil  September  28,  1955,  relative  to  60-cycle  power  supply  to  your  pro¬ 
posed  new  plant  south  of  Lehigh,  Iowa.”  Under  paragraph  2(a)  the 
letter  says : 

“Our  railroad  was  completely  clieselized  on  August  1,  1955,  which 
has  released  powerplant  capacity  for  new  loads.” 

Senator  Holland.  Well,  that  doesn’t  mean - 

Mr.  Keller.  That  means  locomotives. 

Senator  Holland.  If  I  understand  that  statement,  it  doesn’t  mean 
at  all  or  suggest  that  they  were  furnishing  the  power  from  diesel  loco¬ 
motives,  but  it  states  that  since  the  locomotives  were  now  diesel  ones, 
that  they  didn’t  need  to  use  the  electric  power  which  they  were  for¬ 
merly  using  for  the  movement  of  trains,  and  that  gave  them  excess 
power. 
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Mi’.  Keller.  That  is  my  understanding. 

Senator  Holland.  Is  there  any  error  in  my  interpretation  thereof, 
and  if  so,  please  correct  me. 

Mr.  Keller.  Not  as  to  my  understanding. 

Senator  Ellender.  I  think  the  record  also  shows  that  the  people 
who  bought  from  the  railroad  had  bought  it  a  year  before,  over  a  year 
before  this  thing  happened.  Am  I  correct  in  that?  That  was  the 
testimony. 

Mr.  Keller.  I  think  it  was  purchased  in  March  1956. 

Senator  Ellender.  In  other  words,  the  lawyer  who  testified  here 
yesterday  for  the  electric  company  was  contending  that  this  loan 
shouldn’t  have  been  made,  stated  that  they  had  purchased  the  facility 
of  the  railroad  company  a  year  previously. 

Senator  Holland.  You  mean  purchased  the  power  facility  ? 

Senator  Ellender.  Yes ;  purchased  the  power  facilities,  that  is  what 
I  am  talking  about.  I  thought  that  was  the  subject. 

Senator  Holland.  That  is  what  we  are  talking  about. 

Senator  Ellender.  They  were  using  that  and  they  were  servicing 
the  concern  there,  what  was  the  name  of  it  ? 

Senator  Holland.  Lehigh. 

Senator  Ellender.  There  was  an  addition  to  this  facility.  The 
REA  came  in  and  on  that  basis  the  loan  was  made  to  them. 

Mr.  Keller.  There  was  a  difference  in  the  cycle  of  the  service  to  be 
furnished. 

Senator  Aiken.  Mr.  Chairman,  in  view  of  this  colloquy,  it  seems  to 
me  that  perhaps  the  incident  which  I  reported  off  the  record  a  few 
minutes  ago  ought  to  go  on  the  record,  and  that  is  the  case  where  the 
REA  had  run  a  thin  line  a,t  no  profit,  probably  some  loss,  to  be 
charged  to  the  other  members  into  a  certain  sparsely  settled  area.  A 
development  came  in  there  which  promised  to  use  a  good  deal  of 
electricity.  The  nearest  local  power  company  made  a  contract  to 
supply  that  electricity  in  territory  which  would  normally  have  been 
served  by  the  REA. 

The  only  right-of-way  was  owned  by  the  REA  and  that  was  the 
only  way  the  power  company  could  get  in  there.  The  REA  refused 
to  sell  them  their  right-of-way  so  they  could  go  in  and  pick  off  the 
profitable  customers. 

Thereafter,  the  power  company  moved  a  motor  in  there  and,  I  sup¬ 
pose,  at  a  very  high  cost,  furnished  the  electricity  to  carry  out  their 
contract.  I  believe  they  have  made  subsequent  arrangements,  and 
have  paid  the  REA  their  price  and  got  a  right-of-way  since,  as  I  un¬ 
derstand  it. 

But  what  I  want  to  make  clear  and  have  understood  is  whether  a 
corporation  can  move  into  an  REA  territory  with  a  portable  diesel 
plant  and  have  that  considered  as  central  power  or  not. 

Senator  Ellender.  You  mean  as  in  this  case  ? 

Senator  Aiken.  Whether  it  is  a  railway  locomotive  or  whatever  it  is 
to  generate  that  power.  I  think  that  is  important. 

Senator  Ellender.  Well,  Senator,  as  I  understood,  I  heard  the  wit¬ 
ness  yesterday,  he  said  that  he  was  furnishing  electricity  there  for 
over  5  years,  that  is,  his  concern. 

Senator  Aiken.  That  is  right. 
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Senator  Ellender.  They  were  furnishing  to  this  establishment  and 
many  others,  and  that  the  REA  came  into  the  picture  by  building  a 
special  line  solely  to  serve  this  new  facility  there,  and  that  was  the 
basis  on  which  they  were  allowed  this  money,  because  it  was  a  new 
concern,  and  even  though  the  people  who  were  there,  who  could  have 
furnished  the  electricity,  notwithstanding  that  REA  came  in. 

Senator  Aiken.  But  the  people  who  were  there,  as  I  understand  it, 
could  not  have  furnished  the  electricity  in  the  quantities  and  manner 
which  the  company  had  to  have  without  revamping  their  system. 
Whether  they  were  building  new  lines  or  whether  they  put  in  new 
equipment  or  what,  I  don’t  know.  But  I  think  it  is  important  to  de¬ 
termine  whether  a  utility  company  can  move  a  portable  outfit  into  an 
area  and  call  it  central  service. 

Senator  Holland.  Certainly,  in  my  opinion,  that  would  not  be  re¬ 
garded  ever  as  central  service. 

Let  the  witness  here  testify. 

Mr.  Keller.  I  would  think  not. 

Senator  Ellender.  Is  there  truth  in  the  fact  that  this  facility  was 
in  operation  a  year  before  this  new  facility  was  built  that  gave  the 
ground  for  REA  to  come  in  to  furnish  the  electricity  ? 

Mr.  Keller.  As  I  understand  it,  Senator  Ellender,  the  Lehigh  Pipe, 
one  of  their  plants,  had  been  in  operation  for  some  time - 

Senator  Ellender.  Yes. 

Mr.  Keller.  Lehigh  had  been  furnished  25-cycle  central  station 
service  by  the  railway. 

Now,  Lehigh  proposed  to  put  up  a  new  plant,  approximately  160 
feet  away,  and  that  is  when  the  negotiations  went  on,  apparently,  both 
with  REA  and  the  railway  company.  60-cycle  service  was  required. 

According^ to  our  records,  the  railway  company  did  offer  to  furnish 
60-cycle  service,  although  they  would  have  to  make  some  alterations  to 
their  lines  and  to  their  equipment  to  furnish  that  type  of  service. 

.  Senator  Ellender.  What  was  your  reason  for  declaring  this  to  be 
illegal  ? 

Senator  Holland.  If  you  will  allow  me  to  break  in,  Mr.  Chairman, 
I  think  before  you  came  in  we  had  asked  him  to  cite  his  reasons  for 
that,  and  he  read  them  out  of  the  Congressional  Record  debate  fully 

We  are  perfectly  willing  for  that  to  be  again  explored,  but  it  was 
fully  entered  into  the  record. 

Senator  Ellender.  That  is  all  right. 

Senator  Aiken.  There  is  one  other  important  angle  to  this.  The 
Comptroller  General  bases  his  reason  on  a  colloquy  taking  place  be¬ 
tween  Senator  McNarv  and  Senator  Norris,  as  I  understand  it. 

Mr.  Keller.  In  part,  that  is  correct. 

Senator  Aiken.  What  weighting  was  given  to  the  fact  that  for  20 
years  or  more  the  practices  of  the  REA  in  this  respect  had  none  un- 
challenned  ? 

Keller.  That,  of  course,  was  not  overlooked.  However,  I  will 
sav,  that  aftei  the  Department  of  Agriculture  replied  to  us  in  August 
where  they  made  a  very  firm  statement  that  it  had  been  the  interpreta¬ 
tion  of  the  act  over  the  years,  that  the  Congress  was  well  aware  of  the 
interpretation,  and  had  acquiesced  in  this  interpretation,  that  we  said 
“All  right,  you  need  not  collect  the  loan  back,  but  we  feel  that  we 
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should  report  to  Congress  to  make  sure  the  Congress  understands  the 
way  REA  is  interpreting  the  act.” 

Senator  Aiken.  Did  you  consider  that  your  letter  in  December  to 
the  Department  of  Agriculture  reversed  the  opinion  given  in  the 
earlier  letter — I  can’t  find  the  date  here — of  July  21,  1958,  where  you 
told  the  Department  that  the  loan  was  illegal  ?  Then  on  December  8 
you  further  advised  that  you  would  take  no  action  on  the  loan  or 
similar  loans. 

Did  you  consider  that  as  a  reversal  of  the  opinion  of  July  21  ? 

Mr.  Keller.  I  will  answer  that  this  way,  Senator  Aiken,  our  de¬ 
cision  of  July  21,  as  modified  by  our  letter  of  October  15,  is  still  our 
interpretation  of  the  act. 

As  I  have  said,  the  Department  has  made  a  very  good  case  as  to  the 
interpretation  of  the  act  since  1936,  and  has  very  firmly  and  clearly 
stated  that  Congress  is  aware  of  the  interpretation  by  REA.  Our 
position  is  that  we  feel  we  do  have  a  duty  to  report  this  type  of  trans¬ 
action  to  the  Congress,  but  in  the  absence  of  an  action  by  the  Congress 
saying,  in  effect,  that  REA’s  interpretation  is  wrong,  we  would  not 
take  any  action  on  this  loan  or  on  similar  loans. 

Now,  the  second  was  included  because  of  the  representations  which 
were  made  that  our  decisions  cloud  many  of  the  loans  made  in  the 
past  and  will  affect  future  loans. 

We  feel  that  we  have  interpreted  the  act  properly,  but  we  feel  also 
there  is  room  for  differences  of  opinion. 

Senator  Aiken.  Your  decision  that  you  will  not  undertake  to  collect 
this  or  similar  loans  pending  an  interpretation  by  the  Congress,  as 
stated  in  your  letter  of  December  8,  is  also  subject  to  revision  at  any 
time,  isn’t  it  ? 

Mr.  Keller.  Well - 

Senator  Aiken.  Or  some  future  Comptroller  General  might  say, 
“Well,  we  are  going  ahead  and  demand  that  these  loans  be  paid  back.” 

Mr.  Keller.  I  would  have  no  hesitancy  in  saying  as  far  as  the  pres¬ 
ent  Comptroller  General  is  concerned,  whom  I  consulted,  there  would 
be  no  revision.  Of  course,  I  could  not  speak  for  a  future  Comptroller 
General. 

Senator  Schoeppel.  I  did  not  hear  the  last,  please. 

Mr.  Keller.  I  cannot  speak  for  a  future  Comptroller  General. 

Senator  Schoeppel.  That  is  right. 

Senator  Aiken.  I  don’t  think  the  present  Comptroller  General 
would  go  back  on  that  statement,  either.  But  after  he  has  had  exper¬ 
ience  enough  on  the  job,  he  may  decide  to  take  another  job  and  we  may 
get  a  new  Comptroller  General. 

Mr.  Keller.  Well,  the  important  statement  in  our  letter  of  Decem¬ 
ber  8  is  we  are  not  going  to  take  any  action  on  this  loan - 

Senator  Aiken.  Or  previous  loan — but  you  do  not  say  you  would 
not  take  action  against  loans  which  might  be  made  from  now  on. 
Does  that  include  those  ? 

Mr.  Keller.  I  think  it  is  pretty  clear  we  do. 

Senator  Aiken.  You  do  ? 

Mr.  Keller.  May  I  read  that  particular  sentence,  Senator? 

Senator  Aiken.  All  right. 
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Mr.  Keller  (reading)  : 

Under  these  circumstances,  we  will  not  attempt  to  recover  any  future  similar 
loans, - 

Senator  Aiken.  I  see. 

Mr.  Keller  (continuing)  : 

Nor  take  other  action  concerning  the  present  administrative  practice  in  the 
absence  of  an  expression  of  congressional  intent  to  the  contrary. 

Senator  Aiken.  That  is  perfectly  clear,  I  would  say. 

That  is  all. 

Senator  Holland.  I  think  that  is  clear. 

Is  your  testimony  completed  ? 

Mr.  Keller.  Yes,  sir. 

Senator  Holland.  Senator  Talmadge. 

Senator  Talmadge.  Let  me  see  if  I  can  get  this  in  perspective.  I 
have  been  trying  to  attend  two  committee  meetings  at  once,  and  have 
heard  only  a  portion  of  the  testimony. 

It  is  the  contention  of  the  Comptroller  General’s  office  that  this  loan 
was  illegally  made  because  this  industry  was  already  served  by  an 
existing  power  company. 

Mr.  Keller.  Yes,  Senator;  that  is  essentially  correct.  There  are 
two  problems,  one,  as  to  whether  REA  can  serve  an  unserved  person 
regardless  of  any  circumstances.  In  other  words,  taking  an  extreme 
case,  you  have  an  unserved  person  or  plant,  that  is  covered  on  the 
four  sides  by  existing  powerlines  owned  by  private  companies.  Can 
REA  run  a  central  line  right  into  that  person  or  plant  regardless  of  the 
circumstances  ? 

The  second  question  is  a  factual  situation  as  to  whether  the  Lehigh 
plant  in  this  case  was  in  reality  an  unserved  person,  since  Lehigh  was 
receiving  central  station  service,  at  25  cycles,  and  the  utility  that  was 
furnishing  the  service  made  an  offer  to  furnish  60-cycle  service  which 
they  needed  for  their  plant. 

We  thought,  and  think,  factually,  that  Lehigh  is  not  an  unserved 
person  under  the  act. 

Senator  Talmadge.  As  I  understand  it,  they  needed  to  build  a  new 
plant,  did  the}7  not  ? 

Mr.  Keller.  Yes,  sir,  they  needed  to  do  that. 

Senator  Talmadge.  Adjacent  to  or  contiguous  to  the  old  plant? 

Mr.  Keller.  As  I  understand  it,  it  is  160  feet  away. 

Senator  Talmadge.  At  that  point  their  need  for  power  was  dif¬ 
ferent  from  the  existing  power  they  had  previously  received. 

Mr.  Keller.  That  is  right. 

Senator  Talmadge.  In  other  words,  they  wanted  to  have  an  in¬ 
crease  from  25-cycle,  to  60-cycle  power  ? 

Mr.  Keller.  That  is  correct,  Senator. 

Senator  Talmadge.  The  private  utility  was  unable  to  furnish  the 
60-cycle  power,  is  that  the  situation  ? 

Mr.  Keller.  According  to  our  records,  they  made  an  offer  to  fur¬ 
nish  60-cycle  power. 

Senator  Talmadge.  They  made  an  offer  to  furnish  60-cycle  power 
after  the  company  told  them  that  would  be  the  basis  of  their  needs? 

Mr.  Keller.  Yes,  sir. 

Senator  Talmadge.  What  happened  at  that  point  ? 
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Mr.  Keller.  There  were  negotiations  being  carried  on  by  Lehigh 
with  both  the  railway  company,  that  is  the  private  utility,  and  with 
the  cooperative.  Offers  were  made  by  the  railway  company  to  fur¬ 
nish  60-cycle  power.  Also  offers  were  made  by  the  cooperative. 

Senator  Talmadge.  Wait  a  minute.  Did  the  company  reject  the 
offer  of  the  private  utility  ? 

Mr.  Keller.  Well,  I  assume  they  did.  I  don’t  have  a  record  of 
it,  but  they  didn’t  take  it. 

Senator  Talmadge.  Do  you  know  on  what  basis  they  rejected  it? 

Mr.  Keller.  I  can’t  be  sure,  Senator,  but  I  assume  that  the  rate 
was  too  high. 

I  have  just  been  advised  that  Lehigh  felt  that  on  the  basis  of  the 
rate  they  felt  they  couldn’t  produce  products  at  a  competittive 
price. 

Senator  Talmadge.  Then,  at  that  point,  it  became  a  competition  for 
electrical  power  rates,  did  it  not  ? 

Mr.  Keller.  I  would  think  so ;  yes,  sir. 

Senator  Talmadge.  Was  the  loan  of  the  REA  pending  at  the  time 
this  negotiation  was  going  on,  or  subsequent  thereto  ? 

Mr.  Keller.  The  loan  was  originally  approved  by  REA  on  Sep¬ 
tember  9,  1955,  but  it  was  not  until  June  1956  that  the  “Lehigh  Tap” 
was  approved. 

Senator  Talmadge.  When  did  the  need  for  60-cycle  power  arise? 

Mr.  Keller.  Sometime  prior  to  that  date,  at  least  the  plant  was 
scheduled  to  be  built  or  was  under  construction. 

Senator  Talmadge.  Was  the  application  of  the  REA  loan  filed 
subsequent  to  the  need  for  the  60-cycle  power  in  that  area  ? 

Mr.  Keller.  I  do  not  know  the  date  the  application  for  the  $11 
million  loan  was  filed. 

Senator  Talmadge.  Was  the  loan  granted  for  the  purpose  of  serv¬ 
ing  only  this  one  user,  or  did  it  also  involve  other  elements  ? 

Mr.  Keller.  Well,  it  was  a  part  of  a  loan  made  by  REA  to  the 
Central  Iowa  Power  Cooperative  in  the  amount  of  $11,173,000.  A 
part  of  this  loan,  approximately  $120,000,  was  for  the  purpose  of 
including  a  line  into  the  Lehigh  plant. 

Senator  Talmadge.  And  the  GAO’s  position  or  objection  is  only 
predicated  on  the  $120,000  of  this  $11  million  loan  ? 

Mr.  Keller.  That  is  correct,  sir. 

Senator  Talmadge.  Because  you  contend  that  it  was  to  serve  a  cus¬ 
tomer  then  served,  in  the  terms  of  the  act,  by  an  existing  utility 
company  ? 

Mr.  Keller.  Yes,  sir. 

Senator  Talmadge.  I  think  I  understand  the  situation  now.  Thank 
you  very  much. 

Senator  Holland.  I  suggest  unless  there  is  objection,  that  the  letter 
of  December  8  also  be  included  in  the  record. 

May  I  ask  this,  and  I  hope  the  committee  will  follow  this :  I  hope 
that  all  persons  of  interest  in  this  matter  check  the  correspondence 
that  has  been  submitted  with  the  idea  of  seeing  whether  there  is  any¬ 
thing  in  the  negotiations  that  is  covered  by  correspondence  that  has 
not  been  admitted  to  the  record,  and  if  they  find  any  such  item,  that 
they  put  it  in  so  we  will  have  the  whole  story  in  the  record. 

Is  there  any  objection  to  that? 
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Senator  Aiken.  Here  is  another  thing,  Mr.  Chairman,  this  letter  of 
the  Fort  Dodge,  Des  Moines  &  Southern  Railway  to  the  pipe  and  tile 
company  of  May  19,  1955,  is  in  the  record.  That  sets  forth  the  terms 
and  rates  and  service  charges  and  the  fact  that  they  would  have  to  re¬ 
build  14  miles  of  line. 

I  think  perhaps  we  should  have  the  rates  which  the  REA  finally  put 
the  power  in  there  for  included  in  the  record,  also,  with  a  statement 
from  the  REA  Administrator  so  that  a  comparison  will  be  available. 

Senator  Holland.  If  that  is  not  already  in  the  record  in  the  shape 
of  correspondence,  or  in  the  testimony  of  Mr.  Hamil,  or  otherwise,  the 
committee  requests  that  it  be  placed  in  the  record  by  Mr.  Hamil  as 
Administrator. 

Is  that  agreeable  to  the  committee  ? 

Senator  Schoeppel.  Yes.  I  think  that  would  be  pertinent,  very 
much  so,  by  reason  of  the  fact  that  there  was  a  negotiation,  appar¬ 
ently,  on  the  basis  of  what  the  rates  would  be  or  how  they  could  serve. 

(The  information  requested  above  is  as  follows:) 

The  November  25,  1955,  contract  between  Greene  County  Rural  Electric  Co¬ 
operative  and  Lehigh  Sewer  Pipe  &  Tile  Co.  established  the  following  rate  sched¬ 
ule  for  the  service : 

Rate  Schedule  LP-1 

A  demand  charge  of  $2  per  month  per  kilowatt  demand,  plus  energy  charges  of — 
1  cent  per  kilowatt-hour  for  the  first  100  kilowatt-hours  used  per  month  per 
kilowatt  demand,  and,  0.7  cent  per  kilowatt-hour  for  the  remaining  kilo¬ 
watt-hours  used  per  month ;  and  a  minimum  charge  of  $500  per  month. 

The  contract  listed  various  monthly  bills  based  on  an  assumed  monthly  kilo¬ 
watt  demand  of  1,000  kilowatts  as  follows : 


Kilowatt-hours 

First  million 
at  1  cent 

Over  100,000 
at  7  cents 

Demand 

charge 

Total  bill 

0 _ _ 

$500 

50,000  _ _ _ _ _ _ 

$500 

$2, 000 
2,000 
2,000 
2,000 

2,  500 

100,000 _ _ _ 

1,000 
1, 000 
1,000 
1,000 

3. 000 

150,000 _ _ _ _ _ _ _ 

$350 

3,350 
3, 700 
4,400 

200 ' 000 _ _ 

700 

300 ’ 000 . . . - . 

1,400 

2, 000 

The  contract  includes  a  provision  for  semiannual  adjustment  of  demand  and 
energy  charges  to  reflect  increases  or  decreases  in  the  wholesale  cost  to  the 
cooperative  from  its  power  supplier  at  the  substation  at  the  Lehigh  plant  site 
for  power  and  energy  during  the  preceding  12-month  period.  The  adjusted 
charges  apply  to  power  and  energy  sold  during  the  succeeding  6-month  period. 

Senator  Aiken.  Tlie  railway’s  terms  are  set  forth  in  a  letter  which 
was  put  in  the  record  yesterday. 

Senator  Schoeppel.  I  see. 

(For  letter  referred  to  above  see  p.  72.) 

Senator  Aiken.  But  the  question  which  arises  is  whether  an  offer 
to  serve  at  a  rate  which  the  tile  company  might  consider  prohibitive, 
in  fact,  an  offer  to  serve - 

Senator  Holland.  Off  the  record. 

(Discussion  off  the  record.) 

Senator  Holland.  Senator  Schoeppel. 

Senator  Schoeppel.  I  have  no  further  questions.  Sorry  I  was  not 
here  at  the  beginning. 

Senator  Holland.  Senator  Ellender. 
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Senator  Ellender.  I  have  no  further  questions. 

Senator  Holland.  Senator  Aiken. 

Senator  Aiken.  No. 

Senator  Holland.  Thank  you,  Mr.  Keller. 

(The  prepared  testimony  of  Mr.  Keller  is  as  follows :) 

Mr.  Chairman  and  members  of  the  subcommittee,  we  appreciate  the  invitation 
to  appear  before  your  subcommittee  on  Senate  Resolution  21,  which,  in  effect, 
would  indicate  the  sense  of  the  Senate  is  that  Rural  Electrification  Act  of  1936, 
as  amended,  should  continue  to  be  interpreted  to  authorize  the  making  of  loans 
for  the  construction  of  facilities  to  bring  electric  service  to  persons  who  are  in 
fact  not  receiving  central-station  service,  and  to  continue  to  serve  those  presently 
being  served,  in  accordance  with  letters  of  the  Acting  Secretary  of  Agriculture 
of  August  7,  1958,  and  October  29, 1958,  to  the  Comptroller  General. 

At  the  outset  we  wish  to  say  that  we  have  no  objection  to  the  approval  of 
Senate  Resolution  21.  It  would  clarify  a  difference  of  opinion  existing  between 
our  Office  and  the  Department  of  Agriculture  on  the  interpretation  of  the  REA 
Act.  Our  letters  to  the  Secretary  of  Agriculture  pertaining  to  this  matter, 
particularly  those  of  October  15  and  December  8,  1958,  stated  quite  clearly  that 
the  only  action  we  proposed  to  take  in  connection  with  the  loan  in  question,  and 
the  interpretation  of  the  REA  was  to  report  the  matter  to  the  Congress  for 
whatever  action  the  Congress  might  consider  appropriate.  In  fact,  we  advised 
the  Secretary  of  Agriculture  we  would  take  no  other  action  in  connection  with 
the  particular  loan  that  was  considered,  or  any  action  on  future  similar  loans 
in  the  absence  of  an  expression  of  congressional  intent  to  the  contrary. 

The  decisions  of  the  Comptroller  General  resulted  from  a  loan  made  by  the 
Rural  Electrification  Administration  (REA)  to  the  Central  Iowa  Power  Coop¬ 
erative  (Cipco).  By  letter  dated  October  10,  1957,  the  Iowa-Illonois  Gas  & 
E'ectric  Co  ( Iowa-Illinois)  called  our  attention  to  a  loan  of  $11,173,000  to 
Cipco.  This  loan  was  approved  September  9,  1955,  by  the  Acting  Administrator 
of  REA.  The  loan  was  for  the  purpose  of  financing  the  construction  by  Cipco 
of  certain  electric  generation  and  transmission  facilities,  including  20  miles  of 
line  designated  as  the  “Lehigh  tap”  at  an  estimated  cost  of  $120,000.  The 
primary  purpose  of  the  Lehigh  tap  apparently  was  to  enable  Cipco  to  furnish 
one  of  its  member  cooperatives,  Greene  County  Rural  Electrification  Cooperative 
(Greene  County),  a  supply  of  power  for  a  large  power  load — proposed  new 
plant  of  Lehigh  Sewer  Pipe  &  Tile  Co.  (Lehigh) — in  the  vicinity  of  Lehigh, 
Iowa. 

Lehigh  already  had  a  plant  that  was  being  furnished  25-cycle  electric  service 
by  the  Fort  Dodge,  Des  Moines,  &  Southern  Railway  Co.  (Railway) — the  prede¬ 
cessor  of  Iowa-Illinois — at  the  time  the  loan  to  Cipco  was  made.  Prior  to 
the  making  of  the  loan  Lehigh  decided  to  build  another  building  or  plant  on 
the  same  tract  of  ground  approximately  160  feet  away  from  its  existing  plant 
and  operate  both  plants  as  separate  entities,  although  to  a  certain  extent  using 
common  facilities.  Lehigh  contemplated  using  machinery  in  the  new  plant 
which  would  require  60-cycle  electric  service.  Railway  by  letter  dated  May  19, 
1955,  and  again  orally  on  September  28,  1955  (confirmed  by  letter  dated  October 
4,  1955),  offered  to  furnish  Lehigh  60-cycle  electric  service  for  its  proposed  new 
plant.  Lehigh  did  not  accept  such  service  from  Railway  on  the  ground  that 
the  rate  quoted  by  Railway  would  prevent  Lehigh  from  producing  its  products 
at  a  competitive  price.  Apparently  during  the  same  period  Lehigh  entered  into 
negotiations  with  Greene  County  for  60-cycle  service  and  subsequent  to  the  date 
of  the  loan  (September  9,  1955)  entered  into  a  contract  with  Greene  County 
for  such  service  for  its  new  plant. 

Greene  County  in  October  1955  submitted  for  REA  approval  a  contract  for 
electric  service  between  it  and  Lehigh.  Also,  Cipco  submitted  plans  and  speci¬ 
fications  providing  for  construction  of  the  Lehigh  tap  to  serve  Greene’s  new 
substation.  It  appeared  that  the  proposed  electric  service  to  Lehigh  was  the 
principal  justification  for  the  transmission  line  tap  and  new  substation.  As 
indicated  above,  the  funds  ($120,000)  for  construction  of  this  line  were  included 
in  the  $11,173,000  loan  made  by  REA  to  Cipco  on  September  9,  1955.  It  ap¬ 
pears  from  the  record  that  the  power  contract  was  returned  to  Greene  without 
approval  in  November  1955  and  that  REA  approval  to  construct  the  transmission 
line  and  substation  was  also  withheld.  Apparently  REA  withheld  approval 
of  the  power  contract  for  construction  of  the  Lehigh  tap  on  the  ground  that 


116 


RURAL  ELECTRIFICATION  LOANS 


Lehigh  was  already  receiving  central  station  service  from  Railway,  since, 
Lehigh  at  its  existing  plant  was  receiving  25-c.vcle  service  from  that  company. 

In  April  1956,  Greene  County  and  Cipco  again  requested  approval  of  a  con¬ 
tract  for  electric  service  between  Greene  County  and  Lehigh  and  apparently 
REA  approval  to  use  $120, 000  of  the  loan  funds  to  construct  the  Lehigh  tap. 
The  record  disclosed  that  the  Greene  County-Lehigh  power  contract  was  ap¬ 
proved  in  June  of  1956,  together  with  the  approval  of  the  proposed  construction 
of  the  Lehigh  tap.  The  basis  of  the  approval  was  that  Lehigh  in  its  new  plant 
was  not  receiving  central  station  service.  Such  conclusion  was  apparently 
based  on  certain  facts  presented  by  Greene  County  and  Cipco  to  REA  to  the 
effect  that  the  proposed  contract  contemplated  service  not  to  the  existing  Leliigli 
plant,  nor  to  an  extension  of,  or  addition  to,  the  existing  plant  but  to  a  com¬ 
pletely  new,  separate,  and  independent  plant. 

Iowa-Illinois  protested  to  the  Comptroller  General  the  approval  of  that 
part  of  the  loan  ($120,000)  for  the  construction  of  the  Lehigh  tap  upon  the 
ground  that  Lehigh  was  receiving  central  station  service  at  the  time  the  loan 
was  approved. 

On  October  28,  1957,  we  forwarded  Iowa-Illinois  letter  of  October  10,  1957, 
to  the  Department  of  Agriculture  for  a  report.  The  Department’s  report  wms 
furnished  on  December  3,  1957.  After  consideration  of  this  report,  and  an 
additional  report  dated  May  5,  1958,  we  advised  the  Secretary  of  Agriculture 
by  letter  of  July  21,  1958,  that  in  our  view,  the  legislative  history  of  the  central 
station  service  limitation  (secs.  2  and  4  of  the  REA  Act)  disclosed  that  its 
purpose  was  to  exclude  loans  of  the  type  involved.  That  is,  it  was  intended  to 
exclude  loans  for  the  purpose  of  paralleling  existing  systems  or  creating  com¬ 
petition  with  existing  facilities.  We  further  stated  in  that  letter  that  aside 
from  the  legislative  history  we  were  of  the  view  that  where  a  new  building 
or  plant  of  an  industrial  company  is  located  approximately  160  feet  from  an  old 
building  or  plant  of  the  same  company  on  the  same  tract  of  ground  and  the 
old  plant  is  receiving  central  station  service  from  a  i>ower  supplier  who  has 
offered  to  furnish  adequate  central  station  service  to  the  new  plant,  there  ap¬ 
peared  little  basis  for  considering  the  new  plant  a  person  not  receiving  central 
station  service  so  as  to  authorize  the  making  of  a  loan,  or  the  use  of  loan  funds, 
under  section  4  of  the  Rural  Electrification  Act  for  the  purpose  of  constructing 
facilities  to  furnish  electric  service  to  the  new  plant.  We  advised  the  Secre¬ 
tary  that  unless  he  recovered  from  CIPCO  the  amount  advanced  to  construct 
the  Lehigh  tap,  we  would  be  required  to  report  the  matter  to  the  Congress. 

By  letter  dated  August  7,  1958,  the  Acting  Secretary  of  Agriculture  requested 
that  we  reconsider  our  letter  of  July  21,  1958.  Among  other  things  he  advised 
us  that  REA  has  kept  the  Congress  fully  informed  of  its  activities  over  the 
years  and  indicated  that  the  Congress  acquiesced  in  REA’s  making  loans  for 
the  purpose  of  serving  any  unserved  persons ;  and  that  it  has  been  REA’s  uni¬ 
form  administrative  practice  over  the  past  22  years  to  make  loans  to  bring 
electric  service  to  all  unserved  persons  in  rural  areas,  and  reiterated  that  this 
has  been  so  without  regard  to  the  “availability”  of  service  from  other  sources. 

By  letter  dated  October  15,  1958,  to  the  Secretary  of  Agriculture,  we  clarified 
our  letter  of  July  21,  1958.  We  advised  the  Secretary  that  we  contemplated 
only  situations  where  the  unserved  person  was  located,  in  effect,  on,  i.e.,  along¬ 
side  of,  existing  powerlines,  and  the  owner  of  the  lines  was  ready,  willing,  and 
able  to  furnish  adequate  central  station  service  at  a  reasonable  price.  We 
also  reiterated  our  view  that  under  the  facts  and  circumstances  in  the  instant 
case  there  was  little  basis  for  considering  the  new  plant  of  Lehigh  a  person  not 
receiving  central  station  service.  We  then  stated  that  the  long  continued  ad¬ 
ministrative  practice,  as  reported  by  the  Acting  Secretary,  if  carried  on  with 
congressional  knowledge,  would  tend  to  support  the  Department’s  position  or,  at 
least,  indicate  congressional  acquiescence  in  the  practice  followed  by  the  De¬ 
partment.  Therefore,  we  advised  the  Secretary  that  we  would  take  only  such 
action  as  might  be  necessary  to  insure  congressional  knowledge  of  REA’s  inter¬ 
pretation  of  the  act  and  the  practices  followed  by  including  the  matter  in  our 
next  audit  report  to  the  Congress  on  REA  activities  for  whatever  action  the 
Congress  might  deem  appropriate;  and  that  no  action  need  be  taken  by  the 
Department  to  recover  back  the  $120,000  before  it  fell  due. 

By  letter  dated  October  29,  1958,  the  Acting  Secretary  of  Agriculture  trans¬ 
mitted  for  our  informattion  the  Department’s  analysis  of  the  points  made  in 
our  letter  of  October  15,  1958,  and  again  advised  that  the  Department  disagreed 
with  our  conclusions  in  the  matter.  By  letter  dated  December  8,  1958,  we  again 
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advised  the  Secretary  of  Agriculture  that  under  the  facts  and  circumstances 
we  would  take  no  action  to  recover  the  specific  loan  under  consideration  and 
would  not  attempt  to  recover  any  future  similar  loans  or  take  other  action 
concerning  the  present  administrative  practice  of  REA  in  the  absence  of  an 
expression  of  congressional  intent  to  the  contrary. 

Senator  Holland.  Now,  the  next  witness  is  Mr.  Angus  McDonald, 
coordinator  of  the  division  of  legislative  services,  National  Farmers 
Union. 

Is  Mr.  McDonald  here  ? 

Mr.  McDonald.  Yes,  sir. 

Senator  Holland.  Before  you  testify,  Mr.  McDonald,  Senator 
Aiken  has  called  my  attention  to  the  fact  that  the  committee  wished 
to  hear  from  the  counsel  for  the  public  utility  as  to  why  the  timing 
of  the  complaint  of  the  public  utility  was  as  it  was. 

Will  you  identify  yourself  and  let  Senator  Aiken  ask  you  a  question 
which  he  lias  in  mind  ? 

STATEMENT  OF  HENRY  T.  RATHBTJN,  REPRESENTING  THE  IOWA- 
ILLINOIS  GAS  &  ELECTRIC  CO. 

Mr.  Rath  bun.  Yes,  Mr.  Chairman. 

I  am  Henry  Rathbun.  My  firm,  Wilmer  &  Broun,  in  Washington, 
has  acted  as  counsel  for  Iowa-Illinois  Gas  &  Electric  Co.  in  litigating 
the  loan  which  is  here  under  discussion.  As  the  chairman  appre¬ 
ciates,  I  did  not  come  here  today  intending  to  appear  as  a  witness, 
rather  as  an  observer,  but  I  am  more  than  glad  to  answer  Senator 
Aiken’s  question. 

Senator  Holland.  All  right.  Senator  Aiken,  you  may  proceed  to 
address  your  questions  to  this  witness. 

Senator  Aiken.  This  loan  by  the  REA  was  approved  in  September 
1955.  The  complaint  of  the  Iowa-Illinois  Co.  was  made  on  October 
10, 1957. 

Senator  Holland.  Will  you  identify  the  complaint  ? 

Senator  Aiken.  I  am  getting  it  from  the  testimony  of  Mr.  Whit¬ 
more,  on  page  3  of  his  statement : 

Being  advised  that  the  Comptroller  General  has  statutory  obligations  to 
investigate  all  matters  relating  to  the  disbursement,  application  of  public  funds, 
to  superintend  the  recovery  of  all  debts  to  the  United  States,  and  to  report  to 
Congress  every  expenditure  and  contract  made  by  Federal  agencies  in  violation 
of  law,  we  decided  we  should  bring  the  situation  to  the  attention  of  the 
Comptroller  General. 

We  did  so  by  a  letter  on  October  10,  1957,  which  requested  the  Comptroller 
General  to  investigate  and  consider  the  matter  and  to  take  appropriate  action 
if  he  found  the  loan  to  be  illegal. 

Now,  that  complaint  was  made  2  years  after  the  loan  was  approved, 
and  I  was  wondering  why  the  utility  company  did  not  complain 
against  making  the  loan  at  the  time  it  was  made. 

Senator  Ellender.  Senator  Aiken,  would  you  permit  me  to  try  to 
clarify  something  here  ? 

You  say  the  loan  was  made  in  September  1955. 

Senator  Aiken.  September  1955,  that  is  right. 

Senator  Ellender.  That  is  a  $11,173,000  loan,  but  at  the  same  time 
in  November,  REA  did  not  approve  the  use  of  $120,000  for  this  pur¬ 
pose,  as  I  understand  it. 

Am  I  correct  in  that  ? 
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Mr.  Rathbun.  That  is  correct. 

Senator  Ellender.  That  is  correct.  The  REA  did  not  approve 
the  proposed  contract  with  the  new  Lehigh  plant  and  use  of  $120,000 
to  construct  the  new  transmission  line,  that  was  disapproved  by  the 
REA  in  November  1955. 

Senator  Aiken.  In  November  1955  ? 

Senator  Ellender.  Yes,  sir;  that  is  right. 

Senator  Aiken.  Do  you  have  the  date  there  when  it  was  finally 
approved  ? 

Senator  Ellender.  In  June  of  1956  the  REA  approved  contract 

with  Lehigh  and  use  of  $120,000  to  construct - 

Senator  Aiken.  That  means  there  was  an  18-month  instead  of  a  24- 
month  delay.  That  was  quite  a  long  delay  between  the  actual  grant¬ 
ing  of  the  loan  and  the  complaint  by  the  utility. 

Senator  Ellender.  I  just  wanted  to  get  the  record  clear. 

Senator  Aiken.  I  was  wondering  why  they  did  not  complain 
promptly,  or  why  they  did  not  enter  the  complaint  at  the  time  they 
must  have  known  that  the  loan  was  applied  for. 

Senator  Ellender.  They  knew  also  that  it  had  been  refused,  vou  see, 
back  in  1955.  ’ 

Senator  Aiken.  There  was  still  an  18-montli  period  lapse  between 
the  granting  of  the  loan  and  the  complaint. 

Senator  Ellender.  I  just  wanted  to  get  the  record  clear,  because  I 
heard  a  good  deal  of  the  testimony  yesterday. 

Senator  Holland.  I  think  the  question  is  clarified.  The  witness  will 
answer  it  as  he  see  fit. 

,  Mr.  Eatiibun.  Senator  Aiken,  I  am  glad  to  put  in  the  record  the 
timetable  regarding  the  loan  and  the  Iowa-Illinois  submission  to  the 
Comptroller  General. 

As  you  have  indicated,  the  original  loan  of  some  $11  million  was 
first  approved  on  September  9, 1955. 

Senator  Aiken.  That  is  right. 

Mr.  Ratiibun.  As  Senator  Ellender  has  pointed  out,  and  as  I  be¬ 
lieve  was  stated  in  testimony  by  Department  of  Agriculture  witnesses 
yesterday,  the  Greene  County  Co-op-Lehigh  Pipe  contract  was  dis¬ 
approved  by  the  REA  and  was  returned  without  their  approval  in 
November  of  1955. 

Subsequently,  I  believe  in  June  of  1956,  the  REA  reapproved  this 
loan  of  $120,000  to  construct  the  Lehigh  tap. 

On  August  28,  1956,  the  co-op  was  granted  a  franchise  to  construct 
this  line  by  the  Iowa  State  Commerce  Commission. 

On  August  31,  1956,  3  days  later,  Iowa-Illinois  filed  a  complaint  in 
the  U.S.  District  Court  for  the  District  of  Columbia  asking  for  a  dec¬ 
laration  of  its  rights  and  filed  a  motion  for  preliminary  injunction 
against  carrying  out  this  loan. 

That  action  was  filed  by  Iowa-Illinois  on  the  theory  that  it  was  a 
party  adversely  affected  or  aggrieved  by  an  illegal  REA  loan,  and  that 
under  the  Administrative  Procedure  Act  it  had  a  right  to  go  into  court 
and  test  the  legality  of  that  allegedly  illegal  action. 

The  district  court  denied  the  motion  for  preliminary  injunction  on 
September  24,  1956,  on  the  ground  that  a  previous  decision  required 
it  to  hold  that  Iowa-Illinois  did  not  have  standing  to  litigate  the  legal¬ 
ity  of  the  loan  in  question. 

Senator  Aiken.  Why  did  it  not  have  the  standing  to  litigate  that? 
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Mr.  Rathbun.  We,  of  course - 

Senator  Aiken.  You  mean  it  was  not  a  proper  party  to  bring  up 
that  particular  case;  is  that  it? 

Mr.  Rathbun.  That  is  correct;  that  a  utility  company  cannot  go 
into  the  courts  of  the  United  States,  although  concededly  they  are 
adversely  affected  or  aggrieved  by  a  loan,  to  litigate  whether  or  not 
that  loan  is  within  the  statutory  authority  of  the  act. 

Mr.  Whitmore  testified  yesterday  that  he  thought  this  committee 
should  give  serious  consideration  to  amendment  of  the  Rural  Elec¬ 
trification  Act  to  provide  that  this  agency  should  not  be  permitted  to 
operate  without  judicial  scrutiny  of  its  loans. 

Nevertheless,  the  status  of  the  law  today  is  that  a  private  power 
company  cannot  go  into  the  courts  of  this  country,  although  con¬ 
cededly  they  are  adversely  affected  or  aggrieved,  by  an  REA  loan,  to 
test  the  legality  of  such  loan. 

That  situation,  we  submit,  should  be  remedied,  sir. 

Senator  Aiken.  Could  the  Iowa  Utilities  Commission  have  taken 
the  matter  to  court?  They  had  already,  of  course,  decided  in  favor 
of  granting  the  REA  franchise,  however. 

Mr.  Rathbun.  That  is  right.  This  is  not,  however,  Senator  Aiken, 
a  public  service  commission. 

Senator  Aiken.  I  understand  that. 

Senator  Holland.  May  I  ask  a  question  there  ? 

Senator  Aiken.  Certainly,  Mr.  Chairman. 

Senator  Holland.  Under  the  decisions  which  you  mention,  and  the 
decision  in  this  instant  case,  is  there  any  proper  party  to  bring  the 
matter  into  a  district  court  of  the  United  States  that  has  jurisdiction? 

Mr.  Rathburn.  Under  the  state  of  the  law  as  it  now  stands  as  a  re¬ 
sult  of  decisions  of  the  Court  of  Appeals  for  the  District  of  Columbia 
Circuit,  there  is  no  such  party. 

Senator  Aiken.  Then  no  action  could  have  been  taken  under  the 
laws  of  the  State  of  Iowa  ? 

Mr.  Rathbun.  I  think  not,  sir. 

Senator  Schoeppel.  Was  that  decision  of  the  district  court  in  this 
district  appealed  from  ? 

Mr.  Rathbun.  It  was,  Senator  Schoeppel.  I  was  going  to  come  to 
that. 

Senator  Schoeppel.  I  see.  Go  ahead. 

Mr.  Rathbun.  We  promptly  filed  a  notice  of  appeal,  and  by  deci¬ 
sion  of  February  28,  1957,  the  Court  of  Appeals  for  the  District  of 
Columbia  Circuit  affirmed  the  ruling  of  the  district  court. 

We  filed  a  petition  for  writ  of  certiorari  in  the  Supreme  Court. 
That  petition  was  filed  later  in  1957. 

I  believe  that  answers  Senator  Aiken’s  question  as  to  why  it  was 
not  until  October  10, 1957,  that  this  matter  was  raised  with  the  Comp¬ 
troller  General.  We  still  hoped  to  get  a  determination  in  the  courts. 

Senator  Aiken.  Well,  I  am  glad,  in  fact  I  regard  your  statement 
as  supporting  my  own  position,  that  changes  in  the  REA  law  or 
program  should  be  effected  through  legislative  action  rather  than 
through  opinions  of  the  Comptroller  General  or  anyone  else. 

Senator  Holland.  I  don’t  think  you  have  clearly  stated  this,  but 
I  understand  that  you  wish  the  record  to  reflect  that  your  petition 
for  certiorari  is  still  pending,  is  that  correct? 
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Mr.  R  athbun.  No,  sir;  our  petition  for  certiorari  has  been  denied. 

Senator  Holland.  I  see.  That  should  show. 

Mr.  Rathbun.  I  agree. 

Senator  Ellender.  When  was  that  denied,  and  how  long  thereafter 
did  you  apply  to  the  GAO  for  relief  ? 

Mr.  Rathbun.  The  situation  was  this,  Senator  Ellender,  we  filed 
a  petition  for  a  writ  of  certiorari  on  May  28,  1957.  The  letter  of 
October  10,  1957,  was,  in  fact,  delivered  by  my  office  to  the  Comptrol¬ 
ler  General  on  October  14,  1957.  That  was  the  same  day  that  the 
Supreme  Court  met  for  the  first  time  that  term,  and  could  have  been 
expected  to  decide  whether  the  petition  for  certiorari  was  granted  or 
denied. 

The  Supreme  Court  took  no  action  on  our  petition  because,  as  it 
turned  out,  there  was  pending  another  case  which  could  have  decided 
this  question,  and  we  believed,  and  I  think  the  events  demonstrated 
we  were  correct,  that  our  petition  was  being  held  pending  the  deter¬ 
mination  of  this  other  case. 

The  other  case  we  cited  as  a  conflict.  In  that  case  the  second  cir¬ 
cuit  had  held  that  a  party  adversely  affected  or  aggrieved  by  the 
action  of  a  different  Federal  agency  had  standing  to  come  into  court 
and  contest  the  legality. 

Senator  Holland.  What  was  the  style  of  that  case  ? 

Mr.  Rathbun.  Panama  Canal  Company  v.  Grace  Line ,  Inc. 

The  Supreme  Court,  in,  I  believe,  April  of  1958,  decided  the  Grace 
Line  case  on  another  ground.  It  ordered  that  case  dismissed,  and 
the  conflict  which  we  alleged  was  thereby  nullified  as  judicial  prece¬ 
dent.. 

The  following  week,  on  May  5, 1958,  the  Supreme  Court  denied  our 
petition  for  a  writ  of  certiorari. 

Senator  Aiken.  I  think  the  witness  answered  my  question  very 
fully. 

Senator  Holland.  I  think  the  chronology  of  the  matter  is  pretty 
well  established. 

Are  there  questions  from  any  member  of  the  committee  ? 

Senator  Talmadge.  Mr.  Chairman,  I  have  one. 

Mr.  Rathbun,  is  there  any  aggrieved  or  complaining  party  who 
could  litigate  a  situation  such  as  this  ? 

Mr.  Rathbun.  Under  the  present  state  of  the  law,  Senator  Tal¬ 
madge,  I  think  there  is  not,  and  may  I  take  this  opportunity  to  urge 
the  members  of  the  subcommittee  who  were  not  here  when  Mr.  Whit¬ 
more  testified,  to  read  his  testimony.  I  realize  that  the  chairman  was 
courteous  enough  to  allow  Mr.  Whitmore  to  adhere  to  his  main  sched¬ 
ule  for  getting  back  to  Davenport.  It  was  unfortunate,  however,  that 
more  members,  of  the  subcommittee  were  not  here  for  his  testimony. 

In  that  testimony,  Senator  Talmadge,  Mr.  Whitmore  urged  that 
this  committee  give  thorough  consideration  to  inserting  a  provision  in 
the  Rural  Electrification  Act  which  would  provide  that  a  person 
adversely  affected  or  aggrieved  by  an  REA  loan  would  have  standing 
to  go  into  the  courts  of  this  country  and  ask  for  a  judicial  determi¬ 
nation  as  to  whether  that  loan  was  or  was  not  legal. 

Senator  Talmadge.  The  first  thing  they  tried  to  teach  me  in  law 
school  about  equity  was  the  fact,  that  there  is  a  right  and  a  remedy  for 
every  right.  Why  doesn’t  one  exist  here  ? 
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Mr.  Rathbun.  For  every  wrong. 

Senator  Talmadge.  For  every  wrong.  Why  doesn't  one  exist  in  this 
particular  situation  ? 

Mr.  Rathbun.  We  thought  we  had  such  a  right  under  the  Adminis¬ 
trative  Procedure  Act,  which  provides — I  think  I  can  quote  it  ac¬ 
curately — that  a  person  adversely  affected  or  aggrieved  by  agency  ac¬ 
tion  within  the  meaning  of  the  relevant  statute  is  entitled  to  iudicial 
review. 

Now  we  tried  to  persuade  the  courts  in  the  District  of  Columbia  that 
we  were  such  a  person,  that  the  Rural  Electrification  Act  was  clearly 
a  relevant  statute  and  that  we  were  entitled  to  review.  Unfortunately 
that  question  came  up  first  in  an  extremely  complicated  factual  situa¬ 
tion. 

Senator  Holland.  You  mean  in  another  case  ? 

Mr.  Rathbun.  Yes,  sir;  another  case.  That  case  is  Kansas  City 
Power  &  Light  Co.  against  McKay. 

Senator  Talmadge.  Suppose  the  converse  is  true  now.  Suppose  I 
try  to  build  a  line  in  REA  territory  ? 

Mr.  Rathbun.  If  a  private  company  built  such  a  line,  it  would  not 
presumably,  Senator  Talmadge,  be  having  the  benefit  of  an  REA  loan. 
Therefore,  the  private  company  would  not  be  violating  the  Rural  Elec¬ 
trification  Act,  and  I  don’t  think  they  would  have  anything  to  com¬ 
plain  about. 

Senator  Talmadge.  Once  REA  goes  into  an  area  and  develops  cus¬ 
tomers  and  powerlines,  would  you  have  a  right  to  go  in  and  compete 
with  them  ? 

Mr.  Rathbun.  I  think  we  would,  sir;  yes.  We  are  getting  our 
money  from  private  sources.  We  are  paying  Federal  income  taxes. 
If  they  have  some  right  under  statutes  relating  to  unfair  competition, 
they  are  certainly  at  liberty  to  enforce  it,  but  otherwise  I  don’t  see 
that  they  would  have  any  grievance. 

Senator  Talmadge.  In  other  words  the  only  remedy  would  be  the 
public  service  commission  of  the  State  ? 

Mr.  Rathbun.  That’s  right. 

Senator  Aiken.  I  think  we  should  point  out  REA  operates  in  each 
State  under  the  laws  of  that  State,  and  the  State  laws  would  prevail. 

Senator  Holland.  Do  we  understand  that  the  law  now  in  effect,  as 
determined  by  the  courts,  is  that  in  this  field  the  Administrative  Agen¬ 
cy,  REA,  can  do  no  wrong  in  the  matter  of  deciding  what  are  the 
proper  conditions  upon  which  the  loan  should  be  granted  in  any  par¬ 
ticular  case? 

Mr.  Rathbun.  That  is  the  State  of  the  law  today,  Senator  Holland. 

( Discussion  off  the  record. ) 

Senator  Holland.  That  is  the  point,  as  I  understand,  which  was 
made  on  the  record  by  Mr.  Whitmore’s  testimony  which  I  did  not 
hear ;  is  that,  correct  ? 

Mr.  Rathbun.  That  is  correct. 

Senator  Holland.  I  don’t  think  we  need  to  put  this  additional  testi¬ 
mony  in  if  that  is  the  case,  unless  there  is  a  request  by  any  member 
of  the  committee. 

Mr.  Rathbun.  I  would  be  glad  to  put  it  in. 

(Discussion  off  the  record.) 
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Senator  Aiken.  I  recall  during  my  first  6  or  8  years  in  the  Senate, 
Mr.  Chairman,  we  had  any  number  of  Administration  bills  which 
would  be  sent  up  to  the  Congress,  and  in  each  of  those  bills  we  would 
find  the  statement  “the  decision  of  the  Administrator  shall  be  final.” 
Then  about  the  time  you  came  here  or  I  guess  a  little  after  you  came 
here,  and  probably  you  were  instrumental  in  changing  it,  we  started 
striking  out  that  line. 

Senator  Talmadge.  Senator,  was  the  purpose  of  that  to  preclude 
judicial  interpretation? 

Senator  Aiken.  Preclude  everything  except  the  decision  of  the 
Administrator.  I  am  not  familiar  with  that  part  of  the  law  to  which 
you  have  referred  but  I  think  I  would  probably  find  that  in  other 
Federal  laws  if  the  same  situation  prevailed. 

Senator  Holland.  I  think  it  followed  the  old  quotation  that  comes 
to  us  from  earlier  forms  of  governmental  organization  that  the  king 
can  do  no  wrong. 

Mr.  Rathbun.  I  might  say  that  so  far  as  the  courts  are  concerned 
at  the  moment,  the  REA  can  do  no  wrong. 

Senator  Holland.  All  right;  thank  you,  sir. 

Now  we  have  another  witness,  Mr.  McDonald.  All  right,  sir,  go 
ahead. 

STATEMENT  OE  ANGUS  McDONALD,  COORDINATOR.  DIVISION  OF 
LEGISLATIVE  SERVICES,  NATIONAL  FARMERS  UNION 

Mr.  McDonald.  Mr.  Chairman  and  members  of  the  committee,  my 
name  is  Angus  McDonald  and  I  represent  the  National  Farmers 
Union.  We  are  appearing  here  to  present  the  views  of  the  National 
Farmers  Union  in  regard  to  Senate  Resolution  21,  a  bill  sponsored 
by  Senator  Aiken  and  13  other  Senators,  and  in  regard  to  a  bill  intro¬ 
duced  by  Senator  Curtis,  which  would  establish  the  Rural  Electrifica¬ 
tion  Administration  as  an  independent  agency. 

The  National  Farmers  Union  supports  without  any  reservation 
Senate  Resolution  21  which  would  clarify  the  Rural  Electrification 
Act  and  correct  an  error  of  the  Comptroller  General  of  the  United 
States. 

It  appears  that  the  Comptroller  General  in  a  recent  opinion  de¬ 
clared  that  a  loan  made  to  an  Iowa  cooperative  was  contrary  to  law 
and  that  the  cooperative  must  repay  to  the  U.S.  Government  the  sum  of 
$120,000  which  it  had  borrowed  in  order  to  service  a  plant  in  the 
rural  area  where  the  cooperative  operated. 

The  excuse  given  by  the  Comptroller  General  for  invalidating  this 
loan  was  that  the  private  electric  power  company  in  the  area  had 
offered  service  to  the  plant  which  was  not  then  being  served  by  anyone. 

The  law  seems  very  clear  on  this  point.  Both  section  2  and  section 
4  of  the  act  authorize  the  Administrator  to  make  loans,  the  purpose 
of  which  is  to  make  possible  the  furnishing  of  electric  energy”  *  *  * 
to  persons  in  rural  areas  who  are  not  receiving  central-station  serv- 
100  ^  ^  ^  ^ 

It  is  seen  that  this  language  is  explicit  and  gives  the  Administrator 
ample  authority  to  make  it  possible  for  persons  in  rural  areas  to  re¬ 
ceive  electric  service  from  cooperatives  regardless  of  offers  made  by 
private  electric  power  companies  and  regardless  of  whether  such  elec- 


RURAL  ELECTRIFICATION  LOANS  123 

trie  service  would  be  in  competition  with  existing  private  electric 
power  companies. 

The  intent  of  the  Congress  is  made  crystal  clear  by  the  legislative 
history  of  the  act.  I  call  attention  to  a  brief  for  the  National  Rural 
Electric  Cooperative  Association  by  the  firm  of  Wise  &  Potamkin 
which  deals  with  the  Comptroller  General's  letter  dated  July  21, 1958, 
to  the  Secretary  of  Agriculture. 

It  appears  that  the  question  of  competition  and  the  question  of 
whether  or  not  a  private  electric  power  company  was  willing  or 
claimed  it  was  willing  to  furnish  persons  in  rural  areas  electric  serv¬ 
ice  would  in  no  way  prevent  the  Administrator  from  making  loans  to 
bring  service  to  persons  in  a  rural  area  who  were  not  being  furnished 
electric  service  by  a  private  power  company. 

The  brief  of  NRECA  refers  to  the  fact  that  a  part  of  the  facilities 
owned  by  the  person  designated  to  receive  electric  service  from  the 
cooperative  were  receiving  electric  service  from  the  private  utility. 

The  statement  is  made  that  servicing  a  farmer  or  a  plant  in  a  rural 
area  is  not  dependent  on  ownership.  Many  residents  of  urban  areas 
served  by  private  utilities  own  and  operate  farms.  It  would  be  absurd 
to  deny  such  persons  service  because  their  residence  or  farm  was  served 
by  a  private  utility. 

An  individual  may  own  two  farms,  one  of  which  may  be  served  by 
a  private  utility  and  the  other  by  a  rural  electric  cooperative. 

Although  the  Comptroller  General  has  in  part  admitted  his  error 
by  amending  his  July  21,  1958,  letter  to  the  Secretary  of  Agriculture, 
he  has  not  retreated  from  the  position  that  the  loan  to  the  cooperative 
was  illegal. 

lie  now  wants  to  get  off  the  limb,  apparently  by  allowing  the  loan 
to  be  repaid  on  regular  schedule  and  by  setting  up  certain  standards 
which  would  restrict  to  some  extent  the  invasion  by  private  electric 
power  companies  of  rural  areas  which  could  be  served  by  rural  elec¬ 
tric  cooperatives. 

The  issue  here,  it  seems  to  us,  is  very  clear.  The  act  is  clear,  the 
legislative  history  is  clear,  and  attorneys  tell  us  that  the  courts  have 
been  very  explicit  on  the  points  raised  by  the  Comptroller  General. 

There  is  no  need  for  interpretation  according  to  Justice  Sutherland : 

Where  the  intention  of  the  legislature  is  so  apparent  from  the  face  of  the 
statute  that  there  can  be  no  question  as  to  its  meaning,  there  is  no  room  for 
construction. 

It  is  not  allowable  to  interpret  what  has  no  need  of  interpretation. 

We,  therefore,  urge  the  committee  to  report  favorably  Senate  Reso¬ 
lution  21. 

Mr.  Chairman,  the  remaining  part  of  my  statement  relates  to 
Senator  Curtis’  bill,  S.  75.  I  gather  that  you  want  to  separate  the 
testimony  so  the  reporter  could  break  here. 

Senator  Holland.  If  you  want  to  be  heard  by  reading  it,  I  suggest 
that  you  wait  until  later.  If  you  want  to  just  put  it  in  the  record,  it 
can  be  placed  in  the  testimony  of  that  record. 

Mr.  McDonald.  Yes,  sir.  You  don’t  want  any  testimony  on  S.  75  at 
this  time. 

Senator  Holland.  Not  at  this  time. 

(Discussion  off  the  record.) 
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Senator  Holland.  We  both  know  that  the  REA  loan  permits  the 
service  not  only  of  rural  homes  and  establishments  that  are  actually 
in  the  country,  but  also  in  communities  up  to  communities  of  1,500. 
Supposing  a  situation  under  which  a  community  of  just  under  1,500 
was  being  served  by  a  private  utility  which  had  its  lines  there  and 
which  were  available  to  any  citizen  who  would  be  asking  to  be  tied  in, 
but  assuming  that  one  citizen  or  a  group  of  citizens  did  not  want  to  tie 
into  that  line,  and  indeed  instead  applied  for  REA  service,  which 
would  require  an  extension  of  existing  lines  to  get  into  that  community. 
What  in  your  opinion  would  be  the  situation  ?  Would  they  be  entitled 
to  have  the  loan  granted  for  the  extension  of  REA  lines  into  that 
community  ? 

Mr.  McDonald.  Yes,  sir,  I  believe  under  sections  2  and  4  if  a  person 
is  not  receiving  central  station  service,  and  if  he  is  in  a  rural  area,  the 
REA  Administrator  has  authority  to  grant  a  loan  which  would 
indirectly  give  him  that  service. 

Now,  as  to  whether  or  not — there  is  one  other  test,  of  course, 
economic  feasibility. 

The  Administrator  can’t  make  a  loan  where  he  would  not  be  assured 
of  getting  the  money  back  with  2  percent  interest.  But  as  I  under¬ 
stand  the  law,  Senator,  the  Administrator  does  have  that  authority. 

Senator  Holland.  In  other  words,  if  there  is  one  citizen  in  that 
community  that  is  not  really  getting  service,  is  unserved,  the  REA 
Administrator  has  the  authority  to  grant  a  loan  to  serve  him,  provided 
that  the  system,  the  REA  system,  is  such  as  to  present,  including  that 
loan,  a  good  credit  which  will  pay  off  the  loan. 

Mr.  McDonald.  If  the  extension  was  economically  feasible  and  if 
the  loan  satisfied  the  other  requirements  I  mentioned,  the  Administra¬ 
tor  would  have  the  authority  to  make  that  loan  to  one  person.  The 
Administrator  would  not  be  required,  if  I  may  continue  a  moment,  to 
make  that  loan. 

The  Administrator  has  administrative  discretion,  and  I  am  sure  in 
hundreds  of  cases  would  refuse  to  make  such  a  loan  in  the  hypothetical 
case  you  suggest.  I  think  in  all  probability  the  Administrator  would 
say  “This  is  ridiculous  to  run  a  line  down  just  for  one  person.” 

But  under  the  law  as  we  understand  it,  he  would  have  such  authority. 

Senator  Holland.  Is  the  question  of  economic  feasibility  related 
solely  to  that  extension  or  is  it  related  to  the  ability  of  the  system 
with  that  extension  added  to  carry  and  pay  off,  discharge  its  indebt¬ 
edness  ? 

Mr.  McDonald.  According  to  testimony  you  have  received  here, 
apparently  if  the  system  could  absorb  this  additional  loan,  then  it 
would  be  feasible. 

Senator  Holland.  Thank  you,  sir.  Are  there  questions  from  any 
other  Senator? 

The  next  witness  that  I  have  listed  here  is  Mr.  William  C.  Wise 
and  Mr.  Richard  A.  Dell  of  the  National  Rural  Electric  Cooperative 
Association. 

Mr.  Dell.  Senator,  I  will  defer  to  our  general  manager,  Mr.  Ellis, 
who  has  arrived  here. 

Senator  Holland.  We  will  be  very  happy  to  hear  Mr.  Ellis. 
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STATEMENT  OF  WILLIAM  C.  WISE,  REPRESENTING  THE  NATIONAL 
RURAL  ELECTRIC  COOPERATIVE  ASSOCIATION 

Mr.  Wise.  Mr.  Chairman  and  members  of  the  committee,  my  name 
is  William  C.  Wise.  I  am  a  partner  in  the  law  firm  of  Wise  & 
Potamkin,  Washington,  I).C.  I  am  appearing  here  on  behalf  of  the 
National  Rural  Electric  Cooperative  Association  (known  as  NRECA) 
which  includes  in  its  membership  almost  950  REA  borrowers.  These 
borrowers  serve  almost  4  million  rural  connections,  which  represent 
almost  15  million  individuals. 

NRECA  respectfully  urges  this  committee  to  report  favorably  on 
Senate  Resolution  No.  21.  It  is  our  strong  conviction  that  grave 
harm  will  result  to  the  REA  program  if  the  resolution  is  not  adopted 
by  the  Senate. 

When  the  Comptroller  General,  in  a  letter  to  the  Secretary  of 
Agriculture,  dated  July  21,  1958  (B-134138),  set  forth  the  interpreta¬ 
tion  of  the  Rural  Electrification  Act  of  1936  which  created  the  need 
for  the  enactment  of  S.  Res.  21,  NRECA  retained  our  firm  as  special 
counsel  to  study  that,  interpretation  and  attend  a  conference  with  rep¬ 
resentatives  of  the  Comptroller  General. 

It  is  attached  to  the  material  you  have.  And  also  a  copy  of  a  docu¬ 
ment  entitled  “An  Analysis  of  Comptroller  General’s  Revised  Ruling 
Relating  to  the  REA  Program”  which  likewise  was  prepared  by  our 
firm. 

Senator  Holland.  Without  objection  that  will  be  admitted  and  you 
may  refer  to  those  briefs  from  your  testimony. 

(The  documents  referred  to  follow :) 
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INTRODUCTION 

This  brief  is  submitted  with  reference  to  the  Comptroller 
General’s  letter  dated  July  21,  1958  to  the  Secretary  of  Agricul¬ 
ture,  bearing  No.  B-134138,  in  which  it  is  held  that  a  portion 
of  the  loan  made  by  the  Administrator  of  the  Rural  Electrifica¬ 
tion  Administration  to  the  Central  Iowa  Power  Cooperative,  in 
the  amount  of  $120,000,  “for  the  construction  of  the  Lehigh  Tap 
was  not  authorized  and  steps  should  be  taken  ...  to  recover 
immediately  .  .  .  the  amount  advanced  to  construct  the  Lehigh 
Tap’’.  At  a  conference  held  on  July  30  with  members  of  the 
Comptroller  General’s  staff  it  was  made  abundantly  clear  that 
the  letter  to  the  Secretary  of  Agriculture  was  completely  in 
error  and  the  conclusions  reached  completely  unjustified.  The 
staff  has  suggested  that  we  submit  in  writing  the  arguments  and 
facts  which  we  presented  to  them. 

It  must  be  noted  at  the  outset  that  there  are  two  separate 
bases  stated  in  the  letter  for  the  conclusions  reached:  (1)  that 
REA  loan  funds  cannot  be  used  “.  .  .  for  the  construction  of 
transmission  lines  and  substations  to  furnish  power  to  an  area 
already  served  by  private  power  companies  when  such  companies 
are  willing  to  provide  adequate  central  station  service  to  persons 
within  the  area  who  are  not  tied  to  the  power  lines”;  and  (2) 
that  the  new  plant  to  be  served  by  the  cooperative  is  not  a  person 
not  receiving  central  station  service.  Because  at  times  during 
our  conference  there  was  a  tendency  to  combine  discussion  of 
these  distinctly  separate  points  and  thereby  confuse  both  issues, 
we  want  to  stress  the  fact  that  there  is  no  connection  between 
them.  We  shall  discuss  these  bases  as  the  separate  issues  which 
they  are. 
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PART  I 

THE  COMPTROLLER  GENERAL’S  HOLDING  THAT  “IT  IS 
CLEAR  FROM  THE  ABOVE  QUOTED  STATEMENTS  THAT 
THE  PURPOSE  OF  THE  CENTRL  STATION  SERVICE 
LIMITATION  WAS  TO  EXCLUDE  LOANS  FOR  THE  PARAL¬ 
LELING  OF  EXISTING  SYSTEMS  OR  CREATING  COMPE¬ 
TITION  WITH  EXISTING  FACILITIES  BY  PROHIBITING 
THE  USE  OF  LOAN  FUNDS  FOR  CONSTRUCTION  OF 
TRANSMISSION  LINES  AND  SUBSTATIONS  TO  FURNISH 
POWER  TO  AN  AREA  ALREADY  SERVED  BY  PRIVATE 
POWER  COMPANIES  WHEN  SUCH  COMPANIES  ARE 
WILLING  TO  PROVIDE  ADEQUATE  CENTRAL  STATION 
SERVICE  TO  PERSONS  WITHIN  THE  AREA  WHO  ARE 
NOT  TIED  TO  THE  POWER  LINES”  IS  COMPLETELY 
WITHOUT  BASIS  AND  IS  ERRONEOUS  FROM  BEGINNING 
TO  END 


1 

The  unambiguous  language  of  the  Rural  Electrifica¬ 
tion  Act  provides  for  loans  to  serve  “persons  in  rural 
areas  who  are  not  receiving  central  station  service,” 
and  legislative  history  cannot  be  utilized  to  change  the 
plain  meaning  of  the  statutory  language. 

The  language  of  the  provisions  of  the  Rural  Electrification 
Act  which  the  Comptroller  General  has  “interpreted”  is  com¬ 
pletely  clear  and  unambiguous.  The  identical  language  appears 
in  both  Section  2  and  Section  4.  Section  2  reads: 

“The  Administrator  is  authorized  and  empowered  to 
make  loans  .  .  .  for  .  .  .  the  furnishing  of  electric  energy 
to  persons  in  rural  areas  who  are  not  receiving  central 
station  service  .  .  .” 

Section  4  reads: 

“The  Administrator  is  authorized  and  empowered 
...  to  make  loans  .  .  .  for  the  purpose  of  financing  the 
construction  and  operation  of  generating  plants,  elec¬ 
tric  transmission  and  distribution  lines  or  systems  for 
the  furnishing  of  electric  energy  to  persons  in  rural 
areas  who  are  not  receiving  central  station  service  .  .  .” 

The  Comptroller  General’s  letter  admits  that  this  language 
is  clear  and  unambiguous.  It  states: 

“It  may  be  that  literally  accepted  the  terminology  of 
section  4  (and  section  2)  is  sufficiently  broad  to  author¬ 
ize  a  loan  for  the  purpose  of  furnishing  central  station 
electric  service  to  a  person  not  receiving  such  service, 
even  though  the  service  is  available  to  such  person  and 
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that  the  effect  of  the  loan  will  be  to  create  competition 
with  an  existing  private  utility.” 

This  obviously  correct  observation  by  the  Comptroller  General 
is  followed  by  the  statement  that: 

“However,  in  contruing  or  considering  the  applica¬ 
tion  of  a  statute  it  is  permissible  to  look  at  its  evident 
spirit  and  purpose  as  well  as  the  strict  letter  of  the  law 
and  the  strict  letter  must  yield  to  its  evident  spirit  when 
this  is  necessary  to  give  effect  to  the  intent  of  the 
Congress.” 

It  is  true  that  even  when  an  act  is  clear  and  unambiguous, 
courts  will  give  effect  to  the  evident  spirit  and  purpose  of  leg¬ 
islation  as  that  spirit  and  purpose  can  be  determined  from  the 
act  itself.  The  courts  will  look  beyond  the  act  for  spirit  and 
purpose  only  when  the  act  itself,  by  the  incompleteness  or 
ambiguity  of  its  language,  indicates  a  need  for  so  doing.  No 
such  need  exists  in  the  instant  case,  as  is  plainly  demonstrated 
by  the  Comptroller  General’s  own  admission. 

The  law  is  clearly  established  to  the  effect  that  legislative  his¬ 
tory  cannot  be  utilized  to  change  the  clear  and  unambiguous 
language  of  the  statute. 

Sutherland,  the  foremost  authority  on  statutory  construction, 
states  this  well-settled  principle  of  law  as  follows: 

“Where  the  intention  of  the  legislature  is  so  apparent 
from  the  face  of  the  statute  that  there  can  be  no  ques¬ 
tion  as  to  its  meaning,  there  is  no  room  for  construction. 

“It  is  not  allowable  to  interpret  what  has  no  need  of 
interpretation. 

“There  is  no  safer  nor  better  settled  canon  of  inter¬ 
pretation  that  when  language  is  clear  and  unambiguous 
it  must  be  held  to  mean  what  it  plainly  expresses.” 
Sutherland  Statutory  Construction  (3rd  ed.)  Sec.  4702. 

The  United  States  Supreme  Court  has  consistently  followed 
this  rule  of  law,  as  evidenced  by  the  following  cases: 

Sturges  v.  Crowninshield,  4  Wheat.  (17  U.S.)  122 
(1819) ;  Rosenman  v.  United  States,  323  U.S.  658 
(1946) ;  United  States  v.  Rice,  327  U.S.  742  (1946)  ; 
United  States  v.  United  Mine  Workers  of  America,  330 
U.S.  258  (1947) ;  Packard  Motor  Car  Co.  v.  National 
Labor  Relations  Board,  330  U.S.  485  (1947) ;  United 
States  v.  Public  Utilities  Commission  of  California,  345 
U.S.  295  (1953)  ;  United  States  v.  Harris,  347  U.S.  612 
(1954). 

Chief  Justice  Vinson  gave  short  shrift  to  the  practice  of  hold- 
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ing  that  Congress  intended  something  other  than  what  it  said, 
as  the  Comptroller  General  has  done  in  this  case,  in  these 
words : 

.  .  The  short  answer  is  that  there  is  no  need  to  refer 
to  the  legislative  history  where  the  statutory  language 
is  clear.  ‘The  plain  words  and  meaning  of  a  statute 
cannot  be  overcome  by  a  legislative  history  which 
through  strained  processes  of  deduction  from  events 
of  wholly  ambiguous  significance,  may  furnish  dubious 
bases  for  inferences  in  every  direction.’  Gemsco  v. 
Walling,  324  U.S.  244,  260  (1945).  This  canon  of  con¬ 
struction  has  received  constant  adherence  in  our  de¬ 
cisions.”  Ex  Parte  Collett,  337  U.S.  561  (1949) 

Thus,  it  is  clearly  and  definitely  not  permissible  to  refer  to 
legislative  history  for  the  purpose  of  changing  the  plain  mean¬ 
ing  of  statutory  language.  The  opinion  is  therefore  not  only 
wrong  in  its  interpretation  of  the  legislative  history,  as  we  will 
later  show,  but  under  the  established  law  the  Comptroller  Gen¬ 
eral  did  not  even  have  the  right  in  this  instance  to  look  beyond 
the  language  of  the  Act  itself. 


2 

The  legislative  history  of  the  Rural  Electrification 
Act,  though  not  pertinent,  is  precisely  the  opposite  of 
what  the  Comptroller  General  states  it  to  be  and  sub¬ 
stantiates  the  decision  of  the  Administrator  of  REA 
in  every  respect. 

The  Comptroller  General’s  opinion  is  a  most  amazing  docu¬ 
ment.  Not  only  is  it  based  upon  the  legislative  history,  which 
as  shown  above,  is  not  pertinent,  but  it  uses  a  legislative  history 
that  has  been  developed  specially  for  this  case.  The  most  im¬ 
portant  parts  of  that  history,  as  set  forth  in  the  opinion,  are  the 
asterisks  (omissions),  which  appear  between  carefully  selected 
quotations  taken  out  of  context.  When  these  asterisks  are  trans¬ 
lated,  when  the  omissions  they  represent  are  supplied,  it  is 
found  that  the  effect  of  the  legislative  history  is  in  fact  the 
opposite  of  what  the  opinion  would  have  us  believe. 

On  the  basis  of  his  “version”  of  the  legislative  history,  the 
Comptroller  General  presumes  to  determine  what  Congress 
really  intended  the  Rural  Electrification  Act  to  mean — and  he 
reaches  the  startling  conclusion  that  Congress  did  not  mean  what 
it  so  clearly  said. 

Thus,  we  have  this  most  unique  situation :  the  Rural  Electrifi¬ 
cation  Act,  by  the  opinion’s  own  admission,  is  clear  and  unam¬ 
biguous,  and  plainly  authorizes  loans  to  serve  persons  in  rural 
areas  who  are  not  receiving  central  station  service.  There  is, 
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therefore,  neither  need  nor  justification  to  refer  to  the  legisla¬ 
tive  history.  Yet  it  does  refer  to  the  legislative  history  and, 
in  so  doing,  carefully  omits  the  controlling  items,  which  when 
supplied  show  beyond  peradventure  of  a  doubt  that  Congress  in¬ 
tended  exactly  what  it  said  in  the  statute. 

In  substantiation  of  the  foregoing  assertions,  consider  the 
quotations  from  a  colloquy  between  Senators  McNary  and  Norris, 
the  author  of  the  bill,  which  are  set  forth  on  page  6  of  the  Comp¬ 
troller  General’s  letter.  The  quotations  purport  to  convey  to 
the  reader  the  real  intent  of  the  Senators  as  to  the  meaning  of 
the  statutory  language.  Asterisks  are  used  to  indicate  the 
omission  of  apparently  unimportant  passages.  Here  is  what  is 
omitted : 

“MR.  McNARY.  I  agree  with  that,  but  supposing 
that  some  central  station  by  the  construction  of  distribu¬ 
tion  lines  and  transmission  lines  could  supply  the  energy 
needed  in  a  given  area,  could  the  money  be  used  for  that 
purpose  ? 

“MR.  NORRIS.  If  I  understand  the  Senator’s  ques¬ 
tion  correctly,  it  is  supposing  some  locality  be  now 
supplied  from  a  central  station,  might  it  be  possible  for 
that  central  station  to  extend  its  lines  further  and  would 
the  governmental  agency  be  prohibited  from  entering 
that  territory?  If  that  is  the  question,  I  think  not.” 

[80  Cong.  Rec.  2751,  Part  3] 

Part  of  the  discussion  represented  by  the  last  asterisks  appear¬ 
ing  on  page  6  of  the  Comptroller  General’s  opinion  covers  the 
following  statement  by  Senator  Norris: 

“The  fact  is  that  if  we  provided  in  this  bill  that  the 
rural  electrification  could  not  go  into  any  territory  that 
could  be  potentially  held  to  be  within  the  transmission 
distance  of  an  existing  central  power  station,  it  would 
mean  that  we  probably  would  continue  the  conditions 
which  have  existed  in  the  past.  In  many  instances,  if 
not  in  most  instances,  the  central  power  stations  have 
picked  out  the  cream  in  a  certain  locality  and  have  built 
lines  and  supplied  it  with  electricity.”  [80  Cong.  Rec. 
2751,  Page  3]  (emphasis  supplied) 

Then,  again,  on  page  6  and  7  of  the  letter,  after  quoting  state¬ 
ments  which  the  Comptroller  General  obviously  believes  help 
his  position — although,  as  we  shall  show,  they  do  not — he  quotes 
right  up  to  the  following  statements  which  are  then  omitted: 

“MR.  KING.  If  an  organization  were  formed  beyond 
the  10-mile  limit  to  which  I  have  just  referred  and  with¬ 
in  which  limit  the  farmers  are  supplied  with  electric 
energy,  that  organization  would  not  be  permitted  to 
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come  back  into  the  10-mile  area  to  furnish  light  to  farm¬ 
ers  already  receiving  it? 

MR.  NORRIS.  Not  to  those  already  receiving  it,  but 
it  might  come  into  the  10-mile  area  and  supply  farmers 
who  were  not  receiving  it.  That  is  a  distinction  which  I 
think  ought  to  be  drawn.”  [80  Cong.  Rec.  2752,  Part  3] 
(emphasis  supplied). 

It  should  be  noted  at  this  point  that  all  of  the  Senate  discussion 
quoted  above  took  place  concerning  Section  2  of  the  pending  bill, 
which  at  that  time  spoke  only  in  terms  of  service  to  “rural  areas 
not  receiving  central  station  service”.  Later,  Section  2  was 
amended  to  conform  with  Section  4  as  reported  out  by  the  Com¬ 
mittee  to  provide  for  service  to  “persons  in  rural  areas  who  are 
not  receiving  central  station  service”,  (emphasis  supplied)  Thus, 
even  before  the  statutory  language  of  Section  2  was  amended  to 
remove  any  doubt  of  the  Act’s  intendment  the  Senate  was  in¬ 
formed  of  such  intent. 

Finally,  while  explaining  the  bill  section  by  section  later  in  the 
day,  Senator  Norris,  when  he  came  to  Section  4,  said: 

“Mr.  President,  the  bill  provides  that  the  Administra¬ 
tor  is  authorized  to  loan  money  ‘for  the  purpose  of 
financing  the  construction  and  operation  of  generating 
plants,  electric  transmission  and  distribution  lines  or 
systems  for  the  furnishing  of  electric  energy  to  persons 
in  rural  areas  who  are  not  receiving  central  station 
service.’ 

“I  think  that  provision  answers  specifically  some  of 
the  questions  which  were  propounded  earlier  in  the  day 
by  the  Senator  from  Utah  (Mr.  King).”  [80  Cong.  Rec. 
2756] 

(The  questions  of  Senator  King  referred  to  by  Senator  Norris 
were  the  ones  involved  in  the  colloquy  quoted  from  above  and 
pertain  to  the  specific  question  of  whether  loans  could  be  made  to 
serve  in  areas  where  private  power  companies  already  exist  and 
are  willing  to  render  service.  Obviously,  Senator  Norris  meant 
that  the  answer  was  to  be  found  in  the  use  of  the  quoted  words 
“persons”  in  rural  areas  “who  are”  not  receiving  central  station 
service.  These  words  had  been  added  by  the  Senate  Committee.) 

These  omitted  statements  make  it  clear  beyond  argument  that 
Senator  Norris  intended  at  all  times  that  REA  loan  funds  could 
be  used  to  bring  service  to  any  person  in  a  rural  area  who  was  not 
receiving  central  station  service  even  though  other  persons  in 
such  area  were  being  served  by  a  private  power  company — and 
the  Senate  so  understood. 

He  was  most  explicit  in  making  the  distinction  clear  that  the 
test  to  be  used  was  a  person  test  and  not  an  area  test  and  that 
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the  only  limitation  on  the  lending  authority  was  the  prohibition 
against  loans  to  provide  service  for  persons  who  were  already  re¬ 
ceiving  central  station  service. 

As  a  matter  of  fact,  even  the  selected  quotations,  read  out  of 
context  and  as  stated  in  the  letter,  say  the  same  thing.  Through¬ 
out  the  selected  quotations  the  distinction  is  repeatedly  made  clear 
that  what  is  prohibited  is  service  to  persons  already  being  served, 
and  not  service  in  areas  where  there  may  be  a  private  company. 

Thus,  as  the  opinion  itself  quotes,  Senator  Norris  said : 

“The  Senator  says  ‘come  in  competition.’  They  would 
not  come  in  competition  with  farms  already  supplied. 
They  might  come  in  competition  with  the  central  power 
station.”  (emphasis  supplied) 

This  statement,  therefore,  not  only  does  not  support  the  letter’s 
position  but  is  diametrically  opposed  to  it. 

The  letter  then  quotes  Senator  Norris  as  saying  that  “There  is 
no  intention  of  going  into  a  farming  community  which  is  al¬ 
ready  supplied  with  electric  current  and  forming  farm  organiza¬ 
tions  there  and  having  them  built  up  to  go  into  competition,  as 
the  Senator  suggests,  with  farmers  who  are  already  getting  their 
electric  current  from  a  central  station.”  (emphasis  supplied) 

In  view  of  the  part  we  have  emphasized,  it  is  obvious  that  the 
only  prohibition  on  loans  intended  by  the  sponsors,  and  accepted 
by  the  Senate,  was  on  loans  to  serve  persons  who  are  already 
getting  central  station  service — as  the  act  itself  so  clearly  states. 

Other  quotations  cited  in  the  letter  to  support  the  position 
taken,  but  which  oppose  that  position  are: 

“MR.  KING.  ...  I  may  say  that  my  understanding  of 
the  bill  was  that  its  primary  and  only  purpose  was  to 
take  care  of  farmers  who  did  not  have  electrical  facili¬ 
ties.” 

The  Comptroller  General  underlined  this  statement  in  his 
opinion.  We  agree  that  it  should  be  emphasized,  but  we  are  puz¬ 
zled  that  he  should  supply  the  emphasis  because  it  is  a  clear  and 
flat  statement  against  his  position.  We  cite  it  now  as  further 
evidence  from  the  legislative  history  that  all  unserved  persons 
in  rural  areas  were  to  be  benefited  by  the  bill. 

Then  the  opinion  quotes  Mr.  Rayburn,  sponsor  of  the  bill  in 
the  House: 

“May  I  say  to  the  gentleman  that  we  are  not,  in  this 
bill,  intending  to  go  out  and  compete  with  anybody.  By 

this  bill  we  hope  to  bring  electrification  to  people  who 
do  not  now  have  it .  .  .”  (emphasis  supplied) 

This  is  the  only  kind  of  “competition”  Congressman  Rayburn 
intended  to  proscribe,  i.e.,  service  to  those  already  served. 
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Thus  it  is  clear,  from  the  letter  itself,  that  the  legislative  his¬ 
tory  supports  the  language  of  the  act.  Both  the  direct  quotations 
and  the  asterisks  are  in  complete  agreement  with  the  statutory 
provisions. 

In  presenting  legislative  history  as  the  basis  for  argument,  it  is 
customary  to  refer  to  all  pertinent  parts  of  the  history  including 
hearings,  reports,  changes  in  language  before  final  passage  and 
rejection  of  proposed  amendments.  We,  therefore,  now  shall 
direct  our  discussion  to  those  parts  of  the  legislative  history 
which  were  completely  ignored  in  the  Comptroller  General’s  letter. 

In  the  House  Hearing  on  the  proposed  bill  we  find  the  following 
testimony  by  Mr.  Cooke,  then  the  Administrator  of  the  temporary 
REA: 


“MR.  HUDDLESTON.  I  am  correct,  am  I  not,  in  say¬ 
ing  that  the  fundamental  purpose  of  this  bill  is  to  give 
electric  service  to  those  who  now  have  not  that  benefit  ? 

“MR.  COOKE.  Those  who  do  not  now  have  it. 

“MR.  HUDDLESTON.  Yes. 

“MR.  COOKE.  Yes,  sir;  we  have  made  the  practice, 
absolutely,  Mr.  Huddleston,  of  not  building  any  com¬ 
peting  lines.  Our  current  only  goes  to  farms  and  farm 
homes  that  do  not  now  have  it  and  where,  in  a  few 
instances,  it  has  been  necessary  for  us  to  parallel  an 
existing  line  in  order  to  reach  that  market,  we  have 
made  the  rule  that  no  current  is  to  be  taken  off  of  that 
line.  In  other  words,  at  no  point  have  we  competed 
with  existing  lines;  and  I  will  be  glad  to  know  if  any 
member  of  this  committee  has  heard  in  any  State  of  a 
single  exception  to  that.”  (Hearing  before  the  Com¬ 
mittee  on  Interstate  and  Foreign  Commerce,  House  of 
Representatives,  Seventy-Fourth  Congress  Second  Ses¬ 
sion  on  S-3483,  March  12,  13  and  14,  1936,  Pages  56 
and  57) 

Thus  we  find  that  in  the  temporary  agency  which  preceded 
the  statutory  REA  the  practice  which  the  letter  says  is  illegal 
was  well  established — and  the  Congress  knew  this  when  the 
bill  was  passed. 

The  other  facets  of  legislative  history,  i.e.,  the  reports  of 
Committees,  the  changes  in  language  and  the  rejection  of  a  pro¬ 
posed  amendment,  also  establish  the  invalidity  of  the  position 
of  the  Comptroller  General. 

It  is  elementary  that  in  determining  the  meaning  of  a  statute 
— if  the  statutory  language  is  not  clear — the  changes  made  in 
the  bill  and  the  proposed  changes  which  were  rejected  are  of 
basic  importance.  And  if  there  were  any  ambiguity  in  the  lan- 
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guage  in  the  instant  case  the  history  of  the  bill  would  com¬ 
pletely  dispel  it. 

Senator  Norris  introduced  his  bill — S.  3483 — on  January  6, 
1936.  In  that  bill,  both  Section  2  and  Section  4  referred  only 
to  service  to  “rural  areas  not  receiving  central  station  service.” 
Senate  Report  No.  1581  on  S.  3483,  dated  January  16  (calendar 
day  February  17)  1936,  amended  Section  4  by  inserting  the 
following  emphasized  words  to  provide  for  service  to:  “persons 
in  rural  areas  who  are  not  receiving  central  station  service,” 
but  did  not  change  the  language  of  Section  2.  Later,  on  Febru¬ 
ary  24  (calendar  day  March  4),  1936,  Senator  Norris  again 
reported  on  the  bill  for  the  Committees  and  this  time  Section  2 
was  also  amended  to  contain  the  “persons  in  rural  areas  who 
are  not  receiving  central  station  service”  language.  The  bill  as 
passed  contained  this  language  in  both  Section  2  and  Section  4. 

Prior  to  the  final  passage  of  the  bill  in  the  Senate,  the  Senate 
rejected  a  proposed  substitute  bill  for  S.  3483  introduced  by 
Senator  King  which,  among  other  things,  would  have  added  to 
the  description  “persons  in  rural  areas  who  are  not  receiving 
central  station  service”  the  provision  “and  for  whom  such  serv¬ 
ice  may  not  be  furnished  or  made  available  by  competing  private 
enterprise.”  This  rejection,  even  standing  alone,  definitely 
establishes  the  fact  that  Congress  intended  no  limitation  on  the 
Administrator’s  lending  powers  such  as  the  Comptroller  General 
now  urges. 

Thus,  tracing  the  Senate  bill  from  the  time  of  its  introduc¬ 
tion  to  the  time  of  final  passage  we  find : 

The  bill  as  originally  introduced  provided  both  in  its  general 
purpose  and  in  its  loan  authorization  provisions  only  for  service 
to  “rural  areas  which  are  not  receiving  central  station  service.” 
Despite  this  language  the  sponsor  of  the  bill,  Senator  Norris, 
made  it  clear  to  the  Senate  that  there  was  no  prohibition  against 
loans  to  provide  service  for  individuals  who  did  not  have  central 
station  service  even  though  such  service  was  being  offered  by 
private  power  companies  in  the  area.  Subsequently,  the  bill 
was  amended  to  provide  specially  for  loans  to  serve  “persons  in 
rural  areas  who  are  not  receiving  central  station  service.”  The 
only  possible  explanation  is  that  this  amendment  was  made  to 
make  the  Congressional  intent  clear  beyond  question  of  doubt 
and  Senator  Norris  so  indicated  by  his  comment  that  this  lan¬ 
guage  answered  Senator  King’s  questions.  Finally,  we  have 
the  introduction  of  specific  language  which  would  prevent  the 
making  of  a  loan  to  serve  anyone  if  such  service  could  “be  fur¬ 
nished  or  made  available  by  competing  private  enterprise,”  and 
the  rejection  of  that  provision  by  the  Senate. 

If  the  legislative  history  were  pertinent  in  this  case,  the  his¬ 
tory  of  the  passage  of  the  bill  itself  would  clearly  and  definitely 
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establish  the  error  of  the  Comptroller  General’s  position.  It  is 
submitted  that  it  would  be  impossible  to  visualize  a  stronger 
legislative  case  against  the  Comptroller  General’s  position  than 
is  found  in  the  instant  case. 

We  find  complete  substantiation  for  our  position  not  only  in 
the  language  used  in  the  debates  and  in  the  hearings,  and  in 
tracing  the  bill  itself  from  the  time  of  introduction  to  the  time 
of  passage,  but  also  in  the  small  amount  of  time  devoted  to  the 
question  of  competition  in  the  debates,  and  the  complete  lack  of 
any  mention  of  the  subject  in  the  reports  also  fully  supports 
that  position.  In  reporting  out  S.  3483,  the  Senate  Committee 
on  Agriculture  and  Forestry  (Report  No.  1581,  74  Cong.  2d 
Sess.  1936),  without  previous  hearing,  described  in  general  the 
purposes  of  the  REA  program.  The  report  emphasized  that  the 
loans  made  by  REA  would  be  “perfectly  safe”  and  that  “nothing 
will  add  more  to  the  comfort,  satisfaction  and  happiness  of  the 
rural  population  than  the  electrification  of  farm  homes.”  This 
report  is  completely  silent  as  to  the  interest  of  existing  private 
power  companies  and  expresses  no  concern  on  the  question  of 
competition  with  such  companies. 

The  Senate  debate  on  the  bill  started  on  February  25,  1936, 
and  the  bill  as  amended  was  passed  by  the  Senate  on  March  9, 
1936.  The  debates  cover  50  pages  of  the  Congressional  Record 
and  concern  themselves  with  many  questions,  but  only  about 
three  pages  of  this  total  of  50  pages  concern  themselves  with 
the  question  of  competition  with  private  power  companies.  On 
the  contrary,  a  number  of  statements  were  made  during  the 
course  of  the  debate  to  the  effect  that  safeguards  were  needed 
to  prevent  private  power  companies  from  profiting  in  any  way 
from,  or  from  sabotaging,  this  new  lending  program.  In  fact, 
the  view  was  strongly  expressed  by  Senator  Norris  and  others 
that  private  power  companies  should  not  be  eligible  as  borrowers 
in  view  of  the  fact  that  their  neglect  and  “cream-skimming” 
techniques  had  made  it  necessary  for  the  Government  to  under¬ 
take  this  new  program.  With  the  express  purpose  of  preventing 
existing  private  power  companies  from  taking  over  projects  con¬ 
structed  by  REA  borrowers,  Senator  Logan  introduced  an  amend¬ 
ment  to  the  bill,  the  substance  of  which  was  adopted  and  included 
in  the  Act  as  passed  (second  paragraph  of  Section  7)  providing 
that  no  borrower  shall,  without  the  approval  of  the  Administrator, 
dispose  of  its  property  until  the  REA  loan  has  been  repaid  in  full 
(80  Cong.  Rec.  3306).  Far  from  indicating  any  fear  that  REA 
borrowers  would  compete  with  private  power  companies,  this 
amendment  arose  out  of  and  discloses  an  apprehension  that  REA 
borrowers  and  the  entire  rural  electrification  program  needed 
protection  against  predatory  private  power  company  tactics. 

The  House  Committee  on  Interstate  and  Foreign  Commerce, 
unlike  the  Senate  Committee,  held  extensive  hearings  on  the 
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companion  bill  introduced  by  Congressman  Rayburn.  Out  of  a 
total  of  103  pages  of  the  transcript  of  this  hearing,  which  con¬ 
cern  themselves  largely  with  the  farmers’  need  for  electricity, 
the  benefits  of  the  program,  etc.,  there  are  no  more  than  two 
or  three  pages  on  the  subject  of  competition,  consisting  solely  of 
the  questions  to  and  answers  by  Morris  L.  Cooke,  then  the  Admin¬ 
istrator  of  the  temporary  REA.  As  shown  above,  his  testimony 
substantiates  our  position. 

The  report  of  the  House  Committee  on  Interstate  and  Foreign 
Commerce,  dated  March  23,  1936  (HR  Rep.  No.  2219,  74  Cong. 
2d  Sess.  1936)  makes  no  mention  at  all  of  the  no-competition 
limitation  in  the  act.  In  the  debates  in  the  House  on  Senate  Bill 
S.  3483,  there  were  only  three  pages  out  of  a  total  of  45  pages 
of  debate  directed  toward  the  question  of  possible  competition, 
and  those  few  pages  consist  solely  of  an  explanation  that  the  pur¬ 
pose  of  the  bill  was  to  bring  electric  service  to  persons  in  rural 
areas  who  were  not  already  enjoying  such  service. 

Thus,  it  is  found  that  the  House  as  well  as  the  Senate  was  not 
much  concerned  with  the  problem  of  REA  borrowers  competing 
with  private  power  companies. 

The  conference  report  of  May  13,  1936  (HR  Rep.  No.  2644, 
74  Cong.  2d  Sess.  1936)  reported  out  the  bill  in  the  form  in  which 
it  was  finally  enacted  on  May  29,  1936.  In  the  statement  of  the 
managers  on  the  part  of  the  House,  which  constitutes  the  only 
discussion  of  the  bill  as  agreed  upon  by  the  conferees,  there  is 
no  mention  of  any  desire  to  protect  private  power  companies 
from  the  competition  of  REA  borrowers  or  of  the  “no-compe¬ 
tition”  limitation  on  the  Administrator’s  lending  power. 

Thus,  we  find  that  in  the  various  reports,  as  well  as  in  the 
discussions  on  the  floor,  there  was  a  minimum  amount  of  time 
and  interest  devoted  to  the  competition  question  but  instead  the 
major  attention  of  the  Congress  was  devoted  to  the  affirmative 
task  of  providing  a  bill  which  would  enable  the  Rural  Electri¬ 
fication  Administration  to  do  a  sound  and  complete  job  of  bring¬ 
ing  service  “to  persons  in  rural  areas  who  are  not  receiving 
central  station  service”. 

It  might  be  noted  in  passing  that  not  only  does  the  original 
legislative  history  support  our  position  and  destroy  the  position 
of  the  Comptroller  General,  but  that  subsequent  legislative  his¬ 
tory  does  the  same.  There  have  been  many  attempts  since  the 
passage  of  the  Rural  Electrification  Act  in  1936  to  amend 
that  Act  so  as  to  restrict  the  lending  powers  of  the  Administra¬ 
tor.  All  of  these  attempts  failed.  In  addition,  on  a  number  of 
occasions  committees  of  the  Congress  have  looked  into  the  lend¬ 
ing  powers  of  the  Administrator  in  connection  with  particular 
loans  and  in  each  instance  his  authority  was  reviewed  and 
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judged  in  the  light  of  the  REA  enabling  act  and  found  to  be 
sufficient. 

It  is  submitted,  therefore,  that,  in  a  lengthy  legislative  history 
extending  from  the  time  of  the  introduction  of  the  original  bills 
to  the  present  time,  there  is  to  be  found  nothing  to  support 
the  position  of  the  Comptroller  General,  but  on  the  contrary, 
every  part  of  the  legislative  history  supports  our  position. 

3 

In  all  cases,  administrative  practice  is  extremely  per¬ 
suasive.  Where  discretion  is  given  to  an  agency,  admin¬ 
istrative  interpretation  becomes  decisive.  For  22  years, 
all  REA  Administrators  have  taken  a  position  opposed 
to  the  Comptroller  General’s  holding. 

Since  there  is  no  ambiguity  in  the  enabling  statute  in  this 
case,  there  is  neither  reason  nor  right  to  look  beyond  the  lan¬ 
guage  of  the  statute.  The  opinion  of  the  Comptroller  General, 
however,  after  admitting  that  the  language  of  the  enabling  act 
is  clear,  bases  itself  entirely  upon  matters  outside  the  enabling 
act.  The  purpose  of  this  part  of  our  discussion  is  to  demonstrate 
that  if  it  were  proper  to  look  beyond  the  language  of  the  statute 
in  this  case,  it  would  be  necessary  also  to  consider  the  admin¬ 
istrative  practices  which  have  been  applied. 

It  is  elementary  law  that  where  the  terms  of  an  enabling 
statute  are  ambiguous  the  interpretation  of  the  agency  itself 
must  be  given  great  weight.  This  is  true  not  only  with  respect 
to  determinations  of  fact,  but  also  in  connection  with  the  inter¬ 
pretation  of  the  enabling  statute  itself.  The  courts  will  not, 
even  in  such  cases,  substitute  their  judgment  for  that  of  the 
administrative  body. 

Quoting  Sutherland  again: 

(Sec.  5105)  ‘‘The  practice  and  interpretive  regulations 
by  officers,  administrative  agencies,  departmental  heads 
and  others  officially  charged  with  the  duty  of  adminis¬ 
tering  and  enforcing  a  statute  will  carry  great  weight  in 
determining  the  operation  of  a  statute.”  (Sutherland 
Statutory  Construction,  Section  5105,  3rd  Ed.) 

A  leading  case  on  the  point  is  Gray  vs.  Powell,  314  U.S.  402, 
which  involved  an  interpretation  of  the  term  “producer”  in  the 
bituminous  coal  code.  The  Bituminous  Coal  Division  of  the 
Department  of  the  Interior  defined  the  term  to  exclude  the  plain¬ 
tiff.  The  court  held  (page  412) : 

“Where,  as  here,  a  determination  has  been  left  to  an 
administrative  body,  this  delegation  will  be  respected 
and  the  administrative  conclusion  left  untouched  .  .  . 
although  we  have  here  no  dispute  as  to  the  evidentiary 
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facts,  that  does  not  permit  a  court  to  substitute  its 
judgment  for  that  of  the  Director  (citing  cases).  It  is 
not  the  province  of  a  court  to  absorb  the  administrative 
functions  to  such  an  extent  that  the  executive  or  legisla¬ 
tive  agencies  become  mere  fact-finding  bodies  deprived 
of  the  advantages  of  prompt  and  definite  action.”  (Em¬ 
phasis  supplied) 

In  United  States  v.  Ickes,  98  F.  2d  271  at  Page  281,  the  D.  C. 
Court  of  Appeals  held  that: 

“The  failure  of  Congress  to  amend  a  statute,  after  ad¬ 
ministrative  rulings  have  been  made  construing  or 
applying  it,  has  been  recognized  as  evidence  of  Con¬ 
gressional  approval  of  such  rulings.”  (citing  cases) 

In  1951,  the  same  court,  in  the  case  of  West  Texas  Utilities 
Co.  v.  NLRB  184  F.  2d  233,  235,  cert,  denied,  341  U.S.  939, 
stated  that: 

“The  Supreme  Court  has  admonished  us  many  times 
to  give  ‘great  weight’  to  an  agency’s  interpretation  of 
its  governing  statute,  especially  where  the  legislative 
intent  is  ambiguous.  Such  deference  keeps  the  inexpert¬ 
ness  of  courts,  which  must  deal  with  the  whole  gamut 
of  the  law,  frdm  distorting  the  policy  of  Congress  in 
complex  areas  \of  the  economy  requiring  specialized 
skills  and  scrutiny.  It  minimizes  the  danger  that  lay 
conclusions  will  be  given  to  words  that  are  terms  of  art 
to  those  skilled  in  their  special  fields.”  (emphasis  sup¬ 
plied) 

To  the  same  effect  see:  NLRB  v.  Hearst  Publications,  Inc.,  322 
U.S.  Ill,  131;  SEC  v.  Chenery  Corp.,  332  U.S.  194,  207,  208; 
Bowles  v.  Mannie  &  Co.,  155  F.  2d,  129,  133  (C.A.  7)  cert,  denied 
329  U.S.  736 ;  Nitrogen  Products  Co.  v.  United  States,  288  U.S.  294 
(1933)  ;  Interstate  Commerce  Commission  v.  Parker,  326  U.S. 
60  (1945)  ;  Fishgold  v.  Sullivan  Drydock  &  Repair  Corp.  328 
U.S.  275  (1946) ;  Roland  Electrical  Co.  v.  Walling,  326  U.S.  657 
(1946)  ;  Levinson  v.  Spector  Motor  Service,  330  U.S.  64  (1947) ; 
Algoma  Plywood  Veneer  Co.  v.  Wisconsin  Employment  Relations 
Board,  336  U.S.  301  (1949)  ;  National  Labor  Relations  Board  v. 
Gullett  Gin  Co.,  Inc.,  340  U.S.  361  (1951)  ;  Maujea  v.  Waidlua 
Agricultural  Co.,  Ltd.,  349  U.S.  254  (1955). 

We  have  reserved  for  special  attention — because  of  its  ex¬ 
treme  pertinency  and  importance — the  recent  case  of  Panama 
Canal  Co.  v.  Grace  Line,  Inc.,  356  U.S.  309,  which  was  decided 
on  April  28  of  this  year.  In  this  case,  the  opinion  of  Mr.  Justice 
Douglas  not  only  reaffirms  all  of  the  foregoing  legal  principles, 
but  goes  on  to  make  it  clear  that  when  a  subject  matter  is  left 
to  agency  discretion,  neither  the  courts  nor  the  Comptroller 
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General  have  the  right  to  interfere  with  that  discretion.  His 
observations  bear  so  directly  on  the  issues  of  the  instant  case, 
and  are  so  illuminating  in  respect  of  those  issues,  that  we  shall 
quote  from  the  opinion  at  length. 

“Petitioner,  being  a  wholly  owned  government  cor¬ 
poration,  is  subject  to  annual  audit  by  the  General 
Accounting  Office.  59  Stat.  599,  31  USC  Sec.  850.  And 
it  is  provided  that  the  Comptroller  General  shall  report 
on  this  audit  to  the  Congress  with  ‘such  comments  and 
information  as  may  be  deemed  necessary  to  keep  Con¬ 
gress  informed  of  the  operations  and  financial  condi¬ 
tion’  of  the  corporation,  ‘together  with  such  recom¬ 
mendations’  as  the  Comptroller  General  may  deem  ad¬ 
visable.  31  USC  Sec.  851. 

“The  Comptroller  General  in  1955  expressed  the  view 
that  the  petitioner  had  allocated  too  high  a  share  of  the 
costs  of  the  Canal  Zone  Government,  of  the  corporate 
overhead,  and  of  interest  payments  to  the  operation  of 
the  Canal  and  too  little  to  its  supporting  or  auxiliary 
activities.  H.  R.  Doc.  No.  160,  84th  Cong.,  1st  Sess. 
According  to  his  method  of  cost  allocation,  the  Canal 
operations  showed  a  large  surplus,  the  auxiliary  or 
supporting  activities  a  deficit.  Ibid.  He  also  claimed 
that  the  prices  charged  for  the  latter  activities  were 
inadequate.  Ibid.  He  went  on  to  give  his  construction 
of  Sec.  412  (b)  of  the  Canal  Zone  Code,  which  was  that 
the  tolls  must  be  computed  exclusively  on  the  basis  of 
the  cost  of  operating  the  Canal  without  reference  to  the 
losses  incident  to  the  auxiliary  or  supporting  opera¬ 
tions.  Ibid.  He  thought  this  result  to  be  unsound  and 
recommended  that  Sec.  412(b)  be  amended  to  provide 
specifically  that  any  losses  of  the  auxiliary  or  support¬ 
ing  activities  be  included  in  the  cost  basis  for  the  deter¬ 
mination  of  the  Canal  tolls.  Ibid. 

“Petitioner  vigorously  opposes  that  construction  of 
Sec.  412(b)  .  .  (p.  315) 

“It  was  shortly  after  the  Comptroller  General’s  Re¬ 
port  for  1954  was  submitted  to  the  Congress  that  re¬ 
spondents  instituted  this  suit.”  (p.  317) 

“We  think  the  initiation  of  a  proceeding  for  read¬ 
justment  of  the  tolls  of  the  Panama  Canal  is  a  matter 
that  Congress  has  left  to  the  discretion  of  the  Panama 
Canal  Co.  ...  As  we  have  seen,  the  present  conflict 
rages  over  questions  that  at  heart  involve  problems  of 
statutory  construction  and  cost  accounting:  Whether 
an  operating  deficit  in  the  auxiliary  or  supporting  activ¬ 
ities  is  a  legitimate  cost  in  maintaining  and  operating 
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the  Canal  for  purpose  of  the  toll  formula.  These  are 
matters  on  which  experts  may  disagree;  they  involve 
nice  issues  of  judgment  and  choice,  New  York  v.  United 
States,  331  U.S.  284,  335,  which  require  the  exercise  of 
informed  discretion.  .  .  .  But  where  duty  to  act  turns 
on  matters  of  doubtful  or  highly  debatable  inference 
from  large  or  loose  statutory  terms,  the  very  construc¬ 
tion  of  the  statute  is  a  distinct  and  profound  exercise 
of  discretion.  See  Wack  v.  Rives,  267  U.S.  117,  183; 
Wilbur  v.  Korche,  281  U.S.  206,  219;  United  States,  ex 
rel.  Chicago  Great  Western  R.  Co.  v.  Interstate  Com¬ 
merce  Commission,  294  U.S.  50,  62-63.  We  then  must 
infer  that  the  decision  to  act  or  not  to  act  is  left  to  the 
expertise  of  the  agency  burdened  with  the  responsibility 
for  decision. 

“We  think  this  case  is  in  that  area.  The  petitioner, 
as  agent  of  the  President,  is  given  questions  of  judg¬ 
ment  requiring  close  analysis  and  nice  choices.  Peti¬ 
tioner  is  not  only  agent  for  the  President  but  a  creature 
of  Congress.  It  is  in  close  terms  with  its  committees, 
reporting  to  the  Congress  airing  its  problem  before 
them,  looking  to  Congress  for  guidance  and  direction. 

“It  is  at  least  arguable  that  Congress  to  date  has 
sided  with  petitioner  and  against  the  Comptroller  Gen¬ 
eral  in  construing  Sec.  411  and  412  of  the  code.  For, 
Congress,  fully  advised  of  the  Comptroller  General’s 
views  in  his  Report  for  1954,  approved  the  budgets  for 
the  Panama  Canal  Co.  for  1956,  1957  and  1958,  based 
on  petitioner’s  interpretation  of  the  statute  and  its 
method  of  accounting  and  cost  allocation  .  .  .  That  does 
not  necessarily  mean  the  construction  of  the  act,  pressed 
on  us  and  in  Congress,  is  the  correct  one.  It  does,  how¬ 
ever,  indicate  that  the  question  is  so  wide  open  and  at 
large  as  to  be  left  at  this  stage  to  agency  discretion  .  .  .” 

Now  let  us  consider  the  facts  of  our  case  in  the  light  of  these 
decisions. 

Every  Administrator  of  REA  has  made  loans  to  borrowers  for 
the  purpose  of  bringing  central  station  electric  service  to  per¬ 
sons  in  rural  areas  who  were  not  receiving  such  service,  even 
though  there  were  private  power  companies  in  the  area  which 
were  ready,  able,  willing  and  even  anxious  to  serve  such  persons. 
There  could  not  have  been  any  rural  electrification  program  in 
the  beginning,  it  could  not  have  succeeded  as  it  has,  and  it  could 
not  continue  to  exist  in  the  future  if  the  Administrators  had  not 
done  so.  The  unserved  farmers  of  the  country  whose  plight  led 
to  the  creation  of  the  REA  were  not  unserved  because  the  private 
power  companies  were  not  in  or  near  the  areas  where  they  lived. 
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There  were  always  private  power  companies  nearby,  but  the 
private  power  companies  attached  such  onerous  conditions  to 
serving  the  unserved  farmers  of  the  country  that  the  latter  could 
not  afford  to  take  service  from  the  private  power  companies. 
That  is  why  REA  was  created — to  provide  funds  for  bringing 
service  to  those  farmers  and  other  unserved  persons  in  rural  areas. 
Under  the  test  applied  by  the  Comptroller  General  there  would 
have  been  no  purpose  in  creating  the  REA  since  the  Administra¬ 
tor  still  would  not  have  authority  to  lend  money  to  serve  those 
for  whose  benefit  the  Act  was  passed. 

Over  the  years  REA  borrowers  have  been  plagued  by  so-called 
“spite  line  construction”  by  private  power  companies.  When 
power  companies  learned  of  the  formation  of  a  cooperative  to 
borrow  money  from  the  REA  they  would  often  build  lines  into 
the  best  parts  of  the  cooperative  area  to  skim  the  cream  from  that 
area  and  make  impossible  the  organization  of  a  cooperative  to 
serve  that  area.  In  such  case,  whenever  possible,  the  Adminis¬ 
trators  of  REA  always  lent  money  to  the  cooperatives  to  con¬ 
struct  systems  to  serve  the  still  unserved  persons  in  those  areas. 
Yet  the  power  companies  were  ready,  able  and  willing  to  serve 
those  unserved  persons  on  their  own  terms. 

Without  deviation  or  exception,  whenever  the  loan  was  eco¬ 
nomically  feasible  REA  has  made  it,  provided  only  that  its  prin¬ 
cipal  purpose  was  to  bring  service  to  unserved  persons  in  rural 
areas — or  to  continue  supplying  their  requirements — without  re¬ 
gard  to  the  existence  or  non-existence  of  a  private  power  company 
in  the  area.  This  has  been  the  consistent  interpretation  of  the  Ad¬ 
ministrator’s  lending  authority  as  interpreted  by  every  Admin¬ 
istrator  of  REA  and  by  every  lawyer  who  has  had  the  respon¬ 
sibility  of  advising  these  Administrators  on  their  lending  powers. 
In  these  circumstances,  even  if  the  enabling  statute  were  am¬ 
biguous,  every  court  in  the  land  would  uphold  this  consistent 
interpretation  of  22  years  duration.  The  Comptroller  General 
cannot  do  otherwise. 

It  should  be  noted  in  this  connection  that  the  lending  policies 
of  the  REA  Administrators  have  been  subject  to  review  every 
year  in  connection  with  the  hearings  on  REA  appropriations. 
Never  has  any  committee  of  Congress  questioned  the  power  of  the 
Administrator  to  lend  money  in  accordance  with  the  plain  dic¬ 
tates  of  the  enabling  statute  and  this  approval  of  the  lending 
policies  by  the  Congress  has  been  obtained  with  the  full  knowl¬ 
edge  of  the  interested  committees  of  what  those  practices  have 
been.  The  private  power  companies  have  made  certain  that  Con¬ 
gress  knew  of  this  particular  practice  by  appearing  before  the 
Congressional  committees,  time  and  time  again  over  the  entire 
22  years,  to  contend  for  the  position  now  adopted  by  the  Comp¬ 
troller  General.  Congress  by  its  actions  over  these  22  years 
clearly  demonstrated  that  it  intends  that  the  RE  Act  be  applied 
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as  written.  The  Comptroller  General  cannot  ignore  this  history 
of  consistent  congressional  approval. 

In  addition  to  these  facts,  we  find  that  Congress  clearly  in¬ 
tended  to  invest  the  Administrator  with  the  full  authority  to 
administer  the  act. 

In  the  House  debate,  opponents  of  the  bill  sought  to  attack  it 
on  the  ground  that  it  vested  the  Administrator  with  unlimited 
discretion.  The  answers  to  these  objections  stress  the  fact  that 
such  discretion  was  being  committed  to  the  Administrator  and 
was  necessary.  Thus,  Representative  Rayburn  stated  (80  Cong. 
Rec.  5281),  “The  gentleman  from  Connecticut  (Mr.  Merritt)  re¬ 
marked  about  the  bill  and  the  great  power  that  was  given  to  the 
Administrator.  Well,  the  power  must  be  lodged  somewhere  .  . 

Similarly,  in  the  Senate  debates,  during  a  discussion  on  the 
question  of  the  Administrator’s  authority,  in  which  it  was  gen¬ 
erally  understood  that  the  Administrator  was  to  have  a  broad 
discretion  in  the  making  of  loans,  Senator  Norris  said : 

“. .  .  Another  thing  about  the  general  authority  that  is 
given  to  this  rural  electrification  I  am  reminded  of  now, 
and  this  exemplifies  it.  We  must  give  to  the  Adminis¬ 
trator  a  very  wide  discretion  in  carrying  out  the  plan 
I  have  just  suggested.  We  cannot  lay  down  a  hard 
and  fast  rule  as  to  just  how  much  density  of  population 
there  shall  be  or  in  how  much  of  a  compact  territory  it 
will  be,  because  there  will  be  some  places  where  by 
reason  of  extreme  density  of  farm  population  they  will 
be  able  to  take  in  a  comparatively  large  area  of  country 
where  the  population  is  not  dense  and  thus  give  the 
benefit  of  the  rural  electrification  to  as  many  farm 
people  as  is  possible.”  (80  Cong.  Rec.  2759) 

In  the  Panama  Canal  Co.  case  (supra),  Mr.  Justice  Douglas  in 
effect  told  the  Comptroller  General  that  since  Congress  had  left 
the  decision  to  the  discretion  of  the  agency,  that  decision  was 
none  of  his  business.  How  much  more  so  is  that  admonishment 
applicable  to  this  case!  This  is  especially  so  because  there  Mr. 
Justice  Douglas  inferred  the  commitment  of  this  discretion  by 
Congress.  Here,  the  legislative  history  makes  plain  that  Congress 
so  intended. 


U 

Every  lawyer  who  had  had  the  official  responsibility  of 
advising  the  Administrator  on  his  legal  powers  has  tak¬ 
en  a  position  contrary  to  the  Comptroller  General’s  letter. 

The  Comptroller  General’s  opinion  quotes  from  an  opinion  of 
the  Solicitor  of  the  Department  of  Agriculture  and  claims  that 
that  opinion  supports  his  position.  Counsel,  on  the  basis  of  per- 
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sonal  knowledge,  first  wants  to  make  this  categorical  statement — 
neither  the  quoted  opinion,  nor  the  opinion  of  any  other  attorney 
who  had  or  has  the  responsibility  of  interpreting  the  RE  Act  or 
advising  the  Secretary  of  Agriculture  or  the  Administrator  of 
REA  with  respect  to  RE  Act  has  ever  taken  the  position  which 
the  letter  takes.  On  the  contrary  each  of  them  has  always  held 
that  the  act  authorizes  the  Administrator  to  lend  money  to  pro¬ 
vide  electric  service  to  any  person  in  a  rural  area  who  is  not 
receiving  central  station  service,  whether  or  not  there  was  a 
private  power  company  in  the  area  which  was  ready,  able  and 
willing  to  serve  that  person. 

The  Solicitor’s  opinion,  which  is  quoted  in  the  letter,  clearly  and 
plainly  conceives  of  prohibited  competition  only  as  service  to 
persons  already  served.  The  very  portions  of  the  opinion  which 
are  quoted  show  that.  Thus,  the  quotation  reads  in  part: 
“Where  the  effect  of  a  proposed  loan,  regardless  of  its  essential 
purpose,  would  be  to  substitute  a  competitive  REA-financed  serv¬ 
ice  to  persons  already  served,  the  loan  may  not  be  made.”  (em¬ 
phasis  supplied)  This  is  the  kind  of  competition  which  the  Solicitor 
says  cannot  be  financed  by  REA.  No  other  interpretation  of  the 
Solicitor’s  opinion  is  possible — and  the  opinioit  completely  de¬ 
stroys  the  contention  of  the  Comptroller  General. 

5 

Previous  Comptroller  Generals  have  agreed  with  our 
position  and  held  the  opposite  from  the  holding  in  this 
Comptroller  General’s  letter. 

It  is  most  significant  that  when  questioned  with  respect  to  the 
lending  powers  of  the  REA  Administrator,  previous  Comptroller 
Generals  held  exactly  the  opposite  from  the  holding  in  this  letter 
of  the  present  Comptroller  General.  Thus,  in  a  letter  to  the 
Honorable  Malcolm  C.  Tarver,  dated  March  12,  1943  (B-32920) 
then  Comptroller  General  Lindsay  C.  Warren  says: 

“Of  course,  the  question  as  to  whether  the  basic  pur¬ 
pose  of  a  proposed  loan  in  a  particular  case  is  to  provide 
electric  service  to  unserved  persons  in  rural  areas  is  a 
matter  for  determination  administratively,  rather  than 
by  this  office,  after  a  thorough  consideration  of  the  perti¬ 
nent  facts  and  circumstances  in  the  case.  And,  while  it 
is  realized  that  the  accomplishment  of  the  essential  stat¬ 
utory  purpose  of  a  loan  of  the  type  here  involved  which 
is  presented  to  the  Administrator  for  approval  at  this 
time  would  be  delayed,  in  all  probability,  until  after  the 
cessation  of  the  present  emergency  because  of  the  short¬ 
age  of  critical  materials  required  in  connection  with  the 
erection  of  the  facilities  contemplated  thereby,  it  would 
seem  that,  in  view  of  the  authority  which  the  Congress 
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has  vested  in  the  Administrator  and  in  the  absence  of 
any  statutory  provision  prohibiting  the  use  of  appropri¬ 
ated  funds  for  the  purpose  of  such  a  loan,  the  determina¬ 
tion  made  by  the  Administrator  with  respect  to  the 
question  as  to  the  approval  of  the  loan  must  be  regarded 
as  a  matter  of  policy  and,  therefore,  not  subject  to 
review  by  this  office. 

“Hence,  if  it  be  deemed  desirable  to  limit  the  authority 
of  the  Administrator  in  this  respect  so  as  to  preclude 
the  possibility  of  the  authorization  by  him  of  a  loan  of 
the  type  here  involved  where  the  funds  included  therein 
will  not  in  the  immediate  future  provide  electric  service 
to  unserved  persons  in  rural  areas,  it  is  suggested  that 
such  object  may  be  effectuated  by  the  enactment  of 
legislation  specifically  prohibiting  the  authorization  of 
a  loan  by  the  Administrator  in  any  case  where  there  is 
reason  to  believe  that  the  essential  statutory  purpose 
of  the  loan  cannot  be  accomplished  until  after  the  termi¬ 
nation  of  the  present  emergency."  (emphasis  supplied) 

The  then  Comptroller  General  in  his  letter  to  Mr.  Tarver  not 
only  makes  it  clear  that  the  basic  purpose  of  the  RE  Act  is  to 
provide  money  for  the  bringing  of  electric  service  to  unserved 
persons  in  rural  areas,  but  that  how  and  when  this  should  be 
done  is  a  matter  for  the  discretion  of  the  Administrator — and  if 
Congress  wishes  to  limit  that  discretion  it  should  do  so  by 
enacting  legislation  to  that  effect. 

Again,  in  a  letter  by  the  then  Acting  Comptroller  General 
(R.  N.  Elliott),  addressed  to  the  Administrator  of  the  Rural 
Electrification  Administration  under  date  of  January  17,  1939 
(B-651),  where  the  question  under  consideration  was  the  author¬ 
ity  of  the  Administrator  to  make  a  loan  for  the  purpose  of  pro¬ 
viding  generating  and  transmission  facilities  which  would  inci¬ 
dentally  benefit  a  city  having  a  population  in  excess  of  1500 
inhabitants,  it  was  held: 

“On  the  basis  of  the  statement  of  facts  as  presented 
in  your  letter,  there  appears  ample  justification  for  the 
conclusion  that  the  primary  purpose  of  the  proposed 
increase  in  the  amount  of  the  loan  and  the  interchange 
agreement  is  the  furnishing  of  electric  energy  to  per¬ 
sons  in  rural  areas  as  provided  for  under  the  statute." 
(emphasis  supplied) 

The  letter  upheld  the  Administrator’s  authority  to  make  the 
loan  in  question.  This  once  more  shows  that  previously  the 
Office  of  the  Comptroller  General  not  only  interpreted  the  Ad¬ 
ministrator’s  powers  as  provided  by  the  actual  wording  of  the 
RE  Act,  but  went  on  to  hold  proper  any  loan  which  had  as  its 
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major  purpose  the  bringing  of  electric  service  to  unserved  per¬ 
sons  in  rural  areas. 

See  also  letter  to  the  Honorable  Lyle  H.  Boren,  dated  Decem¬ 
ber  1,  1942  (B-29463)  from  Comptroller  General  Warren. 

We  pose  this  query:  Could  any  holdings  possibly  be  more 
diametrically  opposed  to  the  present  Comptroller  General’s  letter 
than  those  cited  above? 

Patently,  the  letter  to  which  this  brief  is  addressed  represents 
a  drastic  and  startling  reversal. 


6 

The  Department  of  Justice  and  the  U.  S.  District  Court 
for  the  District  of  Columbia  disagree  with  the  Comp¬ 
troller  General. 

The  Department  of  Justice  has  had  to  take  a  position,  in  con¬ 
nection  with  litigation  questioning  the  lending  powers  of  the 
Administrator,  on  what  those  powers  are. 

Thus,  in  a  brief  filed  on  behalf  of  the  Government  of  the 
United  States  District  Court  for  the  District  of  Columbia,  in  the 
case  of  Kansas  City  Power  &  Light  Company  v.  McKay,  115 
F.  Supp.  402  (1955),  the  Department  of  Justice  sets  forth  a 
concise  and  forceful  statement  of  its  position: 

“Plaintiffs  argue  that  the  RE  Act  forbids  loans  even 
for  the  purpose  of  serving  the  unserved,  when  central 
station  service  is  ‘available  in  the  area,’  and  that  even 
distribution  lines  may  be  financed  by  REA  only  when 
they  are  ‘necessary  to  make  central  station  service  fully 
available  to  the  residents  of  the  area.’ 

(Plaintiff’s  brief,  p.  37)  These  arguments  are  in  direct 
contradiction  of  the  language  of  the  RE  Act,  which 
explicitly  provides  that  loans  may  be  made  ‘for  the 
furnishing  of  electric  energy  to  persons  in  rural  areas 
who  are  not  receiving  central  station  service’.  This  dis¬ 
tinction  between  ‘areas’  and  ‘persons’  was  made  quite 
clear  in  the  Senate  debate  before  the  Act  was  passed. 
Thus,  Senator  Norris,  in  charge  of  the  bill  on  the  Senate 
floor,  replied  to  Senator  King  as  follows: 

‘MR.  KING.  If  an  organization  were  formed  beyond 
the  10-mile  limit  to  which  I  have  just  referred  and 
within  which  limit  the  farmers  are  supplied  with  elec¬ 
tric  energy,  that  organization  would  not  be  permitted 
to  come  back  into  the  10-mile  area  to  furnish  light  to 
farmers  already  receiving  it? 

‘MR.  NORRIS.  Not  to  those  already  receiving  it,  but 

it  might  come  into  the  10-mile  area  and  supply  farmers 
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who  were  not  receiving  it.  That  is  a  distinction  which 
I  think  ought  to  be  drawn.’  (80  Cong.  Rec.  2752). 

In  the  course  of  this  debate,  Senator  King  offered  a 
proposed  substitute  bill  which  would  have  limited  the 
beneficiaries  of  the  RE  Act  to  those  ‘for  whom  such 
service  may  not  be  furnished  or  made  available  by  com¬ 
peting  private  enterprise.’  (80  Cong.  Rec.  3229-30). 

This  amendment  was  rejected  by  the  Senate  without 
debate.  (80  Cong.  Rec.  3317 ;  see  Appendix  A  to  Reply 
Memorandum  in  Support  of  Defendants’  Motion  for 
Summary  Judgment,  p.  11)  Plaintiffs,  however,  seem 
to  labor  under  the  impression  that  this  amendment 
was  adopted.  They  persist  in  referring  to  the  RE  Act 
as  though  it  reserved  to  them  all  ‘areas’  in  which  they 
might  be  rendering  service,  or  all  persons  to  whom  they 
may  deem  themselves  in  a  position  to  make  service 
‘available’  at  some  time  in  the  future.  (Pages  47-48) 

The  Department  of  Justice  reiterates  this  position  in  its  brief 
filed  in  the  United  States  Court  of  Appeals  in  this  same  case 
(225  F.  2d  924  (1955)).  In  addition,  the  brief  contains  these 
pertinent  observations  supporting  our  position. 

“.  .  .  In  the  debates  on  the  RE  bill,  it  was  pointed 
out  that  a  broad  delegation  of  power  was  essential  for 
the  administration  of  the  rural  electrification  program 
(80  Cong.  Rec.  5277,  5278,  5281).  Since  passage  of  the 
RE  Act,  review  of  the  exercise  of  the  Administrator’s 
power  to  make  loans  for  generation  and  transmission 
facilities  has  been  urged  on  Congress  repeatedly  with¬ 
out  success.”  (Page  48) 

“This  Congressional  record  of  repeated  rejections  of 
proposed  review  of  generation  and  transmission  loans 
by  expert  regulatory  bodies  indicates  that  review  was 
not  intended  except  such  as  would  be  provided  by  Con¬ 
gress  through  its  annual  consideration  of  appropria¬ 
tions.”  (Page  49) 

Our  position  was  again  taken  by  the  Department  of  Justice 
in  its  brief  filed  in  Iowa-Illinois  Gas  and  Electric  Co.  v.  Ezra 
Taft  Benson,  Civil  Action  No.  3632-56,  U.S.  District  Court,  D.C. 
That  case  involved  the  validity  of  the  same  loan  which  has  been 
held  invalid  in  the  Comptroller  General’s  letter.  (It  might  be 
noted  that  the  Iowa-Illinois  Gas  and  Electric  Company  contested 
this  loan  in  the  Iowa  State  courts,  as  well  as  in  the  Federal 
courts,  and  in  the  Federal  courts  it  carried  the  issue  up  to  the 
Supreme  Court.  It  failed  in  every  instance. 

These  quotations  show  that  the  Department  of  Justice  agrees 
that  the  statutory  language  means  what  it  says;  that  a  broad 
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discretion  in  the  making  of  loans  has  been  given  to  the  Adminis¬ 
trator  by  the  Congress ;  and  that  it  is  intended  that  the  exercise 
of  that  discretion  shall  be  subject  only  to  the  review  by  Con¬ 
gress  in  its  annual  consideration  of  appropriations.  And  as 
already  has  been  demonstrated,  Congress  in  this  annual  review 
has  approved  of  the  Administrator’s  application  of  the  enabling 
statute  in  the  language  in  which  it  was  written. 

Thus,  it  is  clear  that  the  Department  of  Justice  agrees  in 
every  respect  with  the  position  we  have  taken  and  is  diamet¬ 
rically  opposed  to  the  position  now  taken  by  the  Comptroller 
General. 

While  in  the  Kansas  City  case,  supra,  the  Court  of  Appeals 
made  its  decision  solely  on  the  basis  of  lack  of  standing  to  sue, 
and  the  Supreme  Court  denied  certiorari,  the  District  Court  went 
into  all  of  the  merits  of  the  case  in  a  lengthy  and  careful  opinion 
and  decided  each  substantive  issue  in  favor  of  the  Government. 
The  Complaint  and  Answer  in  that  case  had  joined  issue  squarely 
on  the  question  here  involved,  and  the  briefs  on  both  sides 
had  dealt  fully  with  that  question.  The  decision  is  therefore 
completely  at  odds  with  the  Comptroller  General’s  letter. 

There  never  would  have  been  a  rural  electrification 
program — and  the  program  that  now  exists  would  serve 
no  new  consumers — if  the  Comptroller  General’s  posi¬ 
tion  is  accepted. 

The  Comptroller  General’s  letter  is  recklessly  destructive  of 
the  Congressional  purpose  with  respect  to  the  REA  program. 

It  has  already  been  established  that  there  could  have  been 
no  REA  program  if  the  law  had  been  in  accordance  with  the 
holding  of  the  Comptroller  General  that  loans  can  not  be  made 
to  serve  unserved  persons  in  rural  areas  where  private  power 
companies’  lines  exist. 

The  situation  that  exists  today  makes  this  fact  even  more 
apparent.  It  is  doubtful  if  there  is  any  “area”  in  which  there 
are  no  facilities  of  a  private  power  company.  The  Comptroller 
General’s  position,  if  applied  to  today’s  situation,  would  mean 
that  the  Administrator  of  REA  could  make  no  loans  to  serve 
any  of  the  remaining  unserved  persons  in  rural  areas  unless  the 
private  power  companies  serving  those  areas  refuse  to  serve 
those  persons.  That  Congress  does  not  intend,  and  will  not 
permit,  such  wanton  destruction  of  the  rural  electrification  pro¬ 
gram  has  been  made  thoroughly  clear  by  the  consistent  praise 
it  has  bestowed  upon  that  program,  and  by  the  appropriations 
it  has  made  for  loans  by  REA,  year  after  year,  and  always  with 
full  knowledge  of  the  lending  policies  of  the  Administrator. 

To  deprive  any  rural  electric  system  serving  thinly  populated 
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areas  of  the  right  to  serve  the  profitable  new  loads  which  develop 
in  its  service  areas  would  sound  the  death  knell  financially  for 
that  system.  The  repayment  of  all  existing  REA  loans  would 
be  seriously  jeopardized.  Is  this  consistent  with  the  Comp¬ 
troller  General’s  grave  responsibility  to  protect  the  financial 
interests  of  the  Government? 

In  further  illustration  of  how  recklessly  destructive  of  the 
rural  electrification  program  this  holding  is,  consider  the  direc¬ 
tion  in  the  letter  that  “steps  should  be  taken  ...  to  recover 
immediately  .  .  .  the  amount  advanced  .  .  .”  Passing  over  the 
interesting  legal  question  of  how  this  result  could  be  accom¬ 
plished,  it  must  be  noted  that  if  this  holding  is  to  be  followed  in 
the  instant  case,  then  it  will  also  have  to  be  followed  in  count¬ 
less  other  cases  of  loans  already  made,  and  the  Administrator 
would  have  to  attempt  to  recover  immediately  hundreds  of 
millions  of  dollars  from  hundreds  of  REA  borrowers.  No  more 
certain  way  of  liquidating  the  rural  electrification  program  could 
be  developed ! 
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PART  2 

THE  DECISION  OF  THE  ADMINISTRATOR  THAT  THE 
CONSUMER  INVOLVED  IN  THE  INSTANT  CASE  WAS  A 
PERSON  IN  A  RURAL  AREA  NOT  RECEIVING  CENTRAL 
STATION  SERVICE  IS  CLEARLY  CORRECT— AND  THIS 
TYPE  OF  DECISION  IS  COMMITTED  TO  HIS  SOLE  DIS¬ 
CRETION. 

We  first  want  to  state  that  we  are  firmly  convinced  that  the 
Administrator  was  correct  in  his  decision  that  the  consumer 
involved  in  the  instant  case  was  an  unserved  person.  His  de¬ 
cision  was  based  upon  most  detailed  and  technical  facts  supplied 
to  him  by  the  cooperatives  and  the  consumer.  These  same  facts 
will  be  supplied  to  the  Comptroller  General  by  the  attorneys  for 
the  two  cooperatives  involved  in  the  briefs  which  they  will 
submit.  For  that  reason,  and  since  the  facts  are  lengthy  and 
complex,  we  shall  not  burden  this  brief  with  them.  We  have 
reviewed  them  and  are  convinced  they  clearly  establish  that  the 
consumer  was  a  person  not  receiving  service.  We  shall,  how¬ 
ever,  discuss  briefly  the  legal  issue  involved. 

The  Comptroller  General’s  letter  devotes  only  one  paragraph 
to  this  issue : 

“However,  aside  from  the  legislative  history  of  the 
central  station  service  limitation  we  are  of  the  view 
that  where  a  new  building  or  plant  (of  an  industrial 
company)  is  located  approximately  160  feet  from  an 
old  building  or  plant  of  the  same  company  on  the  same 
tract  of  ground  and  the  old  plant  is  receiving  central 
station  service  from  a  power  supplier  who  has  offered 
to  furnish  adequate  central  station  service  to  the  new 
plant,  there  appears  little  basis  for  considering  the 
new  plant  a  person  not  receiving  central  station  serv¬ 
ice  so  as  to  authorize  the  making  of  a  loan,  or  the  use 
of  loan  funds,  under  section  4  of  the  Rural  Electrifi¬ 
cation  Act  for  the  purpose  of  constructing  facilities  to 
furnish  electric  service  to  the  new  plant.” 

It  is  startling  to  find  the  Comptroller  General  making  such  an 
important  decision  by  merely  stating  his  general  conclusion, 
without  even  attempting  to  analyze  the  facts  relevant  to  the 
particular  case  or  to  discuss  the  reasons  for  reaching  that  con¬ 
clusion.  While  the  Comptroller  General  concludes  that  “there 
appears  little  basis  for  considering  the  new  plant  a  person  not 
receiving  central  station  service,”  the  facts  of  this  case,  which 
are  being  submitted  by  the  cooperatives,  clearly  demonstrate  that 
there  is  a  substantial  and  compelling  basis  for  so  doing. 

The  identity  of  ownership  is  not  relevant  to  the  legal  question 
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when  separate  establishments  are  involved.  This  is  easily  seen 
if  we  but  consider  the  illustrative  situation  of  the  ownership  by 
a  Congressman  of  an  unserved  farm  in  Iowa  and  of  a  served 
home  in  the  District  of  Columbia. 

Nor  is  the  distance  between  the  separate  establishments  con¬ 
trolling.  Consider  these  situations:  the  single  ownership  of  a 
multiple  housing  development,  with  the  owner  occupying  one 
house,  at  which  he  is  receiving  service,  and  renting  the  other 
houses,  which  are  at  the  moment  not  being  served.  Certainly, 
in  such  a  case,  whether  the  houses  are  individual  houses  or  row 
houses,  it  must  be  said  that  with  respect  to  the  unserved  houses 
the  owner  is  a  person  not  receiving  central  station  service  within 
the  meaning  of  the  RE  Act. 

On  the  other  hand,  indentity  of  ownership  is  relevant  in 
situations  involving  a  house  and  detached  garage,  or  a  house  and 
a  barn,  when  used  together.  It  is  most  interesting  to  note  that 
when  REA  first  ruled  that  a  barn  could  not  be  served  by  an 
REA  borrower  when  the  associated  house  was  already  receiving 
service  from  a  private  power  company,  Senator  Norris  objected 
vigorously  and  insisted  that  the  Act  did  not  prohibit  loans  for 
such  service.  Despite  his  protests,  REA  adhered  to  its  position. 
This  counsel  states  from  personal  knowledge. 

From  the  foregoing,  this  conclusion  is  inescapable:  if  the 
establishments  are  in  fact  separate  establishments,  service  to 
them  involves  service  to  separate  persons  under  the  RE  Act. 
In  such  a  case,  neither  identity  of  ownership  nor  proximity  of 
location  is  relevant. 

These  illustrations  also  make  it  plain  that  the  facts  in  each 
case  must  be  carefully  studied  and  analyzed  in  order  to  resolve 
the  “person  not  receiving  central  station  service”  question.  These 
facts  are  often,  as  in  the  instant  case,  complex  and  difficult  of 
analysis.  In  such  instances,  they  require  the  attention  of  highly 
trained  and  experienced  technicians,  who  alone  are  equipped  to 
furnish  the  correct  answers. 

There  could  not  be  a  clearer  illustration  of  what  Mr.  Justice 
Douglas  meant,  when  in  the  Panama  Canal  Co.  case,  supra,  he 
said:  “We  then  must  infer  that  the  decision  to  act  or  not  to  act 
is  left  to  the  expertise  of  the  agency  burdened  with  the  respon¬ 
sibility  for  decision.” 

Further  in  this  connection,  we  have  the  previously  noted  legis¬ 
lative  history  revealing  the  intent  of  Congress  that  there  be  the 
broadest  delegation  of  authority  to  the  Administrator — and  the 
recognition  of  that  fact  in  previous  Comptroller  General  opin¬ 
ions.  It  would  be  most  helpful  to  read  again,  at  this  point,  the 
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following  language  from  the  Comptroller  General’s  letter  to 
Congressman  Tarver,  supra : 

“Of  course,  the  question  as  to  whether  the  basic  pur¬ 
pose  of  a  proposed  loan  in  a  particular  case  is  to  pro¬ 
vide  electric  service  to  unserved  persons  in  rural  areas 
is  a  matter  for  determination  administratively,  rather 
than  by  this  office,  after  the  thorough  consideration  of 
the  pertinent  facts  and  circumstances  in  the  case 

.  it  would  seem  that,  in  view 

of  the  authority  which  the  Congress  has  vested  in  the 
Administrator  and  in  the  absence  of  any  statutory  pro¬ 
vision  prohibiting  the  use  of  appropriated  funds  for  the 
purpose  of  such  a  loan,  the  determination  made  by  the 
Administrator  with  respect  to  the  question  as  to  the 
approval  of  the  loan  must  be  regarded  as  a  matter  of 
policy  and,  therefore,  not  subject  to  review  by  this 
office.” 

Therefore,  it  must  be  concluded:  (1)  that  the  Administrator 
had  the  authority  to  make  the  loan  in  question ;  and  (2)  that  this 
decision  by  the  Administrator  was  his  alone  to  make  and  is  not  in 
any  way  subject  to  the  Comptroller  General’s  review  or  approval. 
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CONCLUSION 

The  National  Rural  Electric  Cooperative  Association,  on  behalf 
of  its  almost  950  members,  nearly  all  of  whom  are  REA  bor¬ 
rowers,  or  associations  of  borrowers,  and  who  serve  almost 
4,000,000  consumers  (nearly  15,000,000  people),  urges  upon  the 
Comptroller  General  the  immediate  and  complete  recission  of  his 
letter  in  order  to  avoid  the  complete  destruction  of  the  rural  elec¬ 
trification  program. 

To  characterize  the  effect  of  the  letter  as  the  complete  destruc¬ 
tion  of  the  rural  electrification  program  is  not  to  indulge  in  over¬ 
statement.  Under  the  rule  laid  down  in  the  letter,  REA  would  be 
forced  to  take  steps  to  recover  most  of  the  loan  funds  which  have 
been  advanced  to  borrowers  to  date.  Very,  very  few  loans  have 
been  made  which  would  not  run  afoul  of  the  strange  principle 
enunciated  by  the  Comptroller  General.  With  very  few  excep¬ 
tions  the  borrowers  would  be  forced  into  insolvency.  Very  few 
of  the  remaining  almost  half-million  unserved  farms  would  ever 
be  reached.  No  generating  loans  would  be  made.  In  short,  the 
power  companies  would  have  at  last  succeeded  in  their  continuous 
efforts  over  the  past  22  years  which  so  far  have  been  unsuccessful. 
There  would  be  a  return  to  the  days  before  the  rural  electrifica¬ 
tion  program  began  in  1935.  Many  who  have  received  electric 
service  under  this  program  would  lose  it. 


Respectfully  submitted, 

WISE  &  POTAMKIN 

by  . 

William  C.  Wise 


by  . . 

Lawrence  Potamkin 

Attorneys  for  National  Rural 
Electric  Cooperative  Association 
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INTRODUCTION 

In  this  pamphlet  we  present  the  NRECA  analysis  of  the 
Comptroller  General’s  revised  ruling  relating  to  the  REA  pro¬ 
gram.  This  revised  ruling  was  addressed  to  the  Secretary  of 
Agriculture  in  a  letter  from  the  Comptroller  dated  October  15, 
1958. 

It  will  be  recalled  that  the  Comptroller  General  issued  his 
first  letter  on  July  21,  1958.  At  that  time  he  ordered  an  unpre¬ 
cedented  restriction  on  the  Rural  Electrification  Administrator’s 
loan-making  authority.  The  ruling  completely  reversed  Con¬ 
gressional  intent  as  set  forth  in  the  1936  law  and  ignored  23 
years  of  Administrative  policy.  The  ruling  would  have  killed 
the  REA  loan  program  and  would  have  jeopardized  hundreds 
of  loans  previously  made. 

Protests  were  immediately  registered  by  the  U.  S.  Depart¬ 
ment  of  Agriculture,  Members  of  Congress,  rural  electric  co¬ 
operatives  and  the  National  Rural  Electric  Cooperative  Associa¬ 
tion.  Briefs  were  filed  by  the  USDA  General  Counsel,  the  Iowa 
co-ops  concerned  with  the  specific  case  and  NRECA. 

As  a  result  of  these  protests,  the  Comptroller  General 
issued  a  new  letter  October  15,  1958  amplifying  his  previous 
ruling.  In  his  new  version,  the  Comptroller  narrowed  the 
extent  of  the  limitation  he  would  place  upon  the  REA  Admin¬ 
istrator,  but  he  did  not  change  his  basic  position. 

When  the  revised  ruling  was  issued,  NRECA  retained  the 
law  firm  of  Wise  and  Potamkin  to  make  a  complete  analysis 
of  what  it  would  mean  to  rural  electric  systems.  Their  analysis 
appears  on  the  following  pages. 

It  is  ominously  clear  that  unless  this  ruling  is  withdrawn 
or  changed,  the  REA  program  will  be  fatally  damaged.  At 
this  point  apparently  only  Congress  can  deflect  or  soften  the 
effects  of  the  Comptroller’s  disruptive  and  destructive  ruling. 
It  is  our  hope  that  Congress  will  investigate  the  ruling  and  its 
background — how  it  was  instigated  in  the  first  place,  since  so 
much  of  the  power  company  argument  appears  in  the  ruling, 
and  why  the  Comptroller  General  should  now  seek  to  give  the 
power  companies  an  interpretation  they  failed  to  get  either 
from  Congress  or  the  courts. 

This  action  by  the  Comptroller  General  appears  to  be  just 
one  more  segment  of  the  comprehensive  Master  Plan  that  has 
been  unfolding  in  recent  months  and  that  obviously  has  for  its 
purpose  the  ultimate  destruction  of  the  rural  electrification 
program. 


Clyde  T.  Ellis,  General  Manager 
National  Rural  Electric  Cooperative  Association 
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Analysis  of 

The  Comptroller  General’s  Letter  and  Ruling 

of 

October  15,  1958 
to 

Secretary  of  Agriculture 


FOREWORD 

On  October  15,  1958,  the  Comptroller  General  addressed 
a  second  letter  to  the  Secretary  of  Agriculture  on  the  subject 
of  the  lending  authority  of  REA.  Although  he  has  made  sub¬ 
stantial  changes  in  his  first  ruling,  he  still  holds  that  Congress 
did  not  mean  what  is  so  clearly  said  in  the  Rural  Electrifica¬ 
tion  Act — and  his  new  ruling  is  still  completely  in  error  and 
utterly  destructive  of  the  rural  electrification  program. 

In  his  first  letter  to  the  Secretary  of  Agriculture,  dated 
July  21,  1958,  the  Comptroller  General  ruled: 

1.  That  the  Administrator  of  REA  had  no  authority  to 
make  loans  to  provide  electric  service  “to  an  area  already 
served  by  private  power  companies  when  such  companies  are 
willing  to  provide  adequate  central  station  service  to  persons 
within  the  area  who  are  not  tied  to  the  power  lines.”  (emphasis 
supplied).  No  definition  of  “area”  was  furnished  and  no  limita¬ 
tion  was  placed  upon  the  extent  of  the  “area”  which  could  not 
be  reached  by  REA  loans. 

2.  In  addition  to  this  general  ruling  that  applies  to  all 
REA  loans,  the  Comptroller  General  also  ruled  that,  in  the 
specific  case  in  question,  a  new  plant  being  constructed  by  a 
company  which  was  receiving  25  cycle  electric  service  from  a 
power  company  at  an  old  plant  could  not  be  considered  a  person 
not  receiving  central  station  service  even  though  the  following 
facts  were  established  by  the  cooperatives  and  the  Department 
of  Agriculture:  (a)  the  new  plant  was  160  feet  from  the  old 
plant;  (b)  the  new  plant  was  a  completely  separate  operation 
from  the  old  plant;  (c)  the  new  plant  required  60  cycle  service 
and  to  give  such  service  the  power  company  would  have  to 
spend  approximately  $100,000  to  reconstruct  its  existing  facili¬ 
ties  running  to  the  old  plant  and  to  extend  heavy  transmission 
facilities  for  160  feet;  (d)  the  consumer’s  capital  investment 
in  the  new  plant  greatly  exceeded  its  capital  investment  in  the 
old  plant ;  (e)  the  power  requirements  of  the  new  plant  greatly 
exceeded  the  power  requirements  of  the  old  plant;  (f)  “There 
is  a  respectable  body  of  technical  and  engineering  opinion  that 
25  cycle  service  is  outmoded  and  obsolete,  and  therefore  is  not 
adequate  central  station  service”;  (g)  the  location  and  scope  of 
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the  new  plant  were  determined  by  the  consumer  on  the  basis  of 
its  desire  for  a  new  electric  supplier;  (h)  the  new  plant  was  in 
territory  already  being  served  by  the  cooperative  and  the  co¬ 
operative  was  already  serving  a  housing  facility  of  the  com¬ 
pany  on  the  same  site;  and  (i)  the  rate  which  the  power  com¬ 
pany  wanted  to  charge  for  service  to  the  new  plant  was  so  high 
that  it  would  make  the  plant  uneconomical  to  operate. 

3.  Because,  in  the  opinion  of  the  Comptroller  General,  the 
loan  made  by  REA  to  enable  the  cooperative  to  serve  the  new 
plant  was  unauthorized,  the  Administrator  was  directed  to  take 
steps  “to  recover  immediately  .  .  .  the  amount  advanced.  .  .  .” 

In  briefs  which  were  filed  by  the  Department  of  Agricul¬ 
ture,  NRECA  and  the  cooperatives  involved,  with  the  Comp¬ 
troller  General  in  reply  to  his  first  letter,  the  following  was 
clearly  and  definitely  established:  The  Comptroller  General’s 
ruling  was  completely  without  basis.  That  ruling  had  attempted 
to  rewrite  the  Rural  Electrification  Act,  which  in  plain  language 
gave  the  Administrator  the  right  to  make  loans  to  serve  all 
“persons  in  rural  areas  who  are  not  receiving  central  station 
service.  .  .  .”  It  misused  what  little  legislative  history  it  re¬ 
ferred  to  and  failed  to  consider  the  large  mass  of  legislative 
history  which  clearly  supported  the  Administrator.  It  mis¬ 
interpreted  an  opinion  of  a  Solicitor  of  the  Department  of  Agri¬ 
culture  and  ignored  the  fact  that  for  23  years  the  Administra¬ 
tor  had  been  making  such  loans  and  that  every  Government 
official  and  lawyer  charged  with  the  legal  interpretation  of  the 
Rural  Electrification  Act  had  approved  the  making  of  such 
loans.  It  ignored  the  fact  that  Congress  was  well  aware  that 
the  Administrator  was  making  such  loans  and  by  its  continued 
appropriations  without  restrictions  approved  the  making  of 
such  loans.  It  also  ignored  the  fact  that  a  United  States  Dis¬ 
trict  Court  had  approved  the  Administrator’s  power  to  make 
such  loans.  And  it  ignored  the  fact  that  the  Department  of 
Justice  had  taken  a  firm  stand  on  the  question  in  full  support 
of  the  Department  of  Agriculture’s  position. 

Comptroller  Reaffirms  His  Position 

Despite  the  clear  demonstration  in  those  briefs  that  his 
original  ruling  was  completely  and  wholly  without  basis,  the 
Comptroller  General  has  in  effect  reaffirmed  his  position.  Where¬ 
as  his  original  ruling  was  set  forth  in  8  pages,  he  now  takes  25 
pages  to  explain  and  clarify  that  ruling. 

In  his  letter  of  October  15,  the  Comptroller  General  holds: 

1.  That  what  he  meant  by  his  first  letter  when  he  said  that 
REA  loans  could  not  be  made  to  “furnish  power  to  an  area 
already  served  by  private  power  companies  when  such  com¬ 
panies  are  willing  to  provide  adequate  central  station  service 
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to  persons  within  the  area  who  are  not  tied  to  the  power  lines,” 
was  that  persons  who  were  located  “on”,  or  “along  side  of”, 
or  “adjacent  to”,  or  “within  a  reasonable  distance  of”  the  power 
lines  of  a  power  company  could  not  be  served  by  facilities  finan¬ 
ced  by  REA  if  the  power  company  were  willing  to  serve  them 
at  a  “reasonable  price.”  Thus,  although  he  denies  that  this 
constitutes  a  “new”  ruling,  it  is  in  fact  new,  since  the  “area” 
placed  outside  the  reach  of  REA  loans  has  been  reduced — al¬ 
though,  as  before,  none  can  say  just  what  the  area  is — and  the 
completely  new  requirement  has  been  added  that  the  service 
offered  by  the  power  company  must  be  at  “a  reasonable  price”. 

2.  The  loan  in  question  is  still  unauthorized,  according  to 
the  Comptroller  General,  on  both  the  ground  of  his  general  “in¬ 
terpretation”  of  the  lending  authority  of  the  Administrator 
and  on  the  ground  that  the  new  plant  was  not  an  unserved  person. 

3.  Although  he  still  holds  that  the  loan  was  improper,  the 
Comptroller  General  no  longer  requires  the  Administrator  to 
take  steps  to  obtain  the  immediate  return  of  the  loan  funds,  since 
they  have  been  expended  and  the  cooperative  is  under  contract 
to  return  them. 

The  October  15  ruling  is  as  completely  wrong  and  without 
basis  as  was  the  July  21  letter — and  the  Comptroller  General 
has  followed  the  same  disregard  of  ethical  practice  and  of  Gov¬ 
ernmental  procedure  that  marked  his  actions  in  connection  with 
his  first  letter.  Before  issuing  his  first  letter  he  had  given  no 
indication  whatsoever  that  he  was  considering  changing  the 
fundamental  powers  of  the  Administrator  under  the  Rural  Elec¬ 
trification  Act.  He  not  only  did  not  notify  the  Cooperatives  or 
the  Department  of  Agriculture  that  he  was  considering  making 
such  a  momentous  ruling,  he  did  not  even  take  the  trouble  to 
raise  the  questions  which  he  had  in  his  mind  or  to  discuss  the 
matter  in  any  preliminary  fashion.  Instead,  after  making  only 
routine  inquiries  of  the  Department,  he  issued  his  power  company 
ruling  completely  “out  of  the  blue.” 

Similarly,  in  issuing  this  new  “interpretation”  and  “clari¬ 
fication”  of  his  first  ruling,  he  has  not  even  taken  the  trouble 
to  check  facts  or  assumptions  with  anyone  other  than  the  power 
company,  although  a  mere  ’phone  call  to  the  Department  or  the 
Cooperative  could  have  given  him  the  necessary  information. 
Thus,  he  “assumes”  every  fact  that  would  seem  to  support  his 
predetermined  position  except  where  he  uses  information  which 
he  has  obviously  obtained  from  the  power  company  after  the 
briefs  were  filed. 

This  second  letter  and  ruling,  as  will  be  demonstrated,  is  as 
completely  without  basis  as  the  first.  In  the  detailed  analysis 
which  follows,  points  are  discussed  in  the  order  in  which  they 
appear  in  the  Comptroller  General’s  letter,  with  general  observa¬ 
tions  at  the  end. 
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The  Comptroller  General  Attempts  to  Change  the  Clear 
Meaning  of  the  RE  Act 

It  must  first  be  noted  that  even  the  Comptroller  General 
admits  that  the  language  of  the  Rural  Electrification  Act  grants 
the  Administrator  the  right  to  lend  money  to  bring  electric 
service  to  any  unserved  person  in  any  rural  area,  but  he  seeks 
to  change  the  meaning  of  the  Act  by  the  use  of  legislative  history. 

As  has  been  definitely  established  by  the  briefs  submitted 
to  him  on  his  letter  of  July  21,  and  as  will  be  demonstrated 
again  below  herein,  the  legislative  history  lends  the  Comptroller 
General  no  support,  but  instead  clearly  supports  the  Adminis¬ 
trator.  Nevertheless,  to  clearly  understand  the  Comptroller 
General’s  completely  erroneous  and  partisan  handling  of  this 
matter,  let  us  consider  his  treatment  of  the  legal  question  in¬ 
volving  his  right  to  look  behind  the  plain  language  of  the  statute. 

If  there  is  any  one  outstanding  characteristic  which  dis¬ 
tinguishes  both  of  the  Comptroller  General’s  letters,  it  is  that  of 
citing  language  out  of  context  and  stating  legal  propositions 
incorrectly.  Thus,  the  Comptroller  General  attempts  to  justify 
his  disregard  of  the  clear  and  unambiguous  language  of  the 
Rural  Electrification  Act  by  quoting  from  text  authorities  and 
cases  to  justify  his  looking  at  the  legislative  history,  despite 
the  fact  that  the  law  is  clear  to  the  effect  that  legislative  his¬ 
tory  cannot  be  resorted  to  to  change  the  plain  meaning  of  clear 
and  unambiguous  statutory  language.  As  in  all  other  instances, 
the  authorities  cited  by  the  Comptroller  General  do  not  support 
his  position. 

The  Comptroller  General  first  refers  to  Sutherland,  Statu¬ 
tory  Construction,  from  whom  NRECA  quoted  in  its  previous 
brief,  and  attempts  to  demonstrate  from  that  quotation  that 
he  had  the  right  to  use  the  legislative  history  in  his  endeavor  to 
establish  that  the  clear  and  unambiguous  words  of  the  statute  do 
not  mean  what  they  say.  The  quotation  used  by  the  Comp¬ 
troller  General  itself  starts  out  with  these  words: 

“The  most  common  rule  of  statutory  interpretation  is 
the  rule  that  a  statute  clear  and  unambiguous  on  its 
face  need  not  and  cannot  be  interpreted  by  a  court  and 
only  those  statutes  which  are  ambiguous  and  of  doubt¬ 
ful  meaning  are  subject  to  the  process  of  statutory  in¬ 
terpretation.” 

The  remainder  of  the  quotation  in  the  Comptroller  Gen¬ 
eral’s  letter  indicates  that  the  author  is  to  some  extent  per¬ 
sonally  critical  of  the  rule  and  feels  that  if  “the  words  are 
sufficiently  flexible”  (emphasis  supplied),  they  should  be  con¬ 
strued.  Nowhere  does  he  even  imply  that  the  rule  is  not  as 


RURAL  ELECTRIFICATION  LOANS 


161 


stated  in  his  first  sentence  and  in  NRECA’s  brief.  His  position 
is  made  clear  by  Sec.  4706,  from  which  the  Comptroller  General 
quotes,  but  as  usual  omits  that  part  which  makes  it  clear  he 
could  not  properly  do  that  which  he  has  done  in  the  instant  case. 
The  omitted  language  which  follows  immediately  after  the 
Comptroller  General’s  language  reads:  (Sec.  4706) 

“While  the  intention  of  the  legislature  must  be  ascer¬ 
tained  from  the  words  used  to  express  it,  the  manifest 
reason  and  obvious  purpose  of  the  law  should  not  be 
sacrificed  to  a  literal  interpretation  of  such  words.  Thus 
words  or  clauses  may  be  enlarged  or  restricted  to  har¬ 
monize  with  other  provisions  of  an  act.  The  particular 
inquiry  is  not  what  is  the  abstract  force  of  the  words 
or  what  they  may  comprehend,  but  in  what  sense  were 
they  intended  to  be  used  in  the  act.  The  sense  in  which 
they  were  used  by  the  legislature  furnishes  the  rule  of 
interpretation  and  when  this  cannot  be  determined  from 
the  context  of  the  act,  the  court  may  resort  to  extrinsic 
aids.  Obviously,  if  the  words  of  the  act  indicate  the 
legislative  intent  other  sources  may  not  be  resorted  to 
to  establish  a  meaning  contrary  to  that  intention.” 
(emphasis  supplied) 

There  are  also  quotations  from  four  cases  in  the  Comp¬ 
troller  General’s  letter  in  support  of  his  position  that  he  had 
the  right  to  resort  to  the  legislative  history  in  our  case.  It  is 
sufficient  to  say  that  in  each  of  those  cases  the  language  of  the 
statute  being  interpreted  obviously  was  not  clear  and  unam¬ 
biguous. 

In  Boston  Sand  and  Gravel  Company  v.  United  States,  271 
U.S.  41,  the  case  hinged  on  the  meaning  of  the  words  “legal 
damages”  as  used  technically  in  a  jurisdictional  statute.  The 
Court  found  this  language  to  be  ambiguous,  since  “legal  dam¬ 
ages”  may  or  may  not  include  “interest,”  and  that  it  did  not 
include  interest  in  this  instance.  In  Harrison  v.  Northern  Trust 
Company,  317  U.S.  476,  the  Court  found  it  necessary  to  inter¬ 
pret  the  words  “payable  out  of”  in  a  tax  statute,  because  al¬ 
though  apparently  clear  in  meaning  on  a  “superficial  examina¬ 
tion”  of  the  statute  they  were  not  clear  on  a  careful  reading. 
In  United  States  v.  Dickerson,  310  U.S.  554,  in  the  paragraph 
of  the  opinion  cited  by  the  Comptroller  General,  the  Court  itself 
emphasized  that  the  words  being  interpreted  did  not  have  a 
“settled  meaning”.  In  Puerto  Rico  v.  The  Shell  Company,  302 
U.S.  253,  the  Court  had  to  decide  whether  or  not  Puerto  Rico 
was  a  “territory”  within  the  meaning  of  that  word  as  used  in 
the  statute.  The  Court  made  it  crystal  clear  that  the  word  is 
ambiguous,  since  when  used  in  its  comprehensive  sense  it  em¬ 
braces  “all  organized  territories,  whether  incorporated  in  the 
United  States  or  not,  including  Puerto  Rico,”  while  when  used 
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in  a  technical  sense  it  includes  only  possessions  within  the  reach 
of  the  Sixth  and  Seventh  Amendments. 

After  citing  these  few  “authorities”  for  a  proposition  that 
does  not  exist  in  the  law,  the  Comptroller  General  dismisses  the 
dozens  and  dozens  of  cases  and  the  text  authorities  which  clearly 
show  him  to  be  wrong  by  stating  .  .  although  we  realize 
there  are  other  Supreme  Court  cases  to  the  contrary.”  Since  we 
have  fully  demonstrated  how  wrong  he  is  by  citation  of  many 
of  the  authorities  in  our  brief  filed  in  opposition  to  the  Comp¬ 
troller  General’s  first  letter,  we  shall  not  repeat  those  authorities 
here.  However,  we  shall  quote  again  Chief  Justice  Vinson’s 
excellent  summation  of  the  law  on  this  point. 

“.  .  .  The  short  answer  is  that  there  is  no  need  to  refer 
to  the  legislative  history  where  the  statutory  language 
is  clear.  ‘The  plain  words  and  meaning  of  a  statute  can¬ 
not  be  overcome  by  a  legislative  history  which  through 
strained  processes  of  deduction  from  events  of  wholly 
ambiguous  significance,  may  furnish  dubious  bases  for 
inferences  in  every  direction.’  Gemsco  v.  Walling,  324 
U.S.  244,  260  (1945).  This  canon  of  construction  has 
received  constant  adherence  in  our  decisions.”  Ex 
Parte,  Collett,  337  U.S.  561  (1949) 

We  have  discussed  the  Comptroller  General’s  misstatement 
of  this  principle  of  statutory  construction  merely  to  show  the 
pattern  of  his  biased  and  partisan  treatment  of  the  rights  of 
REA  borrowers.  The  point  actually  is  a  completely  academic 
one  since,  as  firmly  established  in  the  briefs  filed  by  the  Depart¬ 
ment  of  Agriculture  and  NRECA,  and  as  will  be  confirmed  in 
this  analysis,  the  legislative  history  of  the  Act  irrefutably  re¬ 
veals  the  incorrectness  of  the  Comptroller  General’s  position. 

II 

Comptroller  General  Now  Offers  a  New  Meaning  of  the 

Word  “Area” 

In  his  first  ruling,  the  Comptroller  General  plainly  states 
“.  .  .  that  the  purpose  of  the  central  station  service  limitation 
was  to  exclude  loans  for  the  purpose  of  paralleling  existing  sys¬ 
tems  or  creating  competition  with  existing  facilities  by  prohibit¬ 
ing  the  use  of  loan  funds  for  the  construction  of  transmission 
lines  and  substations  to  furnish  power  to  an  area  already  served 
by  private  power  companies  when  such  companies  are  willing 
to  provide  adequate  central  station  service  to  persons  within 
the  area  who  are  not  tied  to  the  power  lines”,  (emphasis  sup¬ 
plied) 

This  is  a  clear  statement  that  cannot  be  misinterpreted. 
The  only  possible  interpretation  is  to  exclude  as  beneficiaries  of 
REA  loans  those  persons  in  rural  areas  who,  even  though  un- 
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served,  are  within  an  area  already  served  by  private  power  com¬ 
panies  when  those  companies  are  willing  to  serve  those  persons. 
The  word  “area”  is  not  defined  in  the  quoted  part  or  in  any 
other  part  of  the  first  letter.  Therefore,  subject  only  to  the  in¬ 
terpretation  of  the  word  “area”,  the  quoted  statement  clearly 
means  that  if  the  power  company  were  willing  to  extend  its  lines 
to  serve  the  unserved  persons,  the  Administrator  cannot  make 
loans  for  that  purpose.  And  his  misuse  of  the  legislative  history 
quotations,  as  well  as  his  underlining  of  certain  parts  of  those 
quotations,  show  that  the  Comptroller  General  at  that  time  meant 
just  what  he  said. 

Now,  instead  of  admitting  that  he  wants  to  change  his 
opinion,  he  has  the  temerity  to  say  that  what  his  first  opinion 
meant  was  that  only  those  unserved  persons  who  were  “on”, 
or  “along  side  of”,  or  “adjacent  to”,  or  “within  a  reasonable 
distance  of”,  the  power  company  lines  were  outside  the  reach 
of  REA  loans.  And  to  prove  that  that  is  what  his  first  opinion 
says,  he  now  underlines  the  words  “who  are  not  tied  to  the 
power  lines”. 

Here  is  what  he  says: 

“.  .  .  we  would  like  to  say  that  there  has  apparently 
been  a  misunderstanding  as  to  the  scope  of  the  state¬ 
ment  in  our  letter  concerning  the  purpose  of  this  limi¬ 
tation  as  disclosed  by  the  legislative  history  thereof. 
While  we  used  the  word  “area”  in  our  statement,  we 
had  in  mind  the  factual  situation  involved  in  the  case 
we  were  considering,  that  is,  where  the  unserved  person 
was  located,  in  effect,  on,  i.e.,  along  side  of,  existing 
power  lines  and  the  owner  of  the  lines  was  ready, 
willing  and  able  to  furnish  adequate  central  station 
service  to  the  unserved  person  at  a  reasonable  price. 

You  will  note  that  in  the  statement  in  question  we  used 
the  phrase  ‘who  are  not  tied  to  the  power  lines.’  We 
contemplated  only  situations  where  the  unserved  per¬ 
sons  were  located  on  a  power  line,  that  is,  where  the 
power  line  ran  to  or  along  side  of,  the  property  to  be 
served  and  where  the  owner  of  the  power  line  was  ready, 
willing  and  able  to  furnish  adequate  central  station 
service  at  a  reasonable  price  to  the  unserved  person.” 

One  must  ask  what  dictionary  the  Comptroller  General  is 
using.  Certainly,  if  it  is  any  known  dictionary  of  the  English 
language,  then  when  he  discusses  persons  “who  are  not  tied 
to  the  power  lines”  it  can  only  mean  those  “who  are  not  con¬ 
nected  with  the  power  lines” — and  they  can  be  “not  connected” 
if  they  are  a  foot  or  a  mile  away.  How  the  Comptroller  General 
can  contend  that  persons  “who  are  not  tied  to  the  power  lines” 
in  any  area  means  only  those  persons  who  are  “on”,  or  “along 
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side  of”,  or  “adjacent  to”,  or  “within  a  reasonable  distance  of”, 
the  company’s  power  lines  is  beyond  comprehension. 

Thus,  right  at  the  outset,  the  Comptroller  General  demon¬ 
strates  that  he  still  has  no  intention  whatsoever  of  adopting 
a  logical  and  judicious  approach.  And  this  is  in  keeping  with 
his  unethical  treatment  of  the  interested  parties  and  their  briefs. 
The  briefs  submitted  to  him  by  all  interested  parties  in  answer 
to  his  first  letter  were,  of  course,  directed  to  what  he  said  in 
that  letter.  He  has  now  made  these  important  changes  in  that 
letter.  Instead  of  notifying  the  interested  parties  in  advance 
of  the  changes  he  was  going  to  make  so  as  to  give  them  an 
opportunity  to  rewrite  their  arguments  and  to  cite  authorities 
directed  to  the  new  ruling,  he  merely  issues  the  new  ruling 
and  in  it  attempts  to  dismiss  the  arguments  in  the  briefs  filed 
just  as  though  they  had  been  filed  in  answer  to  this  second 
letter  and  not  to  the  first  letter. 

It  happens  that  the  briefs  submitted  were  comprehensive 
enough  to  show  that  even  this  revised  opinion  of  the  Comptroller 
General  is  completely  without  basis,  but  this  still  does  not  ex¬ 
cuse  the  actions  of  the  Comptroller  General  in  not  giving  the 
parties  an  opportunity  to  point  their  briefs  directly  to  his  new 
position  and  in  discussing  their  briefs  as  though  they  had  been 
so  written. 

Ill 

The  Comptroller  General  Still  Misinterprets  the  Rural 

Electrification  Act 

Although  he  has  changed  his  definition  of  “area”  the  Comp¬ 
troller  General  is  still  using  the  same  erroneous  approach  that 
he  used  in  his  first  letter.  The  basic  fallacy  of  the  Comptroller 
General’s  reasoning  in  both  of  his  letters  is  that  he  chooses  to 
interpret  the  Rural  Electrification  Act  as  giving  authority  to 
the  Administrator  to  lend  money  only  to  serve  “rural  areas” 
rather  than  “persons  in  rural  areas”,  (emphasis  supplied) 

The  plain  language  of  the  Rural  Electrification  Act  states 
that  the  Administrator  is  authorized  to  make  loans  to  provide 
electric  service  “to  persons  in  rural  areas  who  are  not  receiving 
central  station  service  .  .  .”  (emphasis  supplied).  Obviously, 
the  test  under  the  Act  is  merely  whether  the  person  to  be  served 
through  the  REA  loan  is  an  unserved  person  living  in  a  rural 
area.  Where  he  lives  in  the  rural  area  is  completely  unimpor¬ 
tant  because,  if  he  is  in  fact  in  a  rural  area  and  is  unserved, 
REA  can  make  a  loan  to  provide  him  with  service. 

As  will  be  shown,  the  legislative  history  shows  clearly  that 
Congress  intended  just  what  it  said  in  the  Rural  Electrification 
Act  and  for  23  years  the  various  Administrators  of  REA  have 
made  loans  in  conformity  with  this  plain  statement  of  the  law. 
Despite  this,  the  Comptroller  General  still  chooses  to  rewrite 
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the  Rural  Electrification  Act  to  make  it  provide  that  the  Ad¬ 
ministrator  can  make  loans  only  to  serve  unserved  persons  who 
live  in  some  rural  areas,  and  has  held  that  the  Administrator 
cannot  make  loans  to  provide  electric  services  to  persons  who 
live  in  other  rural  areas.  All  that  he  has  done  in  his  second 
opinion,  with  respect  to  this  basic  point,  is  to  define  the  rural 
area  whose  unserved  persons  cannot  be  the  beneficiaries  of  an 
REA  loan. 


IV 

The  Comptroller  General  Still  Quotes  Legislative  History 

Out  of  Context 

As  in  his  original  letter,  the  Comptroller  General  still  per¬ 
sists  in  quoting  passages  irom  the  legislative  history  out  of 
context  and  in  adopting  tortuous  and  erroneous  interpretations 
of  what  he  quotes. 

It  should  be  noted  at  the  outset  that  in  any  lengthy  debate  or 
discussion  language  can  be  found  which,  when  taxen  out  of 
context,  may  seem  to  have  a  meaning  different  from  the  meaning 
of  the  discussion  as  a  whole.  That  is  why  it  can  be  so  misleading 
to  quote  statements  out  of  context.  Also,  supplying  emphasis 
to  the  wrong  parts  of  quoted  passages  can  mislead.  As  he 
did  before,  the  Comptroller  General  has  used  both  of  these  mis¬ 
leading  devices  in  his  latest  opinion. 

Without  repeating  all  that  was  said  in  the  brief  that  was 
submitted  in  opposition  to  his  first  letter,  it  can  be  shown  very 
easily  how  completely  wrong  the  Comptroller  General  still  is 
by  just  a  short  reference  to  some  of  the  legislative  history. 
Thus,  twist  and  turn  as  he  will,  the  Comptroller  General  cannot 
change  the  meaning  of  Senator  Norris’*  reply  to  Senator  King, 
when  he  said  that  although  loans  could  not  be  made  to  serve 
persons  in  power  company  areas  who  were  already  receiving 
service  from  the  power  company,  they  could  be  made  to  serve 
persons  in  the  power  company  areas  who  were  not  receiving 
service : 

“Not  to  those  already  receiving  it,  but  it  might  come 
into  the  10-mile  area  and  supply  farmers  who  were  not 
receiving  it.  That  is  a  d’stinction  which  I  think  ought 
to  be  drawn.”  (80  Cong.  Rec.  2752,  Part  3) 

Nor  can  the  Comptroller  General  destroy  the  plain  meaning 
of  these  other  statements  of  Senator  Norris: 

“The  Senator  says  ‘come  in  competition’.  They  would 
not  come  in  competition  with  farms  already  supplied 


♦Senator  George  Norris  was  co-author  and  chief  Senate  sponsor  of  the 
bill  which  became  the  Rural  Electrification  Act  of  1936. 
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“There  is  no  intention  of  going  into  a  farming  com¬ 
munity  which  is  already  supplied  with  electric  current 
and  forming  farm  organizations  there  and  having  them 
built  up  to  go  into  competition,  as  the  Senator  suggests, 
with  farms  who  are  already  getting  their  electric  cur¬ 
rent  from  a  central  station.”  (80  Cong.  Rec.  2752, 

Part  3) 

How  does  the  Comptroller  General  handle  these  clear  and 
direct  statements  that  the  Act  means  what  it  says?  By  saying: 

.  .  we  do  not  feel  the  Senator  intended  to  imply  that  loans 
could  be  made  for  the  purpose  of  going  into  the  farming  com¬ 
munity  he  refers  to,  to  furnish  electricity  to  farms  located  on, 
i.e.,  adjacent  to,  power  lines  therein  but  not  tied  to  such  lines 
.  .  This  is  beyond  comprehension!  Senator  Norris  plainly 
and  clearly  says  that  they  can  do  it.  Yet  the  Comptroller  Gen¬ 
eral  says  that  he,  the  Comptroller  General,  “does  not  feel”  that 
Senator  Norris  meant  what  he  said.  At  least  he  is  being  con¬ 
sistent,  because  the  whole  purpose  of  his  opinion  is  to  establish 
that  he,  the  Comptroller  General,  “does  not  feel”  that  Congress 
meant  what  it  so  plainly  said  in  the  Rural  Electrification  Act. 

Then,  again,  the  Comptroller  General  has  the  audacity  to 
quote  Congressman  Rayburn  and  to  attempt  again  to  twist  and 
misconstrue  the  plain  meaning  of  his  words.  Congressman 
Rayburn,  the  other  co-author  of  the  bill,  made  the  flat  state¬ 
ment  that  the  purpose  of  the  Rural  Electrification  Act  was  to 
serve  the  unserved  and  not  to  punish  anyone,  or  to  parallel 
anyone’s  lines,  or  to  enter  into  competition  with  them.  The 
clear  meaning  of  his  words  shows  that  when  he  speaks  of  “par¬ 
alleling  facilities”  or  of  “competition”,  he  means  service  to  per¬ 
sons  already  being  served  by  power  companies.  Thus,  he  says : 
“May  I  say  to  the  gentleman  that  we  are  not,  in  this 
bill,  intending  to  go  out  and  compete  with  anybody.  By 
this  bill  we  hope  to  bring  electrification  to  people  who 
do  not  now  have  it.  This  bill  was  not  written  on  the 
theory  that  we  were  going  to  punish  somebody  or  par¬ 
allel  their  lines  or  enter  into  competition  with  them.” 
(emphasis  supplied)  (80  Cong.  Rec.  5283,  Part  5) 

Could  anything  be  clearer?  Congressman  Rayburn  says 
that  the  purpose  is  to  serve  people  “who  do  not  now  have”  electric 
service.  Then  he  says  that  it  is  not  the  purpose  of  the  bill  to 
go  into  competition  with  power  companies,  or  punish  them,  or 
parallel  their  facilities.  It  could  not  be  more  clear  that  Congress¬ 
man^  Rayburn  in  his  use  of  the  words  “parallel”  and  “competi¬ 
tion  had  in  mind  only  that  type  of  paralleling  and  competition 
which  involves  bringing  REA-financed  service  to  those  who  are 
already  being  served  by  the  power  companies. 

But  what  does  the  Comptroller  General  say  ?  He  says : 

“We  feel  that  the  proper  interpretation  of  this  state- 
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ment  in  the  light  of  the  House  hearings  is  that  the 
sponsor  of  the  bill  in  the  House  did  not  contemplate  the 
paralleling  of  existing  lines,  at  least  for  the  purpose  of 
furnishing  electricity  to  unserved  persons  located  on 
those  lines,  and  that  the  ‘persons  who  do  not  now  have 
it’  referred  to  in  the  statement  are  those  not  located  on 
power  lines,  but  those  located  beyond,  or  at  least  not 
within  a  reasonable  distance  (as  determined  by  the  Ad¬ 
ministrator  of  REA)  of,  power  lines.”  (emphasis  sup¬ 
plied) 

Although,  as  will  be  later  demonstrated,  it  is  impossible  to 
understand  just  what  the  Comptroller  General  means,  it  is  per¬ 
fectly  clear  that  he  cannot  mean  what  Congressman  Rayburn 
means.  And  it  can  once  more  be  noted  that  the  Comptroller  Gen¬ 
eral  is  at  least  consistent.  Starting  with  his  misinterpretation  of 
the  Rural  Electrification  Act,  he  consistently  and  persistently 
misinterprets  everything  else  he  quotes. 

Curious  Handling  of  Legislative  History 

The  handling  of  the  legislative  history  by  the  Comptroller 
General  is  a  perfect  illustration  of  how  legislative  history  should 
not  be  handled.  Consider,  first,  his  treatment  of  Senator  King’s 
abortive  attempt  to  do  by  amendment  what  the  Comptroller  Gen¬ 
eral  now  wishes  to  do  by  administrative  fiat.  Senator  King 
wanted  to  expressly  prohibit  the  use  of  REA  loan  funds  to  pro¬ 
vide  service  in  any  area  where  power  company  facilities  existed. 
Senator  King  introduced  an  amendment  providing  that  loans 
could  be  made  to  serve  only  those  persons  in  rural  areas  “for 
whom  such  service  may  not  be  furnished  or  made  available  by 
competing  private  enterprise.”  The  fate  of  this  amendment  is 
not  shown  in  the  Congressional  Record.  Later,  he  introduced 
another  amendment,  containing  the  above  provision  and  other 
provisions  on  other  points.  This  amendment  was  defeated. 

The  Comptroller  General  states  that  since  the  amendment 
contained  other  provisions,  it  may  have  been  rejected  because 
the  Senate  did  not  want  to  adopt  these  other  provisions.  He 
refuses  to  yield  at  all,  or  to  even  note  that  the  normal — and 
proper — interpretation  of  the  Senate’s  action  was  that  it  opposed 
all  of  the  provisions  in  the  amendment.  Had  the  Senate  favored 
any  of  them,  it  would  have  amended  the  amendment  and  would 
have  adopted  those  provisions  which  it  favored. 

The  Comptroller  General’s  treatment  of  the  legislative  his¬ 
tory  of  the  King  amendment  is  a  sorry  demonstration  of  his  bias, 
even  standing  alone.  However,  when  coupled  with  his  handling 
of  another  facet  of  the  legislative  history,  it  becomes  unbeliev¬ 
able.  The  briefs  previously  submitted  to  the  Comptroller  General 
poipted  out  that,  the  Senate  version  of  the  bill  first  provided  only 
for  service  to  unserved  rural  “areas”.  As  thus  written,  it  might 
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have  been  susceptible  of  the  interpretation  which  Senator  King 
wished  to  give  it  by  specific  language,  and  which  the  Comptroller 
General  is  now  struggling  so  mightily  to  give  it.  However,  the 
Senate  amended  the  original  version  of  the  bill  to  make  it  pro¬ 
vide  for  service  to  “persons  in  rural  areas”.  By  doing  this,  the 
Senate  made  it  crystal  clear  that  the  test  to  be  used  in  making 
REA  loans  was  only  whether  the  “person”  in  the  rural  area  was 
unserved,  and  not  whether  the  “area”  itself  was  unserved.  The 
Comptroller  General  does  not  even  comment  upon  this  most  per¬ 
suasive,  perhaps  conclusive,  piece  of  legislative  history,  although 
it  was  emphasized  in  the  briefs  submitted  to  him. 

The  Comptroller  General,  in  his  new  letter,  now  quotes  at 
great  length  from  the  House  Hearings  on  the  Bill.  In  his 
original  decision,  the  Comptroller  General  made  no  reference 
to  those  Hearings,  but  after  NRECA  pointed  to  specific  state¬ 
ments  in  those  Hearings  which  opposed  his  position,  he  has  now 
gone  to  those  Hearings — not,  however,  to  seek  the  facts,  but 
only  to  find  material  which,  when  taken  out  of  context,  seems 
to  support  his  predetermined  power  company  position. 

As  has  already  been  noted,  in  any  lengthy  legislative  his¬ 
tory,  statements  can  be  found  which,  when  taken  out  of  context, 
would  support  almost  any  position.  Thus,  parts  of  the  House 
Hearings,  taken  by  themselves,  may  seem  to  support  the  Comp¬ 
troller  General — and,  therefore,  like  the  partisan  that  he  is  in 
this  dispute,  he  uses  those  parts,  but  fails  to  relate  them  to  the 
entire  legislative  history,  or  even  to  show  the  proper  context  in 
which  they  occurred. 

Thus,  the  Comptroller  General  fails  to  mention  that  the 
testimony  to  which  he  refers  had  mostly  to  do  with  some  of 
the  policies,  as  distinguished  from  powers,  which  REA,  as  a 
new,  temporary  and  experimental  agency,  was  following  in  a 
period  when  it  had  no  enabling  statute,  had  limited  funds,  had 
made  but  a  few  loans,  and  had  actually  financed  the  construc¬ 
tion  of  very  few  lines. 

In  those  early  days,  the  first  loans  were  not  made  to  serve 
people  who  were  close  to,  and  could  get  service  from,  power  com¬ 
pany  lines.  With  millions  of  rural  people  not  receiving  service, 
with  entire  rural  areas  without  service,  the  early  loans  were 
made  to  serve  those  who  could  not  get  service  in  any  other  way. 
Thus,  Mr.  Cooke,  the  then  Administrator,  testified  that  if  a 
power  company  told  him  it  would  extend  its  lines,  even  build 
extensions  of  half  a  mile,  to  reach  people  within  a  year’s  time, 
he,  Mr.  Cooke,  did  what  he  could  to  ouiet  public  agitation  in 
the  area  and  let  the  power  company  follow  its  plan.  Obviously, 
Mr.  Cooke  was  not  speaking  of  his  power  to  make  loans  under 
the  new  Act  that  was  being  considered,  but  only  of  the  policy 
he  was  following  in  the  first  months  of  the  new  and  experi¬ 
mental  program.  Even  the  Comptroller  General  would  have  to 
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admit  that.  Even  he  does  not  contend  that  the  Administrator 
lacks  the  power  to  make  loans  to  serve  people  whom  the  power 
company  promises  to  serve  within  a  year  by  building  extensions 
up  to  one-half  mile  each. 

However,  when  Mr.  Cooke  was  asked  the  specific  question 
in  point,  his  answer  was  clear: 

“Mr.  Huddleston.  I  am  correct,  am  I  not,  in  saying  that 
the  fundamental  purpose  of  this  bill  is  to  give  electric 
service  to  those  who  do  not  now  have  it. 

“Mr.  Cooke.  Those  who  do  not  now  have  it.” 

*  *  *  * 

“Mr.  Huddleston.  May  I  say  that  my  questions  are  not 
addressed  to  the  matter  of  competition  or  duplication 
of  service,  but  to  the  fundamental  purpose  of  the  bill. 

You  want  to  give  electric  current  to  farmers  who  now 
have  not  got  it. 

“Mr.  Cooke.  That  is  right.”  (Pages  56-57  House 
Hearings) 

*  *  *  * 

Thus,  the  three  pages  of  quotations  from  the  House  Hear¬ 
ings  which  the  Comptroller  General  now  includes  in  his  new 
ruling  do  not  help  his  position.  As  with  all  other  of  his  quota¬ 
tions,  they  are  offered  for  what  they  do  not  support. 

It  is  perfectly  amazing  how  the  Comptroller  General,  after 
devoting  so  much  space  to  quotations  that  are  not  relevant,  still 
completely  ignores  so  much  of  the  pertinent  legislative  history 
that  was  cited  to  him  in  the  briefs  that  were  submitted  in  an¬ 
swer  to  his  first  letter.  The  Department  of  Agriculture,  in  its 
brief,  showed  that  time  and  again  the  meaning  of  the  REA 
statutory  loan  authorization  was  discussed  and  explained  to 
Congressional  Committee  after  Congressional  Committee,  and 
always  in  the  same  way,  and  to  the  satisfaction  of  those  com¬ 
mittees,  and  exactly  consistent  with  the  position  now  taken  by 
REA.  Always  it  was  pointed  out  to  the  committees  that  REA 
loan  funds  were  available  to  provide  service  to  any  person  in  a 
rural  area  who  was  not  already  receiving  central  station  service. 
It  did  not  matter  where  that  person  was  located  in  relation  to 
power  company  lines.  The  brief  filed  by  the  Department  of 
Agriculture  with  the  Comptroller  General  in  answer  to  his  first 
letter  contains  the  actual  quotations  from  testimony  to  such 
effect  before  the  Congressional  Committees. 

A  sample  of  this  testimony,  as  quoted  in  the  Department’s 
brief,  follows: 

“Mr.  Nicholson:  We  can’t  with  Government  money, 
finance  the  extension  of  cooperative  service  to  farmers 
already  served,  even  if  they  want  it.  There  are  many 
cases  where  a  farmer  served  by  a  utility  company  would 
like  to  take  the  meter  out  and  put  in  a  cooperative 
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meter,  but  under  this  law  as  drawn  we  have  no  author¬ 
ity  to  do  that.  But  if  the  farmer  does  not  have  service, 
no  matter  where  he  lives,  we  have  every  right  under 
this  law  to  finance  the  extension  of  service  to  him,  if  he 
wants  the  service  from  a  borrower  that  we  finance.” 
(emphasis  supplied)  (Hearing,  Senate  Subcommittee 
on  S.  89,  April  2,  1945,  P.  15.) 

The  Comptroller  General  is  silent  on  this  and  similar  quo¬ 
tations  in  the  Department’s  brief.  He  dismisses  the  entire 
matter  by  saying: 

“The  Acting  Secretary  now  advises  that  REA  has  kept 
the  Congress  fully  informed  of  its  activities  over  the 
years  and  indicates  that  the  Congress  has  acquiesced 
in  REA’s  making  loans  for  the  purpose  of  serving  any 
unserved  persons;  and  that  it  has  been  REA’s  uniform 
administrative  practice  over  the  past  22  years  to  make 
loans  to  bring  electric  service  to  all  unserved  persons  in 
rural  areas,  and  reiterates  that  this  has  been  so  without 
regard  to  the  “availability”  of  service  from  other 
sources.  .  .  .  However,  the  long-continued  practice  as 
reported  by  the  Acting  Secretary,  if  carried  on  with 
Congressional  knowledge  would  tend  to  support  the 
Department’s  position,  or  at  least,  indicate  Congres¬ 
sional  acquiescence  in  the  practice  followed  by  the  De¬ 
partment.  In  view  of  the  foregoing  we  will  take  such 
action  as  may  be  necessary  to  insure  Congressional 
knowledge  of  the  interpretation  of  the  Act  by  REA  and 
the  practices  followed  by  including  a  discussion  of  the 
matter  in  the  report  referred  to  in  the  last  paragraph 
of  this  letter.”  (emphasis  supplied) 

This  is  insulting  and  beyond  comprehension.  The  statement 
of  the  Department  that  Congress  has  always  known  that  REA 
has  interpreted  and  applied  statute  as  written  is  backed  up  by 
specific  quotations  from  Congressional  Hearings.  But  the  Comp¬ 
troller  General  will  neither  comment  upon  nor  accept  this  clear 
evidence  of  the  truth  of  the  Department’s  statement.  In  effect, 
the  Comptroller  General  is  saying  that  he  doesn’t  believe  either 
the  Department  or  the  evidence  furnished  by  the  Department. 
There  appears  to  be  no  limit  to  the  lengths  the  Comptroller 
General  will  go  to  damage  the  rural  electrification  program. 

V 

The  Comptroller  General  Misinterprets  Legal  Opinion  of  USDA 

Perhaps  the  most  outrageous  of  all  the  horrible  examples  of 
mistreatment  of  quotations  in  the  Comptroller  General’s  letter 
is  his  mistreatment  of  an  opinion  of  the  Solicitor  of  the  Depart¬ 
ment  of  Agriculture,  written  in  1942.  In  the  first  place,  the 
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opinion  was  written  with  respect  to  acquisitions,  i.e.,  situations 
where  the  REA  borrower  sought  to  acquire  existing  facilities  in 
order  to  serve  additional  unserved  persons.  It  was  not  directed 
to  the  question  here  involved.  Nevertheless,  even  that  opinion, 
to  the  extent  that  it  does  indirectly  touch  on  the  point  here  in¬ 
volved,  definitely  substantiates  our  position.  In  it  the  Solicitor 
states  that  “where  the  effect  of  a  proposed  loan,  regardless  of 
its  essential  purpose,  would  be  to  substitute  competitive  REA- 
financed  service  to  persons  already  served,  the  loan  may  not  be 
made”.  Note  the  use  of  the  word  “competitive”  in  this  context. 
Clearly  and  obviously,  what  the  Solicitor  had  in  mind  was  the 
competition  involved  in  serving  persons  already  being  served. 
This  sentence  is  included  in  the  part  quoted  by  the  Comptroller 
General,  but  he  makes  no  reference  to  it  in  his  discussion. 
Other  parts  of  that  same  opinion — and  not  quoted  by  the  Comp¬ 
troller  General — read: 

“The  purpose  of  a  loan  made  pursuant  to  the  Rural 
Electrification  Act  must  be  to  bring  electricity  to  ‘per¬ 
sons  in  rural  areas  who  are  not  receiving  central  station 
service.’  (emphasis  supplied).  Section  13  of  the  Act 
defines  ‘rural  area’  ‘as  any  area  of  the  United  States 
not  included  within  the  boundaries  of  any  city,  village 
or  borough  having  a  population  in  excess  of  fifteen 
hundred  inhabitants’  .  .  .”. 

This  quotation  from  the  Act  appearing  in  the  Solicitor’s 
opinion  clearly  shows  that  any  person  in  any  rural  area  out¬ 
side  of  the  boundaries  of  a  city,  etc.,  having  a  population  in  excess 
of  fifteen  hundred  is  eligible  to  be  the  beneficiary  of  an  REA 
loan.  But  this  part  of  the  Solicitor’s  opinion  is  not  quoted  or 
referred  to  by  the  Comptroller  General. 

Again,  in  this  same  opinion,  the  Solicitor  stated:  “In  other 
words,  the  unserved  persons  whose  benefit  is  the  purpose  of 
the  loan  must  be  in  ‘rural  areas’  .  .  .”  This  also  is  not  referred 
to  by  the  Comptroller  General.  He  completely  ignores  the  fact 
that  the  Solicitor,  as  shown  by  the  above  quotations,  and  by  some 
15  other  statements  to  the  same  effect  in  that  opinion,  uses  the 
word  “competition”  to  mean  only  competition  to  serve  persons 
already  served.  Instead,  the  Comptroller  General  makes  the 
wholly  unfounded  statement  that  the  word  “competition”,  as 
used  by  the  Solicitor,  means  the  construction  of  any  REA- 
financed  lines  in  the  same  area  where  there  are  power  company 
lines  and  then  he  “interprets”  the  Solicitor’s  opinion  as  mean¬ 
ing  that  REA  loans  are  not  available  for  that  kind  of  compe¬ 
tition. 

To  get  the  full  impact  of  this  unbelievable  argument  of  the 
Comptroller  General,  we  must  remember  that  at  the  time  the 
opinion  of  the  Solicitor  which  he  discusses  was  written,  Vincent 
D.  Nicholson  was  the  lawyer  in  the  Department  of  Agriculture 
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who  was  in  charge  of  the  legal  work  for  REA.  The  Solicitor’s 
opinion  referred  to  by  the  Comptroller  General  was  actually 
written  by  him  and  members  of  his  staff,  although  this  was  done 
in  consultation  with  the  Solicitor  and  the  Solicitor  signed  the 
opinion.  This  is  normal  Government  procedure,  as  the  Comp¬ 
troller  General  well  knows. 

Mr.  Nicholson,  time  and  again,  in  testifying  before  Congres¬ 
sional  Committees,  gave  the  same  description  of  the  Adminis¬ 
trator’s  loan  powers  that  has  always  been  given,  even  though 
the  Comptroller  General  would  now  change  those  powers.  (See 
Department  of  Agriculture’s  answer  to  first  letter.)  Mr.  Nichol¬ 
son  did  that  with  full  knowledge  of  the  opinion  for  which  he 
had  had  the  major  responsibility.  His  staff,  some  of  whom 
worked  on  that  same  opinion,  always  gave  that  same  interpreta¬ 
tion — and  since  the  time  of  Mr.  Nicholson’s  death,  every  suc¬ 
cessor,  and  every  Solicitor  and  General  Counsel  of  the  Depart¬ 
ment  of  Agriculture,  and  every  member  of  the  legal  staff  servic¬ 
ing  REA,  has  given  the  same  interpretation. 

Thus,  in  Solicitor’s  opinion  No.  5564,  dated  as  recently  as 
June  5,  1953,  which  was  referred  to  in  the  Department’s  brief, 
we  find  this  flat  statement  on  the  lending  authority  of  the  Ad¬ 
ministrator  : 

“Thus,  the  provision,  in  section  4,  authorizing  loans  for 
the  purpose  of  furnishing  electric  energy  to  persons 
‘not  receiving  central  station  service’,  can  be  viewed 
both  as  (1)  an  assurance  that  REA  funds  would  be  ex¬ 
pended  for  the  benefit  of  the  unserved,  and  (2)  an  assur¬ 
ance  that  REA  funds  would  not  be  used  to  take  existing 
customers  away  from  their  present  suppliers.  The  in¬ 
clusion  of  the  ‘rural  area’  provision,  in  addition  to  the 
‘central  station  service’  provision,  may  have  indicated 
a  judgment  on  the  part  of  the  Congress  that  such  urban 
areas  either  were  being,  or  unquestionably  would  be, 
supplied  with  central  station  service  by  non-REA  bor¬ 
rowers.  Such  inclusion  may,  therefore,  have  indicated 
a  general  intention  to  exclude  REA  financing  with  re¬ 
spect  to  areas  so  densely  populated  as  to  justify  a  con¬ 
clusion  that  all  persons  in  such  areas  who  desired  elec¬ 
tric  service  could  readily  obtain  it  from  the  power  com¬ 
panies.  It  should  be  noted,  however,  that  the  authori¬ 
zation  in  section  4  of  the  RE  Act  is  not  phrased  in 
terms  of  areas,  but  relates  to  ‘persons  in  rural  areas 
who  are  not  receiving  central  station  service  .  .  .’  This 
was  pointed  out  in  the  course  of  the  Senate  debate,  as 
follows : 

‘Mr.  King.  If  an  organization  were  formed  beyond 
the  10-mile  limit  to  which  I  have  just  referred  and 
within  which  limit  the  farmers  are  supplied  with 
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electric  energy,  that  organization  would  not  be 
permitted  to  come  back  into  the  10-mile  area  to 
furnish  light  to  farmers  already  receiving  it? 

‘Mr.  Norris.  Not  to  those  already  receiving  it,  but 
it  might  come  into  the  10-mile  area  and  supply 
farmers  who  were  not  receiving  it.  That  is  a  dis¬ 
tinction  which  I  think  ought  to  be  drawn.’  (80 
Cong.  Rec.  2752.) 

“Thus,  the  effect  of  the  ‘rural  area’  provision,  in  con¬ 
junction  with  the  ‘central  station  service’  provision,  is 
that  REA  may  finance  service  to  unserved  individuals 
in  a  rural  area,  even  though  the  area  in  general  is  served 
by  another  supplier,  but  may  not  do  so  in  a  non-rural 
area.” 

Numerous  other  opinions  of  the  Solicitor  of  the  Depart¬ 
ment  of  Agriculture  have  held  to  the  same  effect.  In  this  con¬ 
nection  see  Opinions  numbered:  4586,  4962,  4981,  4982,  5206, 
5213,  5216,  5217,  5338,  and  5385. 

The  Department  of  Agriculture,  in  its  brief,  pointed  out 
most  of  these  facts  in  support  of  its  statement  that  the  Comp¬ 
troller  General’s  position  “is  in  conflict  with  the  position  unani¬ 
mously  adopted  by  the  Solicitors  and  General  Counsel  of  the 
Department  of  Agriculture  .  .  .”  The  brief  submitted  on  behalf 
of  NRECA,  which  was  prepared  by  two  attorneys  who  had  had 
many  years  of  service  on  the  legal  staff  serving  REA,  also  stated 
this  fact  from  the  personal  knowledge  of  those  attorneys.  De¬ 
spite  all  this,  the  Comptroller  General  still  persists  in  saying  that 
the  opinion  of  the  Solicitor  referred  to  substantiates  his  impos¬ 
sible  position. 

VI 

Comptroller  General  Reverses  Opinions  of  His  Predecessors 

Previous  opinions  of  the  Comptroller  General  have  clearly 
placed  in  the  Administrator  of  REA  the  responsibility  and  author¬ 
ity  to  determine  in  each  instance  whether  a  particular  loan  appli¬ 
cation  meets  the  requirements  of  the  Rural  Electrification  Act. 
The  very  quotations  from  those  opinions  which  are  now  set  forth 
in  the  new  ruling  of  this  Comptroller  General  clearly  demon¬ 
strate  this  point. 

Thus,  the  present  Comptroller  General  quotes  from  the  letter 
of  a  previous  Comptroller  General,  dated  March  12,  1943,  B- 
32920,  as  follows: 

“Of  course,  the  question  as  to  whether  the  basic  purpose 
of  a  proposed  loan  in  a  particular  case  is  to  provide  elec¬ 
tric  service  to  unserved  persons  in  rural  areas  is  a  mat¬ 
ter  for  determination  administratively,  rather  than  by 
this  office,  after  a  thorough  consideration  of  the  perti¬ 
nent  facts  and  circumstances  in  the  case.” 
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He  also  quotes  from  another  letter  written  by  a  Comptroller 
General  in  1943,  in  which  it  is  clearly  stated  that  these  ques¬ 
tions  are  for  determination  administratively  rather  than  by  the 
Comptroller  General.  (This  last  quotation  ends  with  the  quali¬ 
fication  that  the  Administrator’s  discretion  may  not  be  abused. 
This  qualification  will  be  discussed  later,  under  point  VII,  in 
its  proper  context.) 

Despite  this  clear  evidence  that  previous  Comptrollers  Gen¬ 
eral  have  refused  to  interfere  with  the  discretion  of  the  Ad¬ 
ministrator,  this  Comptroller  General  not  only  persists  in  doing 
so,  but  insists  that  he  is  not  departing  from  previous  rulings. 

There  is  another  important  point  to  be  noted  in  connection 
with  our  consideration  of  the  difference  between  the  attitude 
and  actions  of  previous  Comptrollers  General  and  those  of  the 
present  Comptroller  General.  Although  no  Comptroller  General 
in  the  past  has  undertaken  to  specifically  interpret  the  words 
“persons  in  rural  areas  who  are  not  receiving  central  station 
service”  as  they  appear  in  the  Rural  Electrification  Act — prob¬ 
ably  for  the  obvious  reason  that  the  language  is  so  clear  that 
it  can  have  only  one  meaning — other  Comptrollers  General  have 
shown  that  they  both  understood  and  accepted  the  plain  meaning 
of  the  provision. 

In  that  very  part  of  the  letter  written  by  the  Comptroller 
General  to  a  Congressman  on  February  3,  1943,  which  the 
present  Comptroller  General  quotes,  the  then  Comptroller  Gen¬ 
eral  states  that  the  validity  of  a  loan  depends  upon  whether  its 
basic  purpose  “.  .  .  is  to  provide  electric  service  to  unserved 
persons  in  rural  areas  .  .  .”.  Also,  in  the  quotation  used  by  the 
present  Comptroller  General  and  set  forth  above,  the  basic  pur¬ 
pose  of  a  loan  is  again  described  as  one  “.  .  .  to  provide  electric 
service  to  unserved  persons  in  rural  areas  .  .  .”.  In  that  same 
letter,  in  a  part  not  quoted  by  the  present  Comptroller  General, 
it  is  stated  that  the  power  of  the  Administrator  of  REA  to 
make  loans  must  be  “.  .  .  viewed  in  the  light  of  the  controlling 
intent  of  the  Congress  to  provide  electric  service  to  persons  in 
rural  areas  not  receiving  central  station  service  .  .  (emphasis 
supplied) 

In  another  letter  of  a  previous  Comptroller  General,  written 
to  Congressman  Boren  and  dated  December  1,  1942 — from  which 
the  present  Comptroller  General  does  not  quote — the  then  Comp¬ 
troller  General  refers  to  “.  .  .  the  essential  statutory  purpose 
of  providing  electricity  to  serve  persons  in  rural  areas  .  . 

This  constant  reiteration  in  letters  and  opinions  of  previous 
Comptrollers  General  of  the  clear  purpose  of  the  Act  to  provide 
service  to  unserved  persons  in  rural  areas,  without  explanation 
or  qualification,  clearly  demonstrates  that  they  agreed  with  the 
action  of  the  Administrator  in  applying  the  Rural  Electrification 
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Act  as  written — and  not  as  the  present  Comptroller  General 
would  rewrite  that  Act. 

How  does  the  present  Comptroller  General  treat  this  clear 
proof  that  he  is  reversing  the  rulings  of  previous  Comptrollers 
General?  By  saying:  .  .  we  do  not  consider  anything  we 

said  in  our  letter  of  July  21  to  be  diametrically  opposed  to 
the  views  of  this  Office  as  set  forth  by  previous  Comptrollers 
General”  (emphasis  supplied). 

We  submit  that  he  must  stand  alone  in  this  judgment  of 
his  action. 

VII 

The  Comptroller  General  Attempts  To  Make  Legislative 
History  Sound  Ambiguous 

As  demonstrated  above  herein,  the  Comptroller  General  has 
based  his  argument  on  a  legal  proposition  that  does  not  exist, 
namely,  that  even  though  the  language  of  a  statute  is  clear  and 
unambiguous,  and  plain  in  meaning,  it  is  yet  permissible  for  him 
to  look  to  the  legislative  history  to  change  the  plain  meaning  of 
that  clear  and  unambiguous  statutory  language.  Then,  in  turn¬ 
ing  to  the  legislative  history,  he  not  merely  misstates  it,  and  mis¬ 
construes  it,  and  omits  from  it  those  additional  parts  which 
destroy  his  position,  but  even  as  he  misstates  that  history  he 
does  not  dare  say  that  the  history  clearly  and  unambiguously 
means  what  he  wants  it  to  mean. 

In  fact,  the  most  that  even  he  dares  to  say  is  that  “he 
does  not  believe”  that  a  Senator  means  what  he  says,  or  that 
“he  feels”  that  a  Congressman  means  something  different  from 
what  he  says.  Thus,  even  the  Comptroller  General  at  his  strong¬ 
est  can  only  say  that  “he  feels”,  “he  believes”,  that  Congress 
really  intended  something  different  from  what  it  said.  So  we 
have  the  Comptroller  General  using  what  he,  in  effect,  claims 
is  ambiguous  legislative  history  to  change  the  plain  meaning 
of  clear  and  unambiguous  statutory  language. 

This  is  indeed  a  new  twist  and  we  defy  the  Comptroller 
General  to  find  any  language,  even  language  taken  out  of  con¬ 
text,  in  any  case  or  text  book,  that  stands  for  the  proposition 
that  ambiguous  legislative  history  can  be  so  used. 

Thus,  it  becomes  ludicrous  when  the  Comptroller  General 
now  quotes  from  a  letter  of  another  Comptroller  General  written 
in  1943,  in  which  the  then  Comptroller  General  states  that  the 
question  of  whether  the  basic  purpose  of  a  proposed  loan  meets 
the  statutory  requirements  is  for  decision  administratively 
rather  than  for  the  Comptroller  General,  “subject  to  the  limita¬ 
tion  that  the  Administrator’s  discretion  in  this  regard  may  not 
be  abused” — and  the  Comptroller  General  underscores  this  part 
of  the  quotation. 

How  the  Comptroller  General  can  even  dare  speak  of  abuse 
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of  discretion  by  the  Administrator,  in  a  case  where  the  Comp¬ 
troller  General  must  use  non-existent  law  as  an  excuse  for  look¬ 
ing  at  legislative  history  which  he  contends  is  ambiguous  in  order 
to  change  the  plain  meaning  of  clear  and  unambiguous  statutory 
language,  is  beyond  comprehension.  There  is  only  one  abuse  in 
the  present  case,  and  that  is  the  abuse  by  the  Comptroller  Gen¬ 
eral  of  his  authority,  his  function,  the  law,  the  legislative  history 
and  all  of  the  facts  pertaining  to  the  issue. 

VIII 

Comptroller  General  Demonstrates  Determination  To 
Undermine  REA  Program 

Space  does  not  permit  a  paragraph  by  paragraph  analysis 
of  the  Comptroller  General’s  opinion.  Literally  volumes  could  be 
written  showing  how,  in  every  particular,  the  opinion  is  in  error 
and  shows  the  determination  of  the  Comptroller  General  to 
damage  the  rural  electrification  program. 

Thus,  he  says  that  whether  or  not  he  has  authority  to  review 
loans  made  by  the  Administrator,  he  intends  to  report  to  Congress 
any  transaction  which  he  feels  is  contrary  to  the  intent  of  the 
statute — in  this  case,  even  though  he  admits  the  language  of 
the  statute  clearly  authorizes  the  loan  in  question. 

Then,  in  discussing  our  reference  in  our  previous  brief  to 
the  decision  of  the  United  States  District  Court  for  the  District 
of  Columbia  in  the  case  of  Kansas  City  Power  and  Light  Com¬ 
pany,  et  al  v.  McKay,  et  al,  115  F.  Sup.  402,  he  deliberately 
ignores  the  fact  that  the  District  Court  went  into  all  of  the 
merits  of  the  case  in  a  lengthy  and  careful  opinion,  and  decided 
each  substantive  issue  in  favor  of  the  Government,  and  in  effect 
upheld  our  interpretation  of  the  Administrator’s  powers  to  make 
loans.  The  Comptroller  General  tries  to  dismiss  this  matter  by 
stating  that  the  case  was  finally  decided  on  appeal  in  favor  of 
the  Government  on  the  “standing  to  sue”  question — a  fact  which 
we  had  pointed  out  in  our  brief — and  he  further  states  that  the 
circumstances  in  the  cited  case  were  not  the  same  as  those  in 
the  instant  case.  No  one  said  that  they  were — but  the  principle 
of  law  involved  is  precisely  the  same. 

In  another  case,  not  referred  to  by  the  Comptroller  General, 
there  is  a  holding  on  the  meaning  of  statutory  language  which  is 
directly  analogous  to  the  provision  in  the  Rural  Electrification 
Act  that  loans  be  made  to  furnish  service  to  “.  .  .  persons  in 
rural  areas  who  are  not  receiving  central  station  service.”  In 
the  case  of  Williams  Electric  Coop.  v.  Montana-Dakota  Utility 
Co.,  79  N.  W.  (2d)  508  N.D.,  1956),  the  Supreme  Court  of  North 
Dakota  had  to  interpret  the  words  “not  receiving  similar  service 
from  another  utility,  or  electric  cooperative  corporation  .  .  .”. 
This  is  what  the  Court  said: 
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‘  As  used  in  the  statute,  the  phrase  not  ‘receiving  similar 
service  from  another  utility,  or  electric  cooperative 
corporation’,  has  reference  to  service  in  fact  as  distin¬ 
guished  from  ability  to  give  service.  There  is  no  lan¬ 
guage  in  the  statute  from  which  it  may  be  gathered 
that  it  was  the  intent  of  the  legislature  to  extend  the 
force  of  the  statute  to  territory  in  which  a  utility  or 
electric  cooperative  merely  had  the  ability  or  desire  to 
deliver  electrical  energy.” 

This  ruling  is  directly  in  point — and  in  favor  of  the  Depart¬ 
ment  of  Agriculture.  But  apparently  this  is  not  the  kind  of 
authority  that  the  Comptroller  General  is  interested  in.  There¬ 
fore,  we  find  no  reference  to  or  discussion  of  such  authority  in 
his  opinion. 

Fails  To  Mention  Department  Of  Justice 

Further  illustration  of  the  Comptroller  General’s  biased  atti¬ 
tude  is  found  in  his  failure  to  even  mention  the  firm  position 
taken  by  the  Department  of  Justice  in  support  of  the  Adminis¬ 
trator’s  position.  As  fully  documented  in  the  brief  which  NRECA 
filed  with  the  Comptroller  General  in  answer  to  his  first  letter, 
the  Department  of  Justice,  in  briefs  filed  irv  cases  contesting  the 
Administrator’s  lending  authority,  has  flatly  stated  that  such 
authority  applies  to  all  cases  which  involve  service  to  unserved 
persons  in  rural  areas,  whether  or  not  service  is  otherwise 
“available”  to  such  persons.  Yet  this  position  of  the  Depart¬ 
ment  of  Justice  is  not  only  not  accepted  by  the  Comptroller 
General,  but  he  does  not  even  deign  to  mention  it. 

The  Comptroller  General  magnanimously  does  deign  to 
accept  the  well  established  rule  of  law  that  Administrative 
rulings  over  a  long  period  are  entitled  to  considerable  respect 
and  weight,  but  then  goes  on  to  say  that  even  if  an  adminis¬ 
trative  determination  is  legally  supportable  under  the  language 
of  a  statute,  if  he  considers  it  to  be  contrary  to  the  evident 
spirit  and  intent  of  Congress  in  enacting  the  statute,  he  will 
report  the  matter  to  Congress.  In  the  circumstances  of  this 
case,  after  his  own  plain  demonstration  that,  even  under  his 
misuse  and  misinterpretation  of  the  legislative  history,  the  most 
that  he  can  say  is  that  “he  feels”,  or  “believes”,  or  it  “appears 
to  him”,  that  the  legislative  history  does  not  mean  what  it  says 
— that  he  has  “considerable  doubt” — how  the  Comptroller  Gen¬ 
eral  can  conclude  that  the  Administrator’s  action  is  contrary 
“to  the  evident  spirit  and  intent  of  Congress  in  enacting  that 
statute  as  disclosed  by  the  legislative  history  thereof  .  . 
(emphasis  supplied)  is  beyond  comprehension.  What  clearer  proof 
is  needed  of  the  “evident  intent”  of  the  Comptroller  General  to 
damage  the  rural  electrification  program? 
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IX 

The  Comptroller  General  Uses  Unverified  Power  Company 
Material  and  Assumptions 

When  the  Comptroller  General  turns  his  attention  to  the 
specific  case  involved,  he  demonstrates  beyond  doubt — if  any 
doubt  still  remains — that  he  has  only  one  purpose  in  mind:  The 
destruction  of  the  rural  electrification  program.  What  he  has 
given  us  is  not  the  carefully  considered  judicious  opinion  of  one 
Government  official  passing  upon  the  action  of  another  Govern¬ 
ment  official,  but  the  biased  one-sided  presentation  of  the  power 
company.  Thus,  he  says  “the  record  before  us”,  “it  has  been 
reported”,  “we  understand”,  “it  appears  from  the  record”,  time 
and  again  in  referring  to  facts  which  were  not  furnished  him 
either  by  the  Government  or  the  cooperatives.  Nor  were  those 
facts  checked  with  these  interested  parties.  Obviously,  they 
could  have  been  furnished  him  only  by  the  power  company. 

In  addition,  wherever  there  may  be  facts  which  militate 
against  his  position,  he  does  not  ask  for  the  facts  but  he  assumes 
the  contrary.  Thus,  when  the  Department  of  Agriculture  points 
out  that  the  line  in  question  was  being  used  to  serve  307  new 
consumers  and  could  have  been  justified  on  that  basis,  the 
Comptroller  General  “assumes”  that  the  loan  would  not  have 
been  made  unless  service  to  the  new  plant  was  included. 

And  when  the  Department  of  Agriculture  states  that  it  is 
doubtful  whether  the  service  being  rendered  by  the  company 
at  the  old  plant  was  sufficiently  adequate  even  to  constitute 
central  station  service,  the  Comptroller  General  merely  states 
that  the  previous  report  he  had  received  from  the  Department 
had  not  said  that  the  existing  service  was  inadequate;  there¬ 
fore,  he  completely  dismisses  that  point,  when  he  could  easily 
have  obtained  the  facts  by  a  telephone  call  to  the  Department 
of  Agriculture.  Again,  on  the  question  of  whether  the  price  at 
which  the  power  company  was  offering  to  render  service  to  the 
new  plant  was  reasonable,  the  Comptroller  General  merely  states 
that  he  “assumed”  that  the  price  was  reasonable.  A  telephone 
call  to  the  Department  of  Agriculture  would  have  given  him  the 
facts  rather  than  an  assumption — but  apparently  facts  were  not 
what  the  Comptroller  General  wanted. 

It  is  inconceivable  that  any  Government  agency  would  treat 
another  Government  agency  in  such  arbitrary  fashion.  Not  only 
did  the  Comptroller  General  give  no  indication  of  what  he  was 
contemplating  when  he  suddenly,  and  without  warning,  issued 
his  first  opinion  in  this  matter,  but  after  receiving  exhaustive 
and  convincing  briefs  from  the  Department  of  Agriculture, 
NRECA  and  the  cooperatives  involved,  he  proceeds  to  issue  a 
second  opinion  without  even  requesting  important  facts,  pre¬ 
ferring  to  assume  facts  which  will  justify  his  position. 
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His  treatment  of  the  Department  of  Agriculture’s  action  in 
this  case  would  be  amusing  if  the  matter  were  not  so  important 
and  the  damage  threatened  so  serious.  In  the  instant  case,  a 
cooperative  makes  a  loan  application  to  the  Administrator  of 
REA.  The  Administrator  feels  that  on  the  basis  of  that  presen¬ 
tation  he  should  not  make  the  loan.  The  cooperative  renews  its 
application  and  furnishes  the  additional  facts  and  information 
which  convinces  the  Administrator  that  the  application  should 
be  granted. 

There  are  a  number  of  other  bases  upon  which  the  Adminis¬ 
trator  could  have  made  the  loan  and  those  bases  are  set  forth 
in  the  Department’s  brief.  But,  says  the  Comptroller  General, 
since  the  Administrator  did  not  make  the  loan  on  any  of  these 
other  bases,  the  loan  is  still  illegal.  In  other  words,  the  Comp¬ 
troller  General  is  treating  a  loan  study  made  by  the  Adminis¬ 
trator  and  his  staff  as  though  it  were  a  Court  case,  and  any 
arguments  or  considerations  not  specifically  used  as  the  bases 
for  making  the  loan  are  no  longer  available  to  the  Administrator. 

Let  this  be  a  full  warning  to  all  Government  lending  agen¬ 
cies.  The  Comptroller  General  now  says  in  effect  that  every  loan 
made  by  any  of  them  must  have  in  the  loan  docket  at  the  very 
outset  every  conceivable  reason  and  basis  for  making  the  loan. 
Otherwise  the  Comptroller  General  will  disregard  all  of  these 
valid  reasons  and  bases  when  he  decides  to  review  the  loan. 
Hereafter,  it  will  not  be  sufficient  for  a  lending  agency  to  select 
just  one  valid  basis  for  making  the  loan,  but  it  must  prepare 
its  papers  in  the  beginning  so  that  they  include  every  possible 
basis.  This  may  seem  fantastic,  but  it  is  what  the  Comptroller 
General  has  held  in  this  case. 


X 

Comptroller  General  Now  Would  Not  Disturb  This 

“Illegal”  Loan 

The  Comptroller  General  now  says  that  although  the  loan 
is  illegal  nothing  need  be  done  about  it — but,  of  course,  it  must 
not  be  done  again. 

In  his  original  ruling  the  Comptroller  General  directed  the 
Administrator  to  take  steps  to  obtain  the  immediate  return  of 
the  loan  funds.  If  he  is  right  in  his  ruling  that  the  loan  was 
unauthorized,  that  was  a  logical  direction.  Now,  although  he 
maintains  his  position  that  the  loan  was  illegal,  he  tells  the 
Administrator  that  he  need  not  take  any  steps  to  obtain  an 
immediate  return  of  the  money  because  the  cooperative  has 
spent  the  money  and  is  under  contract  to  return  it  over  a  35-year 
period. 

This  new  twist  in  logic  is  as  confusing  as  the  other  mental 
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gyrations  of  the  Comptroller  General.  If  the  loan  is  illegal,  cer¬ 
tainly  it  should  not  be  permitted  to  stand.  If  it  is  illegal,  it  can¬ 
not  be  condoned  and  the  money  should  be  recaptured  at  once. 

One  cannot  help  but  wonder  whether  this  new  bit  of  inspired 
reasoning  by  the  Comptroller  General  does  not  result  from  the 
fact  that  he  knows  that  no  Court  in  the  land  would  back  up  his 
position  and  that  if  the  Administrator  sued  to  obtain  an  imme¬ 
diate  return  of  the  money  the  Courts  would  expose  the  ruling 
of  the  Comptroller  General  for  what  it  is — a  completely  ridicu¬ 
lous  and  unfounded  ruling. 


XI 

The  Comptroller  General’s  Ruling  Is  Completely 
Confused  and  Confusing 

The  Comptroller  General  has  actually  given  us  different  and 
conflicting  standards  with  respect  to  the  loans  that  the  Adminis¬ 
trator  may  make.  Thus,  he  says  that  the  Administrator  may 
not  make  loans  to  serve  unserved  persons  who  are  “along  side 
of”,  or  “adjacent  to”,  or  “within  a  reasonable  distance  of”,  the 
lines  of  a  power  company  when  that  power  company  is  willing 
to  serve  such  persons  at  a  reasonable  price.  He  also  states  as  a 
requirement  that  the  power  company  must  be  able  to  reach  these 
unserved  persons  without  extending  its  existing  lines.  He  also 
states  that  the  instant  case  is  an  illustration  of  the  type  of 
unserved  rural  person  that  may  not  be  reached  by  REA  financed 
lines. 

In  the  instant  case,  it  would  have  been  necessary  for  the 
power  company  to  reconstruct  a  substantial  part  of  its  existing 
facilities  and  to  extend  a  heavy  transmission  line  a  distance  of 
160  feet  to  reach  the  new  plant,  at  an  expenditure  of  $100,000. 
Since  an  extension  would  have  been  necessary  in  the  instant 
case,  how  are  we  to  interpret  the  Comptroller  General’s  state¬ 
ment  that  the  power  company  must  be  able  to  serve  the  un¬ 
served  person  without  extension  of  its  lines  ?  Obviously,  giving 
the  word  “extension”  its  normal  dictionary  meaning,  the  Comp¬ 
troller  General  cannot  have  it  both  ways.  Either  the  word 
“extension”  is  being  used  by  him  in  some  new  and  strange 
manner  or  he  has  contradicted  himself.  This  is  surely  a  point 
on  which  additional  “clarification”  is  needed  from  the  Comp¬ 
troller  General. 

Also,  in  view  of  the  facts  of  the  instant  case,  some  definition 
of  “within  a  reasonable  distance  of”  power  company  lines  must 
be  furnished.  It  is  true  that  the  Comptroller  General  has  quali¬ 
fied  his  statement  on  this  by  noting,  parenthetically,  that  the 
reasonable  distance  shall  be  as  determined  by  the  Administrator. 
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But  in  the  instant  case  an  expenditure  of  $100,000  would  have 
been  required  of  the  power  company,  for  the  reconstruction  of 
existing  facilities,  plus  the  extension  of  a  heavy  transmission 
line  for  160  feet.  The  Comptroller  General  has  categorically 
stated  that  the  new  facility  to  be  served  was  within  a  reasonable 
distance  of  the  company’s  lines.  Therefore,  he  does  not  permit 
the  Administrator  to  make  the  determination  in  this  case.  What 
then  happens  to  his  statement  that  the  Administrator  shall  de¬ 
termine  what  is  a  reasonable  distance? 

Unless  the  Administrator  is  actually  to  be  given  the  full 
and  final  authority  to  make  the  determination,  then  the  Ad¬ 
ministrator,  in  many  instances,  cannot  feel  free  to  make  a  loan 
to  serve  an  unserved  person  in  a  rural  area  without  first  obtain¬ 
ing  the  approval  of  the  Comptroller  General,  because  the  Comp¬ 
troller  General,  although  he  states  that  the  Administrator  shall 
make  the  determination,  by  his  action  in  the  instant  case  shows 
that  he  has  set  himself  up  as  an  appellate  court  for  each  such 
determination  made  by  the  Administrator. 


XII 

Ruling  Would  Prohibit  Loans  For  Generation  and 
Transmission  Facilities 

The  Comptroller  General’s  ruling,  if  applied,  would  outlaw 
loans  for  new  generating  and  transmission  cooperatives.  In  the 
Brief  which  NRECA  filed  with  the  Comptroller  General  in  con¬ 
nection  with  the  Comptroller  General’s  first  letter  it  was  pointed 
out  that  under  his  first  letter  “No  generating  loans  would  be 
made.”  The  Comptroller  General  says  nothing  to  allay  this  fear 
in  his  second  letter.  His  opinion,  if  not  “clarified,”  would  seem 
to  prohibit  new  loans  for  generating  facilities,  since  the  dis¬ 
tribution  cooperative  is  not  merely  “adjacent  to”,  “along  side 
of”,  or  within  a  “reasonable  distance  of”  the  power  company’s 
lines,  but  is  actually  already  “tied  to  the  power  lines”  of  the 
power  company. 

The  failure  of  the  Comptroller  General  to  allay  our  fears  on 
generating  loans  becomes  more  significant  when  we  consider 
that  he  went  out  of  his  way  to  state  that  he  was  not  objecting 
to  loans  made  to  “heavy  up”  existing  cooperative  facilities,  even 
though  there  was  no  mention  of  loans  for  “heavying  up”  lines 
in  the  previous  letter  or  the  briefs  filed.  Therefore,  his  failure 
to  state  that  generating  loans,  which  were  mentioned  in  NRECA’s 
brief,  were  also  permissible  seems  to  be  deliberate  and  not  an 
oversight. 

In  any  event,  unless  and  until  his  ruling  is  altered  by  fur¬ 
ther  “clarification”,  the  Comptroller  General  would  prohibit 
loans  for  generating  and  transmission. 
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XIII 

Many  Other  Loans  of  the  Types  Which  Have  Always 
Been  Made  Would  Be  Prohibited 

The  ruling  of  the  Comptroller  General,  if  applied,  would 
prohibit  many  other  loans  of  the  types  which  have  always  been 
made.  Let  us  consider  just  a  few  additional  factual  situations 
in  which  loans  cannot  be  made  if  the  opinion  is  applied.  Take 
the  not  unusual  case  where  a  power  company  has  a  115  kv  trans¬ 
mission  line  which  it  has  constructed  and  is  using  merely  to 
connect  two  towns  that  it  serves.  The  transmission  line  runs 
through  the  heart  of  a  cooperative’s  territory,  but  it  serves  no 
persons  in  the  cooperative’s  territory.  An  attractive  load  develops 
in  the  midst  of  the  cooperative’s  territory  under,  or  almost  under, 
or  within  a  “reasonable  distance  of”  the  company’s  transmission 
line.  Suppose  the  company  is  willing  to  tap  its  transmission  line 
at  that  point  and  install  a  substation  to  serve  that  load.  Under 
the  language  of  the  opinion,  the  Administrator  cannot  lend  the 
cooperative  money  to  serve  that  load,  even  though  it  is  in  the 
heart  of  the  cooperative’s  territory  and  outside  of  the  power 
company’s  territory.  Unless  the  Comptroller  General  issues  an¬ 
other  “clarification”  of  his  opinion,  even  this  type  of  loan  would 
be  considered  unauthorized. 

What  happens  if  the  cooperative’s  lines  are  also  “adjacent 
to”,  or  “along  side  of”,  or  within  a  “reasonable  distance  of”, 
the  unserved  consumer  ?  Apparently  the  Administrator  still  can¬ 
not  make  a  loan  to  serve  that  consumer.  What  if  the  coopera¬ 
tive’s  lines  are  closer  to  the  unserved  person  than  the  lines  of 
the  power  company?  Apparently  the  loan  is  still  prohibited. 
What  if  the  cooperative’s  lines  were  there  before  the  power 
company’s  lines?  Apparently  that  would  make  no  difference. 
What  if  the  company’s  lines  are  completely  inadequate?  Appar¬ 
ently — at  least  if  the  power  company  says  it  is  willing  to  put 
in  new  facilities — that  would  make  no  difference. 

Many  “Clarifications”  Needed 

It  seems  clear  that,  unless  REA  is  to  stop  making  loans, 
a  great  many  additional  “clarifications”  must  be  made  by  the 
Comptroller  General. 

In  fact,  it  would  seem  that  REA  might  need  a  “clarification” 
in  connection  with  each  loan  application  to  serve  new  consumers. 
If  so,  wouldn’t  the  Comptroller  General  in  effect  become  also  the 
Administrator  ? 

It  is  obvious  that  the  Comptroller  General  still  has  no  clear 
understanding  of  the  operations  involved  and  his  ruling,  if 
applied,  would  at  least  create  tremendous  confusion.  It  is  un- 
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believable  that  anyone  would  attempt  to  make  such  an  important 
ruling  without  even  understanding  its  import. 

Although  the  Comptroller  General  in  his  first  letter  merely 
said  that  the  Administrator  could  not  make  a  loan  to  serve  areas 
where  there  were  power  company’s  lines  and  the  power  company 
was  willing  to  serve,  he  has  now  added  an  additional  require¬ 
ment,  and  that  is  that  the  power  company  must  be  willing  to 
sell  “at  a  reasonable  price”.  He  does  not  say  that  this  is  a  change 
from  his  original  letter  but  it  is,  of  course,  a  most  important 
change.  And  it  does  not  alter  the  fact  that  the  ruling  is  still 
destructive  of  the  rural  electrification  program.  Furthermore, 
who  is  to  decide  what  a  “reasonable  price”  is,  in  particular 
circumstances  ? 

Basically,  of  course,  the  REA  program  was  created  because 
the  private  power  companies  would  not  serve  persons  in  rural 
areas  at  reasonable  prices.  They  have  always  been  willing  to 
serve  anyone,  if  they  could  charge  enough. 

On  the  question  of  the  definition  of  the  terms  used  by  the 
Comptroller  General— “adjacent  to”,  “along  side  of”,  “within  a 
reasonable  distance”  and  “a  reasonable  price” — there  cannot  be 
a  definite  yardstick  for  all  cases.  What  is  a  “reasonable  distance” 
in  Pennsylvania  may  not  be  a  “reasonable  distance”  in  South 
Dakota.  And  what  may  be  a  “reasonable  price”  in  Vermont 
may  not  be  a  “reasonable  price”  in  Tennessee. 

It  is  no  answer  to  say  that  the  Administrator  will  make  those 
determinations.  How  can  he,  when  in  the  instant  case  the  Comp¬ 
troller  General  flatly  says  that  a  consumer  who  can  be  served  by 
a  power  company  only  if  the  power  company  spends  more  than 
$100,000  to  rebuild  existing  lines  and  then  extends  its  heavy 
transmission  line  for  160  feet  is  within  a  reasonable  distance? 
What  if  the  Administrator  thinks  it  is  an  unreasonable  distance  ? 
Obviously,  with  a  Comptroller  General  who  acts  in  this  manner 
the  Administrator  could  never  feel  safe  with  any  decision  until 
it  had  been  approved  by  the  Comptroller  General. 

What  of  the  Administrator’s  right  to  make  loans  to  “heavy 
up”  lines  already  serving  those  whom  the  Comptroller  General 
now  says  should  not  have  been  served  ?  Although  the  Comptroller 
General’s  opinion  specifically  approves  of  loans  to  “heavy  up” 
existing  cooperative  facilities,  it  raises  the  very  important  ques¬ 
tion  of  whether  the  Administrator  can  make  loans  for  the  pur¬ 
pose  of  “heavying  up”  those  facilities  which  have  already  been 
built  to  serve  persons  who  were  “adjacent  to”,  or  “along  side  of”, 
or  within  a  “reasonable  distance  of”,  power  company  lines  when 
the  cooperative  first  began  to  serve  them. 

If  the  original  loan  was  improper,  can  further  loans  be  made 
for  additional  service  to  those  people?  If  such  further  loans  are 
prohibited,  complete  chaos  and  a  breakdown  of  service  will 
develop. 
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XIV 

Ruling  Would  Impose  a  Tremendous  Administrative 
Burden  Upon  the  Administrator 

If  the  Comptroller  General’s  ruling  is  applied,  even  if  it  is 
“clarified”  in  the  many  respects  that  need  clarification,  it  would 
create  a  tremendous,  if  not  impossible,  administrative  burden. 
Presumably,  in  connection  with  each  application  to  provide  serv¬ 
ice  for  unserved  persons  the  Administrator  would  have  to  make 
sure  that  none  of  the  money  was  to  be  used  to  provide  service 
to  persons  “along  side  of”,  or  “adjacent  to”,  or  within  a  “reason¬ 
able  distance  of”  power  company  lines. 

This  would  require  the  cooperatives  to  submit  detailed  infor¬ 
mation  and  maps  in  connection  with  their  loan  applications,  and 
it  would  also  require  the  Administrator  to  make  a  careful  study 
of  that  material  and  perhaps  have  the  applications  checked  in 
the  field.  The  additional  administrative  costs  would  be  tremen¬ 
dous  and  the  approval  of  loan  applications  would  be  greatly  de¬ 
layed,  all  to  the  serious  detriment  of  the  rural  electrification 
program. 

XV 

Comptroller  General  Is  Attempting  to  Intimidate  the 

Administrator 

The  Comptroller  General  is  obviously  intending  to  intimidate 
the  REA  Administrator.  The  Administrator  should,  of  course, 
completely  disregard  the  opinion,  since  it  is  absolutely  clear,  as 
his  own  legal  staff  has  definitely  established,  that  there  is  no 
basis  to  it,  and  the  only  power  of  the  Comptroller  General  in 
this  matter  is  to  make  a  report  to  Congress,  as  he  has  said  he 
will  do.  It  is  doubtful,  however,  even  though  the  Administrator 
rejects  the  Comptroller  General’s  decision,  that  there  will  not, 
in  fact,  be  some  harmful  effect  upon  the  Administrator’s  de¬ 
cisions.  For  example,  it  is  doubtful  whether  the  Administrator 
would  make  additional  loans  where  the  facts  are  identical  with 
or  even  very  close  to  the  facts  in  the  instant  case.  Also,  one 
cannot  predict  the  extent  to  which  this  decision  will  influence 
other  actions  of  the  Administrator  unless  the  decision  is  defi¬ 
nitely  struck  down. 


XVI 

The  Opinion  Has  Already  Been  Used  Against  the 
Rural  Electrification  Program 

Not  only  will  the  opinion  of  the  Comptroller  General  furnish 
material  to  be  used  in  the  future  by  the  enemies  of  rural  electri¬ 
fication  in  their  propaganda  and  other  attacks,  but  it  has  already 
been  used  in  Commission  proceedings  against  a  cooperative. 
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In  New  Jersey,  the  question  before  the  Commission  was 
whether  to  approve  the  sale  of  Tri-County  Rural  Electric  Coopera¬ 
tive  to  Jersey  Central  Power  &  Light  Company.  An  important 
issue  was  the  ability  of  the  Cooperative  to  serve  new  consumers 
coming  into  its  area.  Proponents  of  the  sale  argued  that,  in  view 
of  the  Comptroller  General’s  opinion,  REA  loan  funds  might  not 
be  available  to  serve  such  new  consumers,  and  therefore  the 
public  interest  would  best  be  served  by  having  the  power  com¬ 
pany  take  over. 

This  is  but  a  sample  of  the  tremendous  harm  which  the 
Comptroller  General’s  actions  in  this  matter  may  produce.  These 
opinions  must  be  struck  down ! 

XVII 

Comptroller  General’s  Ruling  Is  Actually  a  Hostile 
Power  Company  Brief 

This  second  letter  of  the  Comptroller  General  uses  the  same 
misleading  approach  of  his  original  letter.  Material  is  cited  for 
propositions  which  the  material  does  not  support,  but  every 
effort  is  made  to  make  the  material  seem  to  support  the  Comp¬ 
troller  General.  The  huge  mass  of  material — such  as  case  law, 
legislative  history  and  congressional  action — which  definitely 
destroys  his  contentions  is  deliberately  misapplied  or  ignored. 
Every  fact,  every  authority  and  every  argument  contrary  to  the 
position  he  is  determined  to  maintain  is  ignored  or  rejected. 

The  entire  approach  and  tone  of  the  letter  is  that  of  power 
company  partisanship.  In  addition,  the  letter  contains  material 
which  could  not  have  come  from  any  source  but  the  power  com¬ 
pany.  The  letter  should  best  be  described  as  a  power  company 
brief  rather  than  an  opinion,  or  ruling,  because  its  entire  effort 
is  to  establish  the  correctness  of  a  predetermined  position  de¬ 
structive  of  the  rural  electrification  program,  and  not  to  reach 
a  judicious  and  objective  conclusion.  It  appears  to  be  a  deliber¬ 
ate  effort  to  give  to  the  power  companies  everything  they  have 
sought  in  their  attempt  to  destroy  the  rural  electrification  pro¬ 
gram,  and  which  has  been  denied  them  by  the  Congress  and  the 
Courts.  And,  obviously,  if  this  ruling  were  applied  to  the  rural 
telephone  program,  it  would  destroy  that  program,  also. 
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Mr.  Wise.  I  am  confused,  Mr.  Chairman.  I  don’t  recall  that  the 
letter  from  the  Secretary  of  Agriculture  to  the  Comptroller  General 
and  an  analysis  of  the  second  letter  of  the  Comptroller  General,  both 
of  which  were  prepared  by  the  lawyers  of  the  Department  of  Agri¬ 
culture,  working  on  REA  matters,  have  been  admitted  into  the  record. 
If  they  have  not  been,  I  should  like  to  otfer  them  at  this  time. 

Senator  Holland.  My  impression  is  that  they  were  admitted. 
That  was  the  intention  yesterday.  If  they  have  not  been,  why  they 
certainly  should  be  admitted. 

(For  letters  referred  to  above  see  pp.  8-41.) 

(Discussion  off  the  record.) 

Mr.  Wise.  I  should  like  to  call  your  attention  to  those  two  docu¬ 
ments  prepared  by  the  lawyers  in  the  Department  of  Agriculture, 
especially.  We  are  a  little  bit  in  competition  with  them,  because  we 
wrote  briefs  on  the  same  subject.  I  cheerfully  admit  theirs  are  better 
and  establish  so  clearly  the  situation  in  question  here  that  I  urge  you 
to  read  them  if  you  possibly  can  get  the  time. 

I  am  confident  that  if  you  gentlemen  will  but  glance  through  the 
three  letters  from  the  Comptroller  General  and  the  briefs  and  analy¬ 
ses  prepared  by  the  REA  lawyers  in  the  Department  of  Agriculture 
and  by  us,  you  will  readily  agree  that  Senate  Resolution  21  must  be 
adopted  by  the  Senate,  if  the  REA  program  is  not  to  be  seriously 
crippled. 

^  Since  those  documents  make  it  clear  beyond  question  that  the 
Comptroller  General's  opinion  is  grievously  in  error  in  holding  that 
Congress  meant  something  entirely  different  from  what  it  clearly  said 
in  the  plainest  language  and  also  show  the  manner  and  the  extent  to 
which  the  REA  program  will  be  injured  by  the  ruling,  I  shall  not 
burden  the  record  with  their  details  in  my  statement.  I  shall  merely 
try  to  summarize. 

In  the  July  21,  1958,  letter  the  Comptroller  General  held  that  a 
portion  of  a  loan  made  to  an  Iowa  G.  &  T.  cooperative  to  finance  a 
transmission  line  was  not  authorized  under  the  Rural  Electrification 
Act,  and  instructed  the  Department  to  take  steps  to  recover  immedi- 
ately  the  amount  which  had  been  advanced  to  construct  the  transmis¬ 
sion  line. 

I  may  say  at  that  point,  Mr.  Chairman,  in  answer  to  Senator  Tal- 
madge’s  question  of  yesterday,  it  is  our  position  that  that  original 
letter  was  entirely  and  completely  beyond  the  authority  of  the  Comp¬ 
troller  General.  There  is  no  question  but  that  the  Comptroller  Gen¬ 
eral  has  the  right  to  report  to  Congress  at  any  time  on  all  fiscal  mat¬ 
ters,  and  we  don’t  criticize  his  doing  that  at  all.  That  is  up  to  him. 
But  for  him  to  instruct  the  Administrator  of  REA,  rather  the  Secre¬ 
tary  of  Agriculture,  to  collect  back  that  money,  and  to  hold  in  the 
fashion  in  which  he  did  that  that  loan  was  illegal,  we  submit  is 
entirely  beyond  his  authority.  Previous  Comptroller  Generals  have 
stated  very  clearly  in  a  number  of  opinions  that  whether  or  not  a 
particular  loan  is  to  be  made  or  not  is  an  administrative  matter  to  be 
decided  by  the  Administrator  of  REA  and  not  by  the  Comptroller 
General.  And  then  recently  in  a  Supreme  Court  decision— and  I  am 
a  little  embarrassed  to  refer  to  the  Supreme  Court  in  view  of  what 
you  have  said,  Mr.  Chairman,  but  they  do  in  this  matter  still  set 
forth  the  law  which  we  must  be  governed  by — the  Court  has  held 
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precisely  that  the  Comptroller  General  has  no  authority  to  pass  on 
a  matter  of  this  kind  when  the  discretion  is  vested  in  the  Adminis¬ 
trator.  Mr.  Rathbun  cited  that  case  for  another  purpose  a  few 
minutes  ago.  It  is  Panama  Company  versus  the  Grace  Line.  The 
citation  is  in  the  record  in  one  of  our  briefs. 

Senator  Holland.  In  other  words,  if  I  understand  your  position, 
not  only  do  the  courts  have  no  jurisdiction  but  the  Comptroller  Gen¬ 
eral  has  no  jurisdiction,  is  that  correct  ? 

Mr.  Wise.  To  pass  on  particular  loans  the  Comptroller  General  has 
no  jurisdiction.  If  you  want  to  bring  up  Mr.  Rathbun’s  point  at 
this  time  I  will  digress  to  do  that.  I  was  really  amazed  at  him  sitting 
here  and  explaining  the  situation  the  way  he  did.  The  courts  hold — 
and  have  held  not  only  in  connection  with  REA  but  in  connection 
with  any  other  Government  agency,  and  the  Administrative  Procedure 
Act  holds  the  same  thing — when  an  individual  has  not  been  aggrieved 
or  adversely  affected  by  an  act  of  the  Administrator  he  does  not  have 
any  standing  in  court. 

In  answer  to  your  question,  Senator  Talmadge,  you  are  of  course 
correct.  What  you  learned  in  equity  is  still  the  law  of  this  land. 
For  every  right  which  is  aggrieved  there  is  a  remedy.  But  the  courts 
have  expressly  held  here  that  a  power  company  does  not  have  a  right  to 
be  protected  against  a  cooperative  serving  an  unserved  person  or  any 
other  person,  that  Congress  did  not  intend  to  give  such  right  to  the 
power  company.  I  submit  that  if  you  will  read  the  legislative  history 
and  read  our  briefs  on  the  subject,  you  will  agree  with  that.  This 
question  has  come  up  many  times.  The  identical  question  was  de¬ 
cided  by  the  court  of  appeals  here. 

Certorari  was  denied  by  the  Supreme  Court  years  ago  in  the  Kansas 
City  case  when  the  problem  first  came  up.  And  I  believe  everyone 
who  is  around  the  table  who  is  a  lawyer  will  remember  Alabama  Power 
Co.  versus  Ickes  going  way  back  to  the  early  cases  and  the  same 
principle  was  decided  again  in  the  TVA  case — TVA  versus 
Ashwander. 

This  is  not  something  that  is  peculiar  to  REA.  The  question  is, 
Has  a  right  been  given  to  this  particular  individual  or  company  to 
be  protected  against  an  act  of  some  other  person  ? 

Now,  in  answer  to  your  question,  Mr.  Chairman,  it  is  our  position 
that  the  Administrator  is  responsible  to  Congress,  and  that  he  has 
come  up  and  reported,  as  we  will  develop  in  a  few  minutes,  over  and 
over  again.  He  has  expressly  testified  to  this  very  question,  that 
is  on  the  broad  question  which  is  involved  here  as  to  whether  the  test 
is  one  of  “area”  or  “availability”  or  whether  the  test  is  service  to  an  un¬ 
served  person,  and  I  shall  get  into  that  in  a  few  minutes.  But  the 
instrumentality,  the  authority,  which  passes  on  that  is  Congress 
and  no  one  else.  I  also  submit,  Mr.  Chairman,  if  that  were  not 
so  in  this  particular  type  of  case,  where  there  is  no  regulation  in¬ 
volved — REA  has  no  regulatory  authority  of  any  kind  at  all,  it  is 
merely  a  lending  agency— there  would  have  been  no  REA  program. 
If  each  loan,  each  particular  loan,  were  subject  to  review  by  either 
the  Comptroller  General  or  by  the  courts,  there  could  have  been  no 
REA  program.  The  tactics  used  here  by  this  company  in  going  into 
court,  which  we  will  get  into  in  a  minute,  when  they  had  exhausted 
their  remedies  before  the  Iowa  commission  and  the  Iowa  courts  shows 
just  how  there  would  have  been  no  program. 
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Senator  Talmadge.  Would  you  let  me  interrupt  at  that  point  now? 
You  state  that  it  is  a  lending  agency  and  no  one  else  has  any  ad¬ 
ministrative  control  over  it. 

Mr.  Wise.  Except  Congress,  sir. 

Senator  Talmadge.  Except  Congress  ? 

Mr.  Wise.  Yes. 

Senator  Talmadge.  Let  us  assume  that  we  had  an  Administrator  in 
office  who  went  completely  contrary  to  law  and  policy  and  made  a 
loan  ostensibly  for  REA  that  was  used  to  package  food  or  some  such 
commodity.  What  would  the  remedy  be? 

Mr.  Wise.  I  would  like  to  say  first,  Senator,  if  that  food  process¬ 
ing  plant  were  located  in  a  rural  area,  that  is  an  unincorporated  area 
or  an  incorporated  area  of  less  than  1,500,  and  it  were  not  receiving 
central  station  service,  there  is  no  question  of  the  authority  of  the 
REA  to  make  a  loan  to  a  borrower  to  serve  such  a  plant. 

Senator  Talmadge.  I  am  not  talking  about  serving  the  plant.  I 
am  talking  about  utilizing  the  money  for  some  purpose  not  allowed 
under  the  act. 

Mr.  Wise.  Anyone  who  has  been  aggrieved  by  that  has  a  right  to 
challenge  it.  A  power  company  which  has  not  been  given  any  right 
guaranteeing  against  competition  would  not  have  a  right. 

Senator  Talmadge.  In  other  words,  under  the  hypothetical  case 
I  gave  you,  the  only  one  who  could  complain  would  be  a  competitor  in 
the  food  processing  business  ? 

Mr.  Wise.  He  could  not  complain  unless  some  right  of  his  had  been 
invaded.  It  would  depend  upon  the  circumstances  of  that  particular 
case.  If  he  had  a  right  which  was  given  to  him  which  had  been  in¬ 
vaded,  then  he  could  complain.  Otherwise,  he  could  not. 

I  also  would  like  to  emphasize  there  is  nothing  startling  about 
this,  or  that  it  is  different  from  the  law  that  applies  to  all  other 
agencies.  Whenever  Congress— and  after  all  Congress  is  the  one 
which  should  have  the  authority — when  they  gave  a  right  to  a  partic¬ 
ular  class  of  people,  then  that  right  is  entitled  to  be  protected  in  the 
courts.  If  under  the  State  law  they  are  given  any  right,  for  instance, 
if  they  are  given  an  exclusive  franchise,  then  a  utility  can  go  in,  not 
to  protest  the  REA  loan,  the  validity  of  that,  but  the  invasion  of 
their  right,  that  is  their  right  to  be  free  from  competition,  and  it  can 
do  that  in  the  fetate  courts,  but  here  this  particular  company  ex¬ 
hausted  all  of  its  rights  before  it  came  to  the  Comptroller  General,  as 
we  shall  demonstrate  in  a  minute. 

The  line  made  it  possible  for  a  distribution  cooperative  served  by 
the  G.  &  T.  cooperative  to  serve  a  new  plant  of  a  pipe  and  tile  com¬ 
pany. 

On  pages  3,  13,  and  14  of  the  letter  from  the  Acting  Secretary  of 
Agriculture  to  the  Comptroller  General  dated  August  7,  1958,  are  set 
forth  the  facts  which  formed  the  basis  for  the  REA  Administrator’s 
findings  that  the  new  plant  was  not  receiving  central  station  service 
and  therefore  was  eligible  to  be  served  with  facilities  financed  bv 
REA.  J 

The  language  of  the  Rural  Electrification  Act  which  authorizes  the 
making  of  electric  loans  is  contained  in  section  2  and  section  4  of  the 
act. 
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Section  2  reads : 

The  Administrator  is  authorized  and  empowered  to  make  loans  *  *  * 
for  *  *  *  the  furnishing  of  electric  energy  to  persons  in  rural  areas  who  are 
not  receiving  central  station  service  *  *  *. 

Section  4  reads : 

The  Administrator  is  authorized  and  empowered  *  *  *  to  make  loans  *  *  * 
for  the  purpose  of  financing  the  construction  and  operation  of  generating  plants, 
electric  transmission  and  distribution  lines,  or  systems  for  the  furnishing  of 
electric  energy  to  persons  in  rural  areas  who  are  not  receiving  central  station 
service  *  *  *. 

The  Comptroller  General  gave  two  reasons  for  holding  that  the 
loan  in  question  was  not  autnorized.  He  first  stated  that  act  pro¬ 
hibited  the  use  of  loan  funds  for  the  construction  of  facilities 

to  furnish  power  to  an  area  already  served  by  private  power  companies  when 
such  companies  are  willing  to  provide  adequate  central  station  service  to  per¬ 
sons  within  the  area  who  are  not  tied  to  the  power  lines, 

and,  second,  that  the  new  plant  could  not  be  considered  a  person  not 
receiving  central  station  service. 

I  would  like  to  emphasize  here,  if  I  may  digress  from  my  prepared 
statement  a  minute  in  view  of  the  discussion  which  took  place  yester¬ 
day  and  this  morning,  these  are  two  entirely  separate  and  distinct 
questions.  The  second  one  is  a  very  narrow  question  on  which  reason¬ 
able  men  might  disagree. 

We  feel  here,  as  i  will  show  in  a  minute,  that  it  was  clear  that  this 
was  not  a  case  of  a  person  receiving  central  station  service,  but  if  the 
Comptroller  General  had  limited  lus  opinion  to  that  narrow  question, 
we  would  not  be  here  today,  because  it  would  not  do  the  grievous  harm 
to  the  overall  REA  program. 

I  may  say  there  have  been  very,  very  few  cases  involving  this  narrow 
problem.  1  started  to  say  in  tne  23  years  of  the  REA  program  you 
could  count  them  on  your  fingers.  Tnat  might  be  an  understatement, 
but  there  have  been  very,  very  few  where  tins  question  has  arisen  as 
to  whether  or  not  REA  is  serving  a  person  who  is  already  receiving 
central  station  service.  There  have  been  a  few  others  that  received 
a  lot  of  publicity,  but  overall  they  have  been  negligible.  They  are 
what  you  lawyers  would  call  de  minimis  by  any  standard  at  all.  How¬ 
ever,  we  spent  a  lot  of  time  on  tlie  question  yesterday  and  for  that 
reason  I  would  like  to  just  take  a  couple  of  minutes  here  to  show  that 
this  particular  person  was  not  receiving  central  station  service. 

But  that  is  not  important  to  our  overall  problem,  and  i  am  afraid  we 
are  placing  too  mucli  emphasis  on  this  and  i  am  contributing  to  that. 

But  since  Mr.  Whitmore,  in  his  testimony  yesterday  before  you, 
Senator  Ellender,  left  out  so  many  of  the  relevant  facts,  tne  facts  winch 
are  determinative  of  the  case, 'I  am  reminded  of  the  Comptroller  Gen¬ 
eral’s  treatment  of  the  legislative  history  which  we  shall  get  into  in  a 
minute.  He  did  the  same  thing.  When  it  came  to  the  parts  which 
determined  the  case  in  our  favor,  he  omitted  those  parts  as  i  will  show 
in  a  minute,  and  that  is  exactly  what  Mr.  Whitmore  did  yesterday. 

If  I  may  continue,  he  concluded,  that  is  the  Comptroller  General, 
that  the  new  plant  could  not  be  considered  a  person  not  receiving  cen- 
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tral  station  esrvice  even  though  the  following  facts  were  established 
by  the  cooperatives  involved  and  the  Department  of  Agriculture : 

(a)  The  old  plant  was  receiving  25-cycle  electric  service  from 
an  electric  railway  company  ? 

( b )  The  new  plant  was  160  feet  from  the  old  plant ; 

(c)  While  located  on  the  same  tract  of  land,  the  new  plant  was 
a  completely  separate  operation  from  the  old  plant; 

(d)  The  new  plant  required  60-cycle  service  and  to  give  such 
service  the  existing  supplier  would  have  to  spend  approximately 
$100,000 — it  wasn’t  there  but  had  to  spend  approximately  $100,000, 
to  reconstruct  its  existing  facilities  running  to  the  old  plant,  and 
to  extend  heavy  transmission  facilities  for  160  feet ; 

(e)  The  consumer’s — that  is  the  Lehigh  Tile  Co. — capital  in¬ 
vestment  in  the  new  plant  greatly  exceeded  its  capital  investment 
in  the  old  plant ; 

(/)  The  power  requirements  of  the  new  plant  greatly  exceeded 
the  power  requirements  of  the  old  plant ; 

iff)  There  is  a  respectable  body  of  technical  and  engineering 
opinion  that  25-cycle  service  is  outmoded  and  obsolete  and,  there¬ 
fore,  is  not  adequate  central  station  service ; 

(h)  The  location  and  scope  of  the  new  plant  were  determined 
by  the  consumer  on  the  basis  of  its  desire  for  a  new  electric  sup¬ 
plier  ; 

If  it  could  not  have  obtained  a  new  electric  supplier  it  would  not 
have  placed  a  new  plant  in  that  area  but  would  have  moved  to  some 
other  area.  I  can’t  emphasize  this  too  much : 

(i)  The  new  plant  was  in  territory  already  being  served  by  the 
cooperative  and  the  cooperative  was  already  serving  a  housing 
facility  of  the  owner  of  the  plant  on  the  same  site. 

It  v  asn  t  a  question  of  the  co-op  moving  into  some  new  territory. 
It  has  been  here  for  a  long  time.  It  was  actually  serving  the  resi¬ 
dence  of  the  manager  of  the  Lehigh  Co.  who  lives  on  that  site.  It  is 
true  it.  required  the  $100,000  roughly  to  build  a  higher  voltage  trans¬ 
mission  line  to  get  enough  power  in  there  to  serve  the  new  plant. 

Senator  Talmadge.  May  I  interrupt  at  that  point?  How  close 
was  the  nearest  consumer  of  the  co-op  to  the  point  of  the  new  plant? 

Mr.  \\  ise.  Right  smack  there  almost,  right  on  the  same  tract. 

Senator  Talmadge.  Contiguous  to  it  ? 

Mr.  Wise.  Yes,  sir. 

Senator  Talmadge.  One  hundred  feet,  200  ? 

Mr.  Wise.  Not  more  than  200, 1  would  say. 

Senator  Talmadge.  In  other  words,  both  of  them  were  in  the  area 
the  co-op  and  the  private  power  ? 

Mr.  Wise.  That  is  correct,  Senator  Talmadge,  except  the  coopera¬ 
tive  was  there  with  modern  1956  type  of  electric  service,  60  cycle. 

.  hls  railway  company  had  a  record,  a  history  of  poor  service.  It  had 
been  cited  before  the  Iowa  commission  numerous  times  for  poor 
service.  Also  the  cooperative,  as  I  will  come  to  in  a  minute,  had  a 
franchise  to  serve  it.  Now  these  facts  which  I  am  giving  vou  appear 
m  affidavits  prepared  by  the  officers  of  the  Lehigh  Tile  Co ,  which 
were  hied  m  the  district  court  here,  and  they  will  also  appear  in  the 
record  before  the  Iowa  commission. 
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What  Mr.  Whitmore  did  not  tell  you — Mr.  Rathbun  maybe  has 
told  you,  I  am  not  sure — is  when  the  cooperative  applied  for  a  fran¬ 
chise,  while  it  was  there,  for  any  new  construction  in  Iowa  as  I 
understand  it  you  have  to  get  a  franchise.  As  Mr.  Rathbun  pointed 
out,  the  Iowa  commission  does  not  have  public  service  commission 
jurisdiction.  It  has  safety  jurisdiction,  as  you  know,  Senator  Schoep- 
pel.  The  purpose  is  to  protect  the  public  from  the  danger  of  con¬ 
structing  an  improper  type  of  line.  But  the  cooperative,  Green 
County,  went  to  the  commission  and  was  granted  a  franchise.  That 
was  contested  very  vigorously  and  bitterly  by  either  the  railway 
company  or  Iowa-Illinois,  I  am  not  sure  just  when  that  transfer  of 
ownership  took  place,  I  believe  it  was  Iowa-Illinois.  It  then  was 
appealed  to  the  district  court  of  Iowa.  That  district  court  of  Iowa 
made  a  couple  of  findings  which  neither  Mr.  Whitmore  nor  Mr. 
Rathbun  told  you  about. 

These  findings  were  that  this  line  not  only  served,  this  plant,  as 
Mr.  Whitmore  told  you  yesterday  and  I  believe  you  repeated  this 
morning,  Senator  Ellender,  but  it  would  also  serve  some  140  farms 
from  the  line.  So  that  is  an  express  finding  made  by  the  district  court 
of  Iowa. 

Actually  today  they  are  serving  more  than  300  farms  from  this 
same  line. 

Senator  Ellender.  Are  we  to  understand  from  the  evidence  pre¬ 
sented  here  that  this  $120,000  to  build  a  line  to  serve  this  new  plant 
exclusively  was  in  error  ? 

Mr.  Wise.  Absolutely  in  error  as  found  by  the  district  court  of 
Iowa,  which  made  a  finding  that  in  addition  to  serving  that,  it  would 
serve  some  140  farmers.  I  am  representing  to  you  today,  based  on  my 
latest  information,  that  it  is  serving  some  300  farms. 

Senator  Ellender.  On  that  immediate  line? 

Mr.  Wise.  No,  off  of  it.  This  is  a  heavy  transmission  line,  the  power 
from  which  has  to  be  transformed,  but  that  line,  power  coming  from 
that  line,  serves  more  than  300  farms.  Do  I  make  that  picture  clear? 

Senator  Ellender.  Did  you  have  a  line  there  before? 

Mr.  Wise.  Of  course,  we  had  a  line  there  before.  We  were  serving 
the  manager  of  this  company  right  on  the  site. 

Senator  Ellender.  In  other  words,  this  additional  line  you  erected 
was  on  the  same  right-of-way  that  the  other  line  was  ? 

Mr.  Wise.  We  did  not  have  a  heavy  transmission  line  along  there, 
Senator,  because  we  did  not  need  that  much  power.  We  had  the  line 
along  there  necessary  to  serve  the  usual  farm  load. 

Senator  Ellender.  To  what  extent  did  you  have  to  extend  this 
line  in  order  to  get  to  the  plant  ? 

Mr.  Wise.  Wre  had  to  spend  $100,000,  and  I  have  forgotten  the 
mileage  of  transmission  line  which  had  to  be  built,  it  may  be  20  miles 
or  something  like  that,  from  a  source  of  power  where  there  was  suf¬ 
ficient  power  to  serve  this  larger  load,  and  the  new  farms  or  the  new 
other  consumers  who  were  developed  along  there.  We  had  to  spend 
$100,000  to  build  this  transmission  line. 

Senator  Ellender.  Did  you  have  an  existing  line  on  that  same  rio-ht- 
of-way  ? 

Mr.  Wise.  No,  not  on  the  same  right-of-way. 

Senator  Ellender.  It  is  a  new  line  then  that  you  built? 
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Mr.  Wise.  A  new  transmission  line,  Senator. 

Senator  Ellender.  Yes. 

Mr.  Wise.  But  we  had  our  distribution  lines  there  to  serve  these 
people. 

Senator  Ellender.  That  is  what  I  am  asking  you,  on  the  same 
right-of-way  ? 

Mr.  Wise.  No,  sir;  not  so  far  as  I  know,  I  am  not  sure  of  that,  but 
I  would  guess  at  least  not  all  on  the  same  right-of-way.  You  see  the 
situation  when  you  are  serving  farmers  and  domestic  consumers,  is 
that  you  need  so  much  power  and  you  build  a  line  of  a  certain  size 
to  serve  them.  We  had  those  lines  there.  This  site  is  right  in  the 
area  of  the  co-op.  In  fact,  we  are  serving  the  residence  of  the  man¬ 
ager  of  the  old  Lehigh  plant  on  the  same  site. 

.  Senator  Ellender.  You  were  doing  that  before  you  built  this  new 
line  ? 

Mr.  Wise.  Oh,  yes,  sir.  We  had  been  doing  that  for  a  long  time, 
I  don’t  know  how  long. 

Senator  Holland.  May  I  ask  a  question  right  there? 

Were  these  140  farm  users  already  being  served  before  the  heavier 
line,  transmission  line,  was  built  in  there?  Were  they  already  being 
served  over  the  existing  weaker  line  ? 

Mr.  Wise.  Some  of  them  were,  and  I  think  the  finding  of  the  dis¬ 
trict  court  is  that  they  were  being  served  then.  ISo,  tnat  this  line 
would  be  necessary  to  serve  them,  I  am  sorry,  the  new  line.  My  guess 
is  that  most  of  them  were  there  with  some  new  houses  or  new  other 
consumers  coming  along  the  line. 

Senator  Holland.  Is  this  what  you  mean  ?  That  the  140  who  were 
there  were  probably  being  served  by  existing  facilities,  but  that  the 
extended  new  line,  the  new  transmission  line,  has  now  been  used  to 
serve  more  private  users,  making  a  total  of  about  300. 

Mr.  Wise.  Yes,  sir;  and  also  making  it  possible,  which  it  would  not 
have  been  for  a  long  period  of  time,  to  continue  service  to  those  who 
were  already  there. 

Our  studies  show  that  the  load  of  REA  cooperatives  doubles  about 
every  5  years,  and  the  new  line  is  what  REA  calls  hea, vying  up.  Most 
of  the  lines  today  are  made  for  heavying-up  purposes. 

Senator  Schoeppel.  In  other  words,  what  you  were  doing  there  was 
you  were  building  the  line  not  only  for  this  plant,  but  also  to  com¬ 
pensate  for  the  demands  for  your  additional  load  factors  that  were 
progressively  developing  ? 

Mr.  Wise.  That  is  it,  each  year  would  develop  more,  additional  load 
and  it  would  double  every  5  years. 

I  also  want  to  emphasize  that  the  company  had  no  franchise  to 
serve  in  there  or  to  build  a  line  in  there,  and  the  cooperative  did. 
Now  the  company  appealed  that  decision  of  the  Iowa  commission  to 
the  district  court  of  Iowa,  which  made  the  finding  as  I  told  you,  and 
affirmed  the  decision  made  by  the  Iowa  commission.  Then  they  filed 
an  appeal  with  the  Supreme  Court  of  Iowa,  but  I  think  it  became 
even  a  little  too  ridiculous  for  their  lawyers  to  continue  with  it.  They 
finally  dropped  that  appeal.  Then  they  came  down  here  and  went  to 
the  district  court.  Now  I  have  struggled  and  struggled  in  my  mind 
to  see  how  they  could  have  done  that  for  any  reason  other  than 
harassing  purposes,  because  that  very  identical  point  had  been  decided 
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by  the  district  court — no,  not  by  the  district  court  here,  by  the  court 
of  appeals  here — and  certiorari  had  been  denied  by  the  supreme 
court  with  respect  to  the  same  point  as  it  affected  REA.  The  same 
problem  had  been  decided  with  respect  to  numerous  other  agencies, 
including  TWA’s  power  program,  so  I  can  see  no  possible  reason  for 
them  coming  down  here  but  they  did  and  as  Mr.  Rathbun  pointed  out 
to  you  they  took  it  all  the  way  up  to  the  Supreme  Court  of  the 
United  States  and  got  no  place. 

However,  I  want  to  be  very  fair.  The  issue  there  did  not  go  as  to 
the  merits  but.  it  went  as  to  their  standing  to  sue,  to  file  suit,  which 
they  must  have  known  was  going  to  turn  out  that  way. 

I  would  like  to  emphasize  I  went  into  these  facts  on  this  particular 
customer  only  because  there  had  been  so  much  discussion  of  it  here. 
We  feel  that  the  Administrator  acted  very  carefully.  Actually,  as 
pointed  out,  he  once  sent  this  application  back  to  get  the  facts 
straight.  He  made  a  loan,  a  large  loan,  to  this  generating  and  trans¬ 
mission  cooperative  long  before  this  controversy  arose,  or  some  time 
before  it  arose.  Then,  as  they  must  do,  the  cooperative  came  in  for 
approval  of  this  particular  extension  of  this  high  transmission  line; 
and  when  REA  found  out  that  it  was  chiefly  to  serve  this  company, 
REA  said  they  did  not  have  enough  information  to  find  that  this  was 
a  customer  not  being  served ;  so  they  sent  it  back  to  the  cooperative. 

It  was  after  that  that  the  local  cooperative  came  in  with  all  this 
information  to  justify  the  loan,  that  is,  to  show  that  the  customer  was 
not  receiving  central  station  service. 

Senator  Holland.  Just  a  moment  there.  You  are  now  dealing  with 
the  fact  that  the  REA  turned  down  the  loan  in  November  1955,  but 
later  approved  it  in  June  of  the  next  year. 

Mr.  W  ise.  Yes;  being  a  little  technical,  they  did  not  turn  down  the 
loan. 

Senator  Holland.  Maybe  I  have  the  years  wrong. 

Mr.  Wise.  I  am  not  sure  of  the  exact  date. 

Senator  Holland.  I  believe  they  turned  it  down  in  November  1955; 
later  approved  it  in  June  1956. 

Mr.  Wise.  I  don’t  think  the  words  “turned  down”  is  an  accurate 
description  of  it,  though  it  was  used  in  the  testimony. 

Senator  Holland.  What  would  be  your  word  ? 

Mr.  Wise.  It  was  sent  back  to  them;  and  this  is  my  understand¬ 
ing — and  I  got  this  information  from  the  local  cooperative  people,  not 
from  REA;  REA  said: 

We  do  not  have  enough  information  here  that  we  can  justify  going  ahead  with 
this  on  the  basis  that  this  customer  is  not  now  receiving  central  station  service. 

Senator  Holland.  Unless  there  is  objection  from  the  committee,  I 
think  that  we  should  request  the  REA  administrator  to  file  for  us  in 
the  record  a  clear  statement  of  what  happened  on  the  first  rejection 
or  sending  back,  or  whatever  it  was,  and  then  why  the  later  action  was 
taken  to  approve. 

Mr.  Wise.  An  excellent  suggestion. 

Senator  Holland.  Is  there  any  ob j ection  to  that  request  ? 

(The information  reauested  is  as  follows :) 

The  Greene  County  Rural  Electric  Cooperative  (Greene  County)  proposal  to 
serve  a  new  plant  of  the  Lehigh  Sewer  Pipe  &  Tile  Co.  (Lehigh)  was  received  by 
REA  during  the  week  of  May  16,  1955,  with  a  request  for  REA’s  recommendation 
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for  appropriate  power  rates  based  on  two  alternative  plans  of  construction.  Un¬ 
der  either  plan,  construction  of  a  transmission  line  and  a  substation  was  re¬ 
quired.  Under  one  plan,  Greene  County  would  build  both.  The  other  plan  pro¬ 
vided  for  the  construction  of  the  transmission  line  by  Central  Iowa  Tower  Co¬ 
operative  (CITCO).  On  May  27,  1955,  REA  recommended  a  rate  schedule  under 
each  plan. 

On  September  9,  1955,  REA  approved  a  loan  to  CIPCO  in  the  amount  of 
$11,173,000  for  construction  of  generation  and  transmission  facilities,  including 
the  Greene  County  Lehigh  tap. 

On  October  4,  1955,  Greene  County  contracted  with  Lehigh  to  furnish  service 
to  Lehigh’s  new  plant. 

On  October  8,  1955,  Greene  County  forwarded  a  copy  of  the  Lehigh  service  con¬ 
tract  to  REA.  On  October  27,  1955,  it  was  found  by  REA’s  retail  rate  section  to 
be  satisfactory  as  to  rate  matters.  However,  on  November  15,  1955,  the  contract 
was  returned  to  Greene  County  by  REA  without  approval  on  the  basis  of  the 
available  data  indicating  that  Lehigh  was  already  receiving  central  station  service 
from  the  Fort  Dodge,  Des  Moines  &  Southern  Railway. 

In  April  1956,  REA  was  requested  by  both  Greene  County  and  CIPCO  to  re¬ 
consider  its  action  in  connection  with  the  Lehigh  service.  A  field  investigation 
was  made  on  May  9,  1956.  The  investigator’s  field  report,  additional  data  suit- 
plied  by  Greene  County  and  CIPCO,  and  information  furnished  by  Lehigh,  estab¬ 
lished  that  the  proposed  service  would  be  to  a  completely  new,  separate,  and  in¬ 
dependent  plant.  On  the  basis  of  this  determination,  the  proposed  service  to 
Lehigh  was  approved  on  May  24,  1956.  The  facts  also  established  that  there 
was  no  existing  60-cycle  service  which  met  Lehigh’s  requirements. 

On  May  31,  1956,  Greene  County  and  CIPCO  were  advised  that  the  proposed 
service  was  approved.  On  June  19,  1956,  a  contract  dated  November  25,  1955, 
covering  the  service  was  returned  to  Greene  County  with  REA’s  approval  en¬ 
dorsed  thereon. 

Mr.  Wise.  The  point  I  am  trying  to  make  is  to  show  how  much  care 
REA  exercised,  how  conservative  their  approach  was.  I  must  say  the 
local  cooperatives  think  entirely  too  conservatively,  but  REA  was  in 
there  protecting  the  intent  of  Congress  as  exhibited,  as  set-  forth  in  the 
Rural  Electrification  Act  of  1936. 

But  I  want  to  emphasize  that  this  point  is  such  a  small  portion  of 
the  problem  which  is  before  us  now.  Had  the  Comptroller  General 
limited  himself  to  that  narrow  point  which  would  have  disposed  of 
this  case,  I  doubt  that  we  would  be  here  today,  because  obviously  rea¬ 
sonable  men  can  ditfer  as  to  whether  a  particular  case  is  central  station 
service  or  is  not.  This  committee  may  reach  one  conclusion,  a  court 
another,  another  committee  another.  I  am  sure  within  REA  different 
people  might  come  up  with  different  conclusions  on  a  close  case. 

Senator  Talmadge.  May  I  interrupt  there?  We  have  heard  these 
words  “central  station”  a  great  deal  during  these  hearings.  Just  ex¬ 
actly  what  does  that  term  mean  ? 

Mr.  Wise.  That  was  put  into  the  act  for  one  reason  only,  the  legis¬ 
lative  history  shows.  At  the  time  that  REA  was  created,  about  10 
percent  of  the  farmers  in  this  country  were  receiving  electric  service 
from  power  companies  or  municipalities  or  some  other  supplier.  A 
large  number  of  farms  had  their  own  I)elco  system.  Fairbanks  Morse 
had  such  a  system,  too.  I'm  sure  you  are  familiar  with  them,  different 
types  of  individual  units  which  a  farmer  could  buy  and  place  on  his 
farm.  So  the  words  “central  station  service”  were  put  into  the  act  to 
distinguish  from  the  case  where  you  have  the  situation  Senator  Aiken 
was  speaking  about  this  morning,  some  kind  of  a  portable  unit  from 
which  you  generate  electricity.  Central  station  service  as  used  in  the 
act  means  service  which  you  get  from  a  high  line  which  is  connected 
to  a  generating  plant.  It  can  be  either  diesel,  steam,  hydro,  or  we  hope 
before  too  long,  atomic,  or  whatever  it  might  be. 
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Senator  Holland.  In  other  words,  there  was  no  intention  at  all  of 
lending  to  ruralists  to  buy  and  install  their  own  privately  operated 
power  units  ? 

Mr.  Wise.  There  was  an  interesting  consideration  of  that  when 
the  act  was  first  passed  by  the  REA  itself.  They  decided  against 
making  such  loans.  There  is  nothing  in  the  history  to  show  they 
were  intended.  The  language  of  the  act  is  broad  enough  that  they 
could  have  made  such  loans.  I  have  been  speaking  not  about  the  type 
of  equipment  for  which  loans  could  be  made  but  as  to  this  limitation 
as  to  which  people  cannot  receive  service  from  an  REA  borrower. 
It  is  there  where  centralization  service  is  used. 

The  act  reads : 

Loans  may  be  used  to  finance  the  construction  of  facilities  to  serve  persons  in 
rural  areas  not  receiving  central  station  service. 

It  is  clear  that  it  refers  to  persons  and  not  to  the  area,  as  we  also 
will  show  in  a  minute,  but  the  reason  for  putting  the  words  “cen¬ 
tral  station  service”  in  was  so  that  you  could  still  serve  a  farmer  even 
if  he  had  a  very  expensive  Delco  system.  Some  of  them  ran  into  the 
thousands  of  dollars  where  there  was  a  big  dairy.  That  does  not 
prevent  the  REA  from  going  in  and  serving  that  farmer. 

Senator  Holland.  But  it  does  prevent  the  REA  from  going  in  and 
helping  a  dairy  install  a  separate  individual  system  of  its  own? 

Mr.  Wise.  No,  sir.  I  think  under  the  act  REA  could  do  that  but 
they  decided  as  a  matter  of  policy  never  to  do  it  and  they  have  not 
made  such  loans.  That  was  decided  very  early  in  the  historv  of 
REA. 

Senator  Holland.  That  is  decided  by  regulation  and  not  by  the  act 
itself? 

Mr.  Wise.  That  is  right,  sir.  That  is  my  interpretation  of  the  act. 
That  has  not  even  been  discussed,  so  far  "as  I  know,  for  years  and 
years,  but  my  hazy  recollection  of  it  is  that  that  was  the  decision  back 
then. 

Senator  Holland.  All  right,  sir ;  proceed. 

Mr.  Wise.  Getting  back  to  the  reasons  REA  held  the  new  Lehigh 
plant  was  not  receiving  central  station  service:  (j)  the  rate  which  the 
present  supplier  wished  to  charge  for  service  to  the  new  plant  was  so 
high  that  it  would  make  the  plant  uneconomical  to  operate;  and 

(k)  The  present  supplier  did  not  have  the  franchise  required  to 
undertake  the  reconstruction  necessary  to  serve  the  new  plant. 

Although  the  ruling  that  the  new  plant  could  not  be  considered  a 
person  not  receiving  central  station  service  was  palpably  completely 
erroneous,  it  did  not  cause  too  much  concern  insofar  as  the  overall 
program  is  concerned  since  its  effect  would  have  been  limited  to  the 
facts  of  this  particular  case. 

However,  the  Comptroller  General  was  not  content  to  base  his  deci¬ 
sion  on  this  narrower  point  which  would  have  disposed  of  the  case. 

As  a  matter  of  fact,  he  devoted  only  two  paragraphs  of  his  rather 
lengthy  opinion  to  this  ground  for  his  holding.  In  contrast,  he  la¬ 
bored  at  great  length  to  attempt  to  establish  his  other  point  which  is 
very  broad  in  its  scope  and  which  would  directly  and  disastrously 
affect  almost  every  loan  which  had  been  made  in  the  past  or  might  be 
made  in  the  future. 
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His  broad  ruling  meant  that  REA  could  not  finance  facilities  to 
serve  unserved  persons  in  all  rural  areas,  but  only  to  serve  unserved 
persons  in  some  rural  areas. 

After  it  was  clearly  pointed  out  to  him  by  the  Department  of  Agri 
culture  and  NRECA  that  this  ruling  was  not  only  completely  without 
basis,  but  would  have  prevented  the  creation  of  any  rural  electrifica¬ 
tion  program,  the  Comptroller  General  changed  his  ruling. 

In  his  second  ruling  he  emphasized  that  when  he  spoke  of  persons 
“who  are  not  tied  to  the  powerlines,”  he  meant  those  not  “on,”  or 
“alongside  of,”  or  “adjacent  to,”  or  “within  a  reasonable  distance  of,” 
the  power  company  lines — whatever  these  terms  may  mean. 

These  two  rulings  are  completely  in  error  and  can  do  tremendous 
harm  to  the  rural  electrification  program  if  they  are  not  nullified  by 
Congress.  It  is  to  prevent  this  harm  that  we  are  pleading  with  you 
for  the  passage  of  Senate  Resolution  21. 

In  short,  what  Senate  Resolution  21  will  do  is  merely  to  have  the 
Senate  indicate  that  it  meant  what  it  so  clearly  and  plainly  said  in 
section  2  and  section  4  of  the  Rural  Electrification  Act,  when  it 
authorized  the  REA  Administrator  to  make  loans  “to  serve  all  persons 
in  rural  areas  who  are  not  receiving  central  station  service.” 

There  can  be  no  question  about  the  meaning  of  this  provision  of 
the  Rureau  Electrification  Act.  Even  the  Comptroller  General  ad¬ 
mits — I  would  like  to  emphasize  this,  this  is  his  admission : 

*  *  *  literally  accepted  the  terminology  of  section  4  (and  sec.  2)  is  sufficiently 
broad  to  authorize  a  loan  for  the  purpose  of  furnishing  central  station  electric 
service  to  a  person  not  receiving  such  service,  even  though  the  service  is  avail¬ 
able  to  such  person  and  that  the  effect  of  the  loan  will  be  to  create  competition 
with  an  existing  private  utility. 

That  is  Comptroller  General  whom  I  am  quoting. 

However,  even  though  the  Comptroller  General  admitted  that  the 
meaning  of  the  act  is  clear,  he  stated  that  he  had  the  right  to  look  to 
the  legislative  history  to  make  certain  that  the  act  was  applied  in 
accordance  wih  the  intent  of  the  Congress. 

This  is  not  in  accordance  with  the  well-established  law  on  the 
subject. 

As  all  the  gentlemen  around  this  table  well  know,  the  law  is  clear 
to  the  effect  that  legislative  history  is  relevant  only  when  the  language 
of  the  statute  involved  is  ambiguous.  When  the  language  of  the 
statute  is  clear  and  unambiguous,  as  even  the  Comptroller  General 
admits  it  is  in  the  instant  case,  the  courts  will  not  look  beyond  the 
language  of  the  statute. 

Therefore  the  Comptroller  General  was  wrong  in  looking  beyond 
the  plain  meaning  of  the  act  and  examining  the  legislative  history. 

But  beyond  this,  he  compounded  his  error  when  he  took  a  legislative 
history  that  clearly  showed  that  Congress  meant  exactly  what  it  said 
in  the  act  and  attempted  to  prove  that  the  legislative  history  was  not 
clear — and  then  used  this  alleged,  but  nonexistent,  ambiguity  in  the 
legislative  history  to  change  the  meaning  of  the  plain  language  of 
the  act. 

In  other  words,  the  Comptroller  General’s  argument  amounts  to 
taking  alleged  ambiguous  legislative  history  to  change  the  plain 
meaning  of  a  clear  and  unambiguous  statutory  language.  This  he 
obviously  had  no  right  to  do. 
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Actually,  of  course,  the  legislative  history  completely  supports  the 
position  taken  by  the  Rural  Electrification  Administrators  and  the 
Department  of  Agriculture  over  the  many  years  the  rural  electrifica¬ 
tion  program  has  been  in  existence — and  the  Comptroller  General’s 
treatment  of  that  legislative  history  was  most  unusual. 

In  his  first  letter,  the  Comptroller  General  ignored  almost  all  of  the 
legislative  history  even  though  he  was  basing  his  opinion  on  it.  He 
quoted  only  a  few  brief  excerpts,  which  he  then  attempted  to  interpret 
as  supporting  his  position — and  whatever  he  quoted,  he  quoted  out  of 
context,  even  to  the  extent  of  omitting  paragaphs  from  the  very  same 
parts  he  quoted  when  those  paragraphs  were  clearly  opposed  to  the 
positon  he  was  taking. 

In  fact,  we  felt  compelled  to  comment  that  the  most  important  parts 
of  the  Comptroller  General’s  legislative  history  were  the  asterisks  used 
to  show  omissions. 

Thus,  he  omitted  this  statement  by  Senator  Norris,  who  sponsored 
the  bill  in  the  Senate,  and  this  appears  between  some  of  the  language 
which  he  read  to  you  this  morning,  this  statement  by  Senator  Norris : 

The  fact  is  that  if  we  provided  in  this  bill  that  the  rural  electrification  could 
not  go  into  any  territory  that  could  be  potentially  held  to  be  within  the  trans¬ 
mission  distance  of  an  existing  central  power  station,  it  would  mean  that  we 
probably  would  continue  the  conditions  which  have  existed  in  the  past.  In  many 
instances,  if  not  in  most  instances,  the  central  power  stations  have  picked  out 
the  cream  in  a  certain  locality  and  have  built  lines  and  supplied  it  with  elec¬ 
tricity  (80  Congressional  Record  2751,  p.  3). 

And  this  colloquy  between  Senator  King  and  Senator  Norris : 

Mr.  King.  If  an  organization  were  formed  beyond  the  10-mile  limit  to  which 
I  have  just  referred  and  within  which  limit  the  farmers  are  supplied  with  elec¬ 
tric  energy,  that  organization  would  not  be  permitted  to  come  back  into  the  10 
mile  area  to  furnish  light  to  farmers  already  receiving  it? 

Remember  Air.  Norris  was  the  sponsor  of  this  bill. 

Mr.  Norris.  Not  to  those  already  receiving  it,  but  it  might  come  into  the  10- 
mile  area  and  supply  farmers  who  were  not  receiving  it — 

and  I  cannot  emphasize  this  next  sentence  too  much : 

That  is  a  distinction  which  I  think  ought  to  be  drawn  (80  Congressional  Record 
2752,  p.  3) . 

The  Comptroller  General,  in  his  July  21  letter - 

Senator  Talmadge.  What  does  that  colloquy  have  reference  to  ? 

It  is  not  too  clear.  They  use  a  10-mile  limit  and  so  on. 

Air.  Wise.  My  recollection  of  that,  and  it  is  in  the  brief  here,  is  that 
Mr.  King  referred  to  a  company,  and  I  think  it  was  in  Washington, 
which  was  serving  a  10-mile  area,  I  believe  extending  over  into  Vir¬ 
ginia.  He  further  referred  to  an  REA  borrower  organized  to  serve 
unserved  territory  beyond  the  10-mile  area  already  served. 

In  other  words,  he  was  going  into  this  area  concept.  Mr.  King  was 
supporting  the  area  concept  which  the  Comptroller  General  has 
adopted  and  which  Mr.  Whitmore  urged  on  this  committee.  Air.  King 
asked : 

“Could  the  co-op  come  back  into  that  area  and  serve  people  ?” 

Mr.  Norris  said  it  coidd  not  come  back  into  this  10-mile  area  to  serve 
persons  already  served.  There  is  no  particular  significance  to  the 
10-mile  area.  It  would  describe  any  area,  in  my  opinion.  Mr.  Norris 
said  that  they  could  not  come  back  into  the  area  and  serve  persons 


198 


RURAL  ELECTRIFICATION  LOANS 


already  receiving  service,  but  they  could  come  back  into  the  area  to 

serve  the  unserved.  .  .  .  ,  ,  ,  , 

And  then  lie  said:  “That  is  a  distinction  which  I  think  ought  to  be 

drawn.”  .  .  . 

And  we  will  show  later  he  draws  that  distinction  again.  1  hat  is 
the  distinction  here,  and  if  I  may  go  ahead,  I  will  come  back  to  that 

in  a  minute.  ,  ,  ,  , 

The  Comptroller  General  in  his  July  21  letter,  also  omitted  refer¬ 
ence  to  many  other  important  parts  of  the  legislative  history,  such  as 
pertinent  statements  in  the  House  hearings  on  the  bill;  the  fact  that 
the  bill  originally  provided  only  for  service  to  “unserved  rural 
areas” — in  other  words  the  bill  as  originally  introduced  in  the  Senate 
adopted  the  Comptroller  General’s  position  and  he  would  have  been 
right  bad  it  been  passed  in  that  form.  It  had  an  area  limitation 
rather  than  a  person  limitation. 

It  provided  only  for  service  to  “unserved  rural  areas”  and  was 
specifically  amended  to  provide  for  service  to  “unserved  persons  in 
rural  areas”;  I  would  like  to  say  in  that  connection  that  the  colloquy 
which  Mr.  Keller  read  this  morning  for  the  GAO  and  from  which 
we  have  been  quoting  took  place  when  the  section  of  the  act  which 
they  were  discussing  still  had  in  it  the  “area”  limitation  and  not  the 
“person”  limitation. 

In  spite  of  that  fact,  even  with  that  language  in  it,  Senator  Norris 
drew  the  distinction  as  between  unserved  persons  and  unserved  areas. 
But  that  language  was  cleared  up  later. 

The  one  section  was  cleared  up  in  the  Senate  committee  when  it 
was  reported  out,  either  section  2  or  4, 1  am  not  sure  which.  The  other 
section  was  later  cleared  up  on  the  floor,  though  the  history  is  very 
vague  as  to  just  where  it  happened  or  how  it  happened.  But  Senator 
Norris,  when  he  announced  that  both  sections  now  had  the  “person” 
limitations  rather  than  the  “area”  limitation,  made  this  statement  or  a 
statement  to  this  effect :  “This  will  clear  up  the  matter  that  I  believe 
Mr.  King  and  I  were  talking  about  previously.”  In  other  words  this 
distinction  between  a  limitation  on  an  unserved  area  and  a  limitation 
on  an  unserved  person. 

When  you  read  all  the  legislative  history  together,  not  taking  any 
point  out  of  context — you  can  take  a  sentence  here  or  there  which 
would  sound  the  other  way — it  is  submitted  there  can  be  no  question 
as  to  the  distinction.  There  is  a  lot  of  talk  about  not  having  com¬ 
petition  with  existing  lines,  but  it  is  very  clear  when  you  read  all 
of  that  it  is  talking  about  competition  with  a  company  by  serving 
particular  persons  already  served  by  the  company,  and  that  you  can¬ 
not  compete  by  taking  those  persons  away.  I  submit  the  REA  has  had 
a  most  really  outstanding  record  in  that  connection. 

There  have  been  almost  no  cases.  There  have  been  a  very  few  here 
and  there  where  an  eager  beaver  in  a  local  co-op  may  have  taken  a 
customer  or  two  from  the  power  company  but  almost  none.  On  the 
other  hand,  the  REA  files  are  full  of  cases  where  the  companies  are 
constantly  taking  members  away  from  the  co-ops,  and  much  more 
significant  than  taking  members  away  is  where  they  come  into  an  area 
where  the  co-op  serves  the  entire  surrounding  area,  where  the  com¬ 
pany  has  refused  to  go  in  originally  when  the  farmers  wanted  service, 
but  now  goes  in  because  a  good  load  develops  there,  and  serves  the 
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good  load,  the  situation  you  mentioned,  Senator  Talmadge,  yesterday, 
I  believe,  about  a  big  load  coming  in  there. 

It  is  our  interpretation  that  no  matter  what  the  nature  of  that 
load  is,  if  it  is  in  a  rural  area  and  is  unserved,  REA  loan  funds  may 
be  used  to  serve  that  load  and  we  think  the  act  is  certainly  clear  to 
that  effect.  The  Comptroller  General  admits  that  the  language  of 
the  act  is  clear  and  we  feel  that  the  legislative  history  is  equally 
clear. 

Now  the  rejection  of  the  King  amendment,  which  provided  for 
precisely  the  limitation  sought  by  the  Comptroller  General;  after 
the  committee  had  amended  the  one  section,  and  on  the  floor  the 
other  section  had  been  amended  to  take  out  the  “area”  restriction 
and  make  it  a  “person”  restriction,  Senator  King  introduced  an 
amendment  which  would  have  made  it  clear  that  you  could  not  serve 
an  un served  area,  and  that  amendment  was  defeated.  So  that  legis¬ 
lative  history  never  referred  to  by  the  Comptroller  General  in  itself 
is  almost  determinative  of  this  situation  we  submit. 

And  the  refusal  of  Congress  over  the  years  to  restrict  the  lending 
powers  of  the  Administrator  despite  the  many  attacks  by  opponents 
of  the  program  was  likewise  ignored  by  the  Comptroller  General. 

Committee  after  committee  up  here  has  heard  protests  from  com¬ 
panies  who  wanted  to  keep  the  REA  out  of  a  certain  area  or  from 
serving  a  particular  type  of  load  and  no  action  ever  has  been  taken 
by  Congress. 

The  Comptroller  General  also  ignored  the  fact  that  he  was  attack¬ 
ing  an  administrative  interpretation  of  the  act  which  has  been  con¬ 
sistently  followed  for  more  than  22  years,  with  the  full  knowledge 
of  Congress;  that  every  Government  lawyer  who  had  had  any  legal 
responsibility  for  REA  work  had  so  interpreted  the  act;  that  pre¬ 
vious  Comptrollers  General  had  agreed  then  with  that  position. 

I  don’t  have  the  time  to  read  from  them  but  they  are  in  our  briefs, 
sir,  and  in  the  Department  briefs.  Those  opinions  of  the  Comptroller 
General  are  set  out  in  which  previous  Comptrollers  General  had 
taken  the  position  which  we  now  take. 

The  Department  of  Justice  had  taken  the  same  position  in  briefs 
filed  in  the  courts;  the  Department  of  Justice  adopted  the  very  same 
positions  we  are  adopting  here  completely  in  conflict  with  the  Comp¬ 
troller  General’s  opinion.  They  did  it  in  that  Kansas  City  case.  They 
did  it  also  in  this  very  case.  They  submitted  a  brief  in  the  district 
court.  While  the  district  court  case  was  decided  on  standing  to  sue 
only,  the  briefs  submitted,  the  case  presented  ran  the  gamut  of  this 
whole  situation,  and  there  are  affidavits  in  there  by  the  officer,  the 
managing  officer  of  Lehigh  Pipe  Co.  which  support  the  fact  I  have 
been  stating  here  today. 

That  was  ignored  completely  by  the  Comptroller  General,  the  fact 
that  the  Department  of  Justice  had  agreed  with  the  Department  of 
Agriculture.  And  that  the  U.S.  District  Court  for  the  District  of 
Columbia  has  approved  that  interpretation.  All  of  these  the  Comp¬ 
troller  General  ignored. 

In  the  Kansas  City  case  referred  to  previously,  when  it  got  up 
to  the  Court  of  Appeals,  it  was  decided  on  the  technical  grounds, 
standing  to  sue.  In  the  district  court  however  the  judge  went  into 
the  case  thoroughly  and  decided  the  case  on  the  merits.  The  very 
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same  arguments  made  by  the  Comptroller  General  and  by  Mr.  Whit¬ 
more  were  presented  there  by  the  power  company.  The  facts  of 
the  case  wrere  different  but  the  legal  arguments,  the  question  of  an 
“area”  limitation  as  contrasted  to  a  “person”  limitation  was  presented 
fully  by  both  sides  to  the  court  and  was  decided  in  our  favor,  in 
favor  of  the  position  we  are  taking  here  today. 

If  you  will  read  the  Comptroller  General’s  letters  carefully,  it  is 
striking  he  almost  lifts,  if  not  the  exact  language,  some  of  the  language 
and  the  ideas  out  of  the  brief  of  the  Kansas  City  case  tiled  by  the 
power  companies.  It  is  a  very  striking  fact. 

In  his  second  letter,  the  Comptroller  General  quotes  a  little  more 
extensively  from  the  legislative  history,  but  he  still  quotes  out  of 
context — he  still  misinterprets  legal  opinions — and  he — the  legal 
opinions  I  refer  to  are  opinions  prepared  by  the  Department  of 
Agriculture — and  he  still  ignores  most  of  what  proves  him  to  be 
wrong. 

In  the  few  cases  where  he  does  face  up  to  the  legislative  history 
that  proves  his  position  to  be  wrong,  he  does  not  answer  or  dispose 
of  that  history,  but  he  merely  concludes  that,  he  does  not  feel  it  meant 
what  it  said. 

I  submit,  if  you  will  read  those  letters,  that  is  precisely  what  hap¬ 
pened  there.  He  does  not  answer  our  arguments.  He  does  not 
answer  this  legislative  history  which  shows  clearly  what  Congress 
meant.  He  quotes  it  in  his  second  letter  and  then  says  “We  do  not 
feel  this  means  that  you  can  do  this,”  which  is  precisely  what  Congress 
said  you  could  do. 

I  could  go  on  and  on  to  document  the  errors  of  the  Comptroller 
General,  but  that  has  already  been  done  in  our  brief  and  analysis 
and  in  the  splendid  analyses  of  the  lawyers  in  the  Department  of 
Agriculture  who  perform  the  legal  services  for  REA. 

1  hope  you  will  read  those  briefs  and  analyses.  I  am  sure  that 
you  will  agree  that  these  rulings  of  the  Comptroller  General  are 
completely  in  error. 

Instead  of  dwelling  further  on  that  point,  therefore,  I  want  to 
emphasize  the  harm  that  those  rulings  would  do  if  applied. 

First  I  may  say,  and  I  say  this  very  conservatively,  in  my  opinion 
almost  no  REA’s  or  co-op  projects  which  are  today  in  existence  would 
have  ever  been  started  if  this  ruling  were  in  effect. 

I  know  from  my  own  personal  experience.  I  was  raised  on  a  farm 
that  did  not  have  electricity.  Just  a  little  over  a  quarter  of  a  mile 
away  was  a  line.  To  -get.  service  to  us  we  would  have  had  to  pay 
$900  for  which  we  would  have  received  nothing.  It  would  have  gone 
to  the  company.  We  would  have  had  a  minimum  bill  of  $12  per  month. 
We  might  or  might  not  have  been  able  to  pay  the  $12  per  month 
but  $900  in  those  days  to  a  farmer  was  simply  not  something  you  even 
considered.  The  only  people  who  had  electricity  were  city  people 
who  had  moved  onto  farms  not  for  the  sake  of  farming  but  to  have 
a  place  to  live  in  the  summertime.  No  farmer  could  afford  it,  and  that 
was  true  all  over  the  country. 

There  were  some  power  company  lines  in  virtually  all  rural  areas 
except  in  the  wild  and  woolly  places.  But  in  the  States  represented 
here  today,  I  mean  by  the  members  of  this  committee,  you  would 
find  almost  no  area  when  this  program  started  that  there  were  not 
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some  pow er  company  lines.  If  they  had  been  willing  to  serve  at  the 
proper  rate,  REA  would  not  have  been  necessary. 

That  opinion  would  have  stopped  the  development  of  REA.  If  you 
will  look  into  the  history  of  REA,  you  will  find  what  is  referred  to 
as  a  very  active  spite-line  activity.  In  almost  every  case  where  the 
co-op  did  start  after  the  farmers  had  attempted  for  a  long  time  to 
get  service,  the  power  companies  started  building  in  there,  and  lots 
of  i  hose  lines  are  still  in  there  today. 

The  spite  lines  were  completely  ignored  by  REA.  The  only  test 
which  REA  applied  was :  Did  that  particular  person  who  was  to  re- 
ceive  sei vice  have  central  station  service  now?  If  he  did  not,  he  got 
service.  If  lie  did,  he  did  not  get  service.  There  was  no  area  limitation 
ot  any  kind,  and  that  has  been  followed  straight  down  the  line. 

Today  the  situation  is  even  worse  because  they  have  moved  in _ 

by  they,  I  mean  the  power  companies — into  so  many  cooperative  areas 
where  a  good  load  has  developed  that  they  have  a  line  running  through 
almost  all  cooperative  areas.  Row  if  you  apply  the  test  even  as 
limited  by  the  second  letter  of  the  Comptroller  General,  there  would 
be  very  few  people  who  could  be  served  by  the  cooperatives  because 
the  companies  are  there. 

Whenever  there  is  a  controversy  they  say  “Sure  we  will  serve.” 
I  ha\  e  1  ecently  myself  worked  on  two  cases  for  "Wisconsin  cooperatives 
who  are  m  an  area  completely  developed  by  the  REA  but  with  some 
Wisconsin  Power  Co.  lines  going  through  there.  Row  o-0od  loads 
are  developing.  One  is  a  RIKE  load.  The  other  is  a  radar  load 
I  he  companies  want  them  and  they  are  shooting  right  in  there  In 
one  case,  their  line  was  only  three-quarters  of  a  mile  away,  another 
it  was  closer  than  that. 

What  is  meant  by  the  Comptroller  General’s  letter  when  he  uses 
those  various  terms  “alongside”,  or  “with  an  extension”,  we  just  don’t 
know.  They  are  not  terms  recognized  in  the  industry. 

Their  meaning  would  depend  upon  any  particular  individual  who 
licici  th.0  job  to  interpret  them.  J3ut  we  wimt  to  emphasize  to  you  tlicit 
if  you  don’t  upset  this  opinion,  if  this  opinion  stands,  there  are  very 
few  good  loads  m  my  opinion,  and  I  say  this  very  sincerely  and  after 
having  given  it  a  lot  of  thought,  from  today  on  the  co-ops  are  o-0ino- 
to  get  almost  none  of  the  good  loads.  Row  why  is  that  so  important? 

It  is  important  to  the  Government  for  two  reasons.  One,  we  want 
to  see  that  area  developed  properly.  Two,  the  costs  are  goino-  up 
constantly  of  these  cooperatives,  one  of  the  biggest  costs  beino-  whole¬ 
sale  power.  Power  companies  are  raising  their  rates  all  over  the 
country  for  wholesale  power. 

.  Unless  the  cooperative  can  serve  some  of  the  good  loads  that  come 
m  there,  they  are  not  going  to  be  able  to  repay  their  loan. 

Row  that  is  not  true  in  your  very  rich  co-ops,  but  in  hundreds  of 
them  throughout  the  country  that  is  true.  This  is  also  true  because 
m  many  areas  for  one  reason  or  the  other  the  farmer  is  movino-  otf 
the  farm  and  simply  abandoning  it.  The  number  of  services  vdiich 
cooperatives  have  built  and  at  one  time  served  and  that  are  now 
standing  idlq  has  grown  into  some  astronomical  number. 

Do  you  know  how  many  it  is  ? 

Mr.  Ellis.  About  a  third  of  a  million. 
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Mr.  Wise.  On  about,  a  third  of  a  million  farms  where  the  cooperative 
built  the  service,  things  got  so  bad  for  the  farmer  he  simply  threw 
up  his  hands  and  moved  oil.  Unless  these  cooperatives  can  serve  some 
of  the  cream  which  moves  in  there  such  as  this  Lehigh  Co.  plant, 
cotton  gins,  garages,  little  food  processing  plants — there  are  a  lot  of 
them  spreading  throughout  the  country,  Senator — the  Government 
is  not  going  to  get  its  money  paid  back  from  a  large  number  of  co¬ 
operatives,  and  it  is  certainly  not  fair  to  those  people  who  only  de¬ 
veloped  the  cooperative  because  they  could  not  get  service  otherwise, 
to  let  somebody  else  come  in  and  take  it  away  as  we  submit  they  would 
do  under  this  opinion. 

The  Comptroller  General’s  opinions  would  stop  all  loans  for  genera¬ 
tion  and  transmission;  they  would  require  a  tremendous  amount  of 
administrative  work  by  REA  to  determine  the  exact  location  of  all 
unserved  persons,  to  be  served  by  a  loan,  with  relation  to  power 
company  lines — and  then  they  would  requre  the  Comptroller  General’s 
approval  of  every  such  loan,  because  the  criteria  he  has  established  are 
so  vague  they  are  incapable  of  direct  application ;  they  would  prevent 
loans  to  serve  unserved  persons  right  in  the  heart  of  a  cooperative’s 
territory  because  a  power  company  transmission  line  was  nearby ;  they 
would  prevent  loans  to  serve  such  persons  even  though  the  coopera¬ 
tive’s  lines  were  there  first,  or  the  company’s  lines  are  inadequate. 

These  are  but  some  of  the  ways  in  which  the  Comptroller  General’s 
rulings,  if  applied,  would  harm  the  rural  electrification  program. 
There  are  many  more  set  forth  in  the  briefs  and  analyses  filed  with  you. 
These  damaging  effects  could  easily  mean  the  financial  ruin  of  the 
cooperatives  and  the  loss  of  the  Government’s  investment  in  them. 

The  Comptroller  General  has  not  admitted  that  he  was  wrong. 
He  merely  states  that  he  will  report  the  matter  to  Congress  and  will 
take  no  action  to  recover  the  money  lent  by  REA  on  loans  of  the  type 
in  question  unless  Congress  tells  him  to  do  so. 

Thus,  he  still  adheres  to  his  position,  and  the  threat  still  exists  that 
he  will  take  these  destructive  steps  against  REA  borrowers  whenever 
he  thinks  that  Congress  intends  he  should  do  so. 

This  is  very  interesting  about  these  three  letters.  The  first  one  went 
all  out.  REA  had  to  get  this  money  back — the  $120,000.  “Take  im¬ 
mediate  steps,”  I  believe  were  his  words.  In  the  second  one  he  said 
“Well,  in  view  of  what  you  say  on  this”  and  also,  I  might  add  “in  view 
of  some  developments”  which  had  taken  place  on  the  Hill,  some 
speeches  by  Senator  Aiken  and  a  number  of  other  people  up  here,  “We 
wop’t  make  you  get  the  money  back  but  don’t  do  it  again.” 

lie  didn’t  say  “Don’t  do  it  again,”  but  that  is  in  there  just  as  clear 
as  if  he  had  said  it.  Then  when  some  real  protests  started  to  be  uttered 
up  here  on  the  Hill,  along  came  the  third  letter,  and  in  that  he  said 
“You  don’t  have  to  get  that  money  back.  We  won’t  take  action  in 
connection  with  future  loans.  We  will  merely  report  it  to  Congress 
and  won’t  do  anything  unless  they  tell  us  to.” 

But  in  each  of  the  letters  he  maintains  still  that  he  was  right  in  his 
legal  opinion,  as  Mr.  Keller  very  forthrightly  did  here  again  this 
morning.  Now  let’s  see  what  that  will  do  to  us. 

Even  though  not  applied,  the  mere  existence  of  these  rulings,  without 
a  clear  statement  of  the  Congress  disapproving  them,  will  do  great  and 
incalculable  harm. 
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They  will  serve  as  a  source  of  widespread  propaganda  attacks 
against  the  rural  electrification  program;  they  will  be  used  against 
the  rural  electric  cooperatives  in  commission  and  court  cases — remem¬ 
ber  an  opinion  by  the  Comptroller  General  is  extremely  persuasive  in 
either  court  or  commission  cases.  They  mave  have  the  efi'ect  of  caus¬ 
ing  the  Administrator  of  REA  not  to  make  loans  which  he  otherwise 
would — and  should — make. 

That  these  are  not  idle  fears  is  proved  by  the  fact  that  the  opinions 
have  already  been  used  against  a  cooperative  in  a  commission  pro¬ 
ceeding. 

In  R  ew  J ersey,  the  question  before  the  commission  was  whether  to 
approve  the  sale  of  Tri-County  Rural  Electric  Cooperative  to  Jersey 
Central  Power  &  Light  Co. 

An  important  issue  was  the  ability  of  the  cooperative  to  serve  new 
consumers  coming  into  its  area.  Proponents  of  the  sale  argued  that, 
in  view  of  the  Comptroller  General’s  opinion,  REA  loan  funds  might 
not  be  available  to  serve  such  new  consumers,  and  therefore  the  public 
interest  would  best  be  served  by  having  the  power  company  take  over. 

REA  borrowers  are  very  worried  about  the  adverse  effect  of  these 
rulings.  In  the  fall  of  1958,  at  the  10  regional  meetings  of  the  mem¬ 
bers  of  NRECA,  all  10  regions  adopted  resolutions  on  the  subject. 

I  have  attached  to  my  statement  a  copy  of  a  resolution  adopted  in 
identical  or  similar  from  by  9  of  the  10  regions — the  remaining  region 
adopted  a  brief  but  forceful  resolution  to  the  same  effect. 

I  have  also  attached  to  my  statement  a  copy  of  the  resolution  unani¬ 
mously  adopted  by  the  delegates  to  the  annual  meeting  of  NRECA, 
held  in  Washington  this  past  month. 

It  is  of  the  utmost  importance  that  Senate  Resolution  21  be  passed — 
so  that  the  Comptroller  General,  the  Administrator  of  REA,  the 
REA  borrowers,  and  the  country  at  large  may  know  that  Congress 
intends  the  Rural  Electrification  Act  to  be  administered  as  it  was 
written  and  as  it  has  been  administered  these  past  22  years. 

Mr.  Chairman,  I  want  to  express  my  thanks  and  appreciation  to 
you  and  to  the  members  of  the  committee  for  permitting  me  to  testify. 

I  apologize  for  being  so  long  and  for  the  digressions,  but  the  matters 
which  had  come  up  yesterday  and  this  morning  I  thought  required 
that. 

Thank  you  very  much,  sir. 

(The  resolutions  referred  to  above  are  as  follows :) 

Resolution  Adopted  by  the  Regions  (Fall  1958) 

Whereas  a  ruling  by  the  Comptroller  General  of  the  United  States  on  a  loan 
made  by  REA  to  a  GT  cooperative  in  Iowa  imperils  the  entire  lending  program 
•f  REA ;  and 

Whereas  by  this  ruling  the  Comptroller  General  has  usurped  and  attempted  to 
»ullify  the  declared  will  and  intent  of  Congress  ;  and 

Whereas  under  this  ruling  loans  amounting  to  millions  of  dollars  made  by 
REA  in  conformity  with  the  Rural  Electrification  Act  would  be  illegal ;  and 

Whereas  this  ruling  is  a  complete  misinterpretation  of  the  REA  Act:  Now 
therefore,  be  it 

Resolved,  That  we  approve  and  commend  the  counsel  for  the  Iowa  coopera¬ 
tive,  William  Wisdom  and  L.  F.  Wilcox,  the  special  counsel  for  NRECA,  Wise 
and  Potamkin ;  the  Assistant  General  Counsel  of  the  Department  of  Agriculture, 
E.  F.  Mynatt,  for  their  fine  briefs  pointing  out  the  defects  of  this  ruling ;  and 
be  it  further 
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Resolved,  That  the  cooperative  respectfully  request  the  Comptroller  Geueral 
to  rescind  this  ruling ;  and  be  it  further 

Resolved,  That  if  the  Comproller  General  does  no  rescind  this  ruling,  the 
Congress  be  requested  to  nullify  the  ruling. 

Resolution  Adopted  at  NRECA  Annual  Meeting  February  12,  1959 

Whereas  the  Comptroller  General  has  raised  questions  about  the  intent  of 
Congress  in  enacting  the  Rural  Electrification  Act  of  1936 ;  and 

Whereas  Senator  Aiken  has  introduced  Senate  Resolution  21  reaffirming  the 
intent  of  the  Congress  with  respect  to  the  REA  Administrator’s  loan-making 
authority ;  and 

Whereas  the  following  Senators  also  joined  with  him  in  sponsoring  the  Senate 
Resolution  21 :  Senators  Kuchel,  Humphrey,  Sparkman,  Kennedy,  Young  of 
North  Dakota,  Cooper,  Mansfield,  Hill,  Hennings,  Curtis,  Murray,  Langer,  and 
Clark  :  Now,  therefore,  be  it 

Resolved,  That  Senator  Aiken  and  his  colleagues  be  commended  for  their 
support  of  the  REA  program  and  urge  the  Senate  to  take  favorable  action  on 
this  resolution. 

Senator  Holland.  All  right,  gentlemen. 

Senator  Talmadge? 

Senator  Talmadge.  No  questions. 

Senator  Holland.  Senator  Schoeppel  ? 

Senator  Sciioeppel.  No  questions. 

Senator  Holland.  Senator  Ellender? 

Senator  Ellender.  No  questions. 

(Discussion  off  the  record.) 

Senator  Holland.  Mr.  Ellis,  do  you  want  to  testify  ? 

STATEMENT  0E  CLYDE  T.  ELLIS,  GENERAL  MANAGER,  NATIONAL 
RURAL  ELECTRIC  COOPERATIVE  ASSOCIATION 

Mr.  Ellis.  Very  briefly.  First,  I  would  like  to  submit  the  state¬ 
ment,  which  I  have  prepared  for  the  record  including  the  resolutions 
of  our  people  ;  except,  that  I  believe  Mr.  Wise  and  I  have  some  dupli¬ 
cation  and  we  would  check  with  the  committee  clerk  the  eliminate 
those  from  mine  that  are  in  his,  with  your  permission. 

I  would  like,  in  the  interests  of  time,  to  say  nothing  further  about 
Senate  Resolution  21.  You  asked  Mr.  Wise  if  he  prepared  it.  He 
said  “No.”  We  of  NRECA  did  not  either,  although  there  was  great 
apprehension  about  what  to  do  with  it,  and  we  were  pleased  to  see 
some  senatorial  effort  to  resist  it. 

Mr.  Chairman,  I  did  want  to  say  that  we  very  strongly  urge  your 
approval  of  Senate  Resolution  21. 

(The  prepared  statement  of  Mr.  Ellis  is  as  follows:) 

My  name  is  Clyde  T.  Ellis.  I  am  general  manager  of  the  National  Rural 
Electric  Cooperative  Association  of  which  more  than  90  percent  of  the  rural 
electric  systems  financed  by  REA  are  members.  Our  member  systems  serve 
approximately  4  million  farms  and  other  rural  establishments  in  46  States. 

We  appreciate  the  opportunity  to  be  heard  at  the  hearing  on  the  matters  be¬ 
fore  you  which  we  consider  of  great  importance  to  the  rural  electrification 
program.  I  would  like  to  express  our  strong  support  of  Senate  Resolution  21 
which  deals  with  the  Comptroller  General’s  ruling  on  REA’s  loan-making 
authority.  Also  I  would  like  to  express  our  apprehension  over  Senate  bill  75 
which  states  that  it  is  designed  to  divorce  REA  from  the  Department  of  Agri¬ 
culture  and  establish  it  as  a  separate  and  independent  agency,  but  which  would 
also  do  some  other  things. 
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SENATE  RESOLUTION  21 

I  will  turn  first  to  Senate  Resolution  21.  I  wish  to  make  a  short  statement. 
In  addition,  you  have  heard  our  special  counsel,  William  C.  Wise,  for  many 
years  a  high  official  of  the  Rural  Electrification  Administration  and  presently 
an  attorney  practicing  here  in  Washington.  He  served  as  our  special  counsel 
in  analyzing  and  opposing  the  Comptroller  General’s  ruling  last  summer  and  fall. 

Less  than  a  month  ago  our  association  held  its  annual  meeting  in  Washington. 
More  than  7,000  managers,  directors  and  members  of  our  rural  systems  attended. 
While  they  were  here,  the  voting  delegates  unanimously  approved  a  resolution 
urging  strong  support  for  the  Aiken  resolution  dealing  with  the  Comptroller 
General’s  ruling. 

Mr.  Wise,  I  believe,  has  submitted  this  resolution  for  the  record. 

It  will  be  recalled  that  the  Comptroller  General  issued  his  first  ruling,  at 
issue  here,  in  a  letter  on  July  21,  1958.  At  that  time  he  ordered  an  unprece¬ 
dented  restriction  on  the  Rural  Electrification  Administrator’s  loan-making 
authority.  The  ruling  completely  reversed  congressional  intent  as  set  forth  in 
the  1936  law  and  ignored  23  years  of  subsequent  administrative  policy  and  con¬ 
gressional  support.  The  ruling  would  have  killed  the  REA  loan  program  and 
would  have  jeopardized  hundreds  of  loans  outstanding. 

Protests  were  immediately  registered  by  the  U.S.  Department  of  Agriculture, 
Members  of  Congress,  rural  electric  cooperatives  and  the  National  Rural  Electric 
Cooperative  Association.  Briefs  were  filed  by  the  U.S.  Department  of  Agri¬ 
culture  General  Counsel,  by  the  Iowa  co-ops  concerned  with  the  specific  case  and 
by  NRECA. 

As  a  result  of  these  protests,  the  Comptroller  General  issued  a  new  letter  to 
the  Secretary  on  October  15,  1958,  amplifying  his  previous  ruling.  In  his  new 
version,  the  Comptroller  narrowed  the  extent  of  the  limitation  he  would  place 
upon  the  REA  Administrator,  but  he  did  not  change  his  basic  position. 

It  is  ominously  clear  that  unless  this  ruling  is  withdrawn,  or  changed,  or 
ignored — and  I  do  not  think  it  can  be  ignored — the  REA  program  will  be  per¬ 
manently  damaged.  At  this  point  apparently  only  Congress  can  avert  the 
effects  of  the  Comptroller’s  disruptive  and  destructive  ruling. 

That  is  why  we  consider  it  most  urgent  that  you  approve  Senate  Resolution  21 
and  that  the  Senate  pass  it  as  speedily  as  possible. 

(Whereupon,  at  12 : 30  p.m.,  the  subcommittee  proceeded  to  take 
up  other  matters.) 

(Additional  statements  filed  for  the  record  are  as  follows:) 

Brief  Filed  by  the  Central  Iowa  Power  Cooperative 

September  3,  1958. 

Re :  Comptroller  General’s  letter, 

Dated  July  21.  1958, 

File  No.  B-134138. 

Hon.  Joseph  Campbell, 

Comptroller  General  of  the  United  States, 

General  Accounting  Office, 

Washington,  D.C. 

Dear  Sir:  The  undersigned  are  attorneys  for  the  Central  Iowa  Power  Co¬ 
operative  (hereinafter  referred  to  as  “CIPCO”),  Cedar  Rapids,  Iowa.  One  of 
its  members  is  the  Greene  County  Rural  Electric  Cooperative,  Jefferson,  Iowa 
(hereinafter  referred  to  as  “  Greene”) . 

In  September  1955,  the  Administrator  of  the  Rural  Electrification  Admin¬ 
istration  approved  a  loan  of  some  811,173,090  for  the  construction  of  certain  elec¬ 
trical  generating  and  transmission  facilities  to  serve  its  eight  distribution  co¬ 
operative  members  representing  some  30,000  rural  consumers.  Included  in 
this  loan  was  approximately  $120,000  for  the  construction  of  a  transmission  line 
to  serve  a  load  center  of  Greene  near  Lehigh,  Iowa. 

The  load  center  to  be  served  near  Lehigh  consisted  of  approximately  140 
farm  members  immediately,  provide  two-way  feed  for  approximately  110  addi¬ 
tional  farm  members,  and  serve  a  new  load  from  the  Lehigh  Sewer  Pipe  &  Tile 
Co.  (hereinafter  referred  to  as  “Lehigh”).  It  should  be  particularly  noted  that 
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the  Lehigh  substation  serves  more  than  300  members  of  Greene,  in  addition  to- 
the  Lehigh  Sewer  Pipe  &  Tile  Co. 

On  or  about  May  31,  1956,  CIPCO  applied  to  the  Iowa  State  Commerce  Com¬ 
mission  for  a  franchise  to  construct  the  appropriate  transmission  line  to  the 
new  load  center,  and  on  July  10,  1956,  hearing  was  held  before  the  Commis¬ 
sion  on  that  application.  Iowa-Illinois  Gas  &  Electric  Co.  (hereinafter  re¬ 
ferred  to  as  “Iowa-Illinois”),  appeared  at  that  hearing,  by  W.  B.  Waterman 
and  E.  J.  Hartman,  attorneys,  and  L.  W.  Laughlin,  an  engineer,  and  vigorously 
contested  the  granting  of  the  franchise,  contending  that  the  Commission  should 
investigate  whether  or  not  CIPCO  was  a  proper  borrower  from  BEA,  and  con¬ 
tending  that  the  line  would  be  in  competition  with  Iowa-Illinois. 

The  Commission  overruled  the  objections  of  Iowa-Illinois,  and  granted  the 
franchise  on  August  28, 1956. 

On  September  10,  1956,  Iowa-Illinois  filed  its  petition  for  writ  of  certiorari 
in  the  District  Court  of  the  State  of  Iowa  in  and  for  Polk  County,  contending 
that  the  Iowa  State  Commerce  Commission  had  acted  illegally  and  exceeded  its 
powers  and  jurisdiction,  among  other  things,  in  issuing  the  franchise  to  CIPCO. 
The  matter  was  fuly  argued  and  presented  to  the  court,  and  on  April  15,  1957, 
the  court  filed  his  findings  of  fact  and  conclusions  of  law,  including  the  fol¬ 
lowing  : 

“1.  Iowa-Illinois  Gas  &  Electric  Co.  has  not  established  any  right  or  interest 
sufficient  to  tile  objections  before  the  Iowa  State  Commerce  Commission,  or  to 
prosecute  this  action  before  this  court,” 

On  May  18,  1957,  Iowa-Illinois  filed  its  notice  of  appeal  to  the  Supreme  Court 
of  Iowa,  and  on  August  13,  1957,  filed  its  dismissal  of  appeal,  without  filing 
a  record  or  other  document. 

Among  the  stipulated  facts  in  the  above  referred  to  case  were  the  following : 

1.  Iowa-Illinois  owned  certain  transmission  lines  in  Webster  County,  Iowa, 
and  served  the  plant  of  Lehigh  Sewer  Pipe  &  Tile  Co.,  with  25-cycle  electrical 
service. 

2.  Iowa-Illinois  acquired  these  transmission  lines  from  Fort  Dodge,  Des 
Moines  &  Southern  Railway  Co.  on  March  15, 1956. 

3.  If  the  Secretary  of  the  Commerce  Commission  were  called  as  a  witness, 
he  would  testify  that  he  had  examined  the  records  of  the  Commission  and  found 
no  franchises  for  electric  transmission  lines  in  Webster  County  to  the  town  of 
Lehigh  or  the  vicinity  thereof,  issued  to  Iowa-Illinois  or  Fort  Dodge,  Des  Moines 
&  Southern  Railway  Co. 

At  the  same  time  this  matter  was  before  the  Iowa  court  on  certiorari  to  the 
Iowa  State  Commerce  Commission,  Iowa-Illinois  was  the  plaintiff  in  an  action 
against  the  Secretary  of  Agriculture  and  Administrator  of  the  Rural  Electri¬ 
fication  Administration  in  the  Federal  courts  in  Washington,  D.C.,  seeking  to 
require  the  cancellation  of  that  portion  of  the  loan  applicable  to  the  construc¬ 
tion  of  the  transmission  line  to  the  load  center  in  the  vicinity  of  the  town  of 
Lehigh.  The  Federal  District  Court  held  Iowa-Illinois  had  no  standing  to  sue ; 
the  Circuit  Court  concurred  ;  and  the  Supreme  Court  of  the  United  States  denied 
certiorari. 

On  October  10,  1957,  Iowa-Illinois  addressed  a  letter  to  the  Comptroller  Gen¬ 
eral,  over  the  signature  of  Charles  H.  Whitmore,  president,  and  concurred 
in  by  its  Washington  attorneys,  E.  Fontaine  Broun  and  Henry  T.  Rathbun, 
seeking  the  intervention  of  the  office  of  the  Comptroller  General  to  accomplish 
what  it  had  not  been  able  to  accomplish  before  the  Administrator  of  the  Rural 
Electrification  Administration,  the  Iowa  State  Commerce  Commission,  the  Dis¬ 
trict  Court  of  Iowa,  the  Federal  District  Court  in  Washington,  the  Federal  Cir¬ 
cuit  Court,  and  the  U.S.  Supreme  Court  in  Washington. 

Iowa-Illinois  filed  further  letters  with  the  Comptroller  on  March  3,  1958,  and 
March  26, 1958. 

It  might  be  here  pointed  out  that  although  the  Comptroller  General  con¬ 
tacted  the  Rural  Electrification  Administration  in  this  matter,  and  although 
the  complaint  was  filed  by  the  Iowa-Illinois  Gas  &  Electric  Co.,  he  made  no 
contact  with  Central  Iowa  Power  Cooperative  or  the  Greene  County  Rural  Elec¬ 
tric  Cooperative  prior  to  the  issuance  of  his  decision  dated  July  21,  1958. 

Does  the  Rural  Electrification  Act  refer  to  service  to  “persons”  or  “area”  not 
receiving  central  station  service? 

Your  decision  states  as  follows : 

“It  is  clear  from  the  above-quoted  statements  that  the  purpose  of  the  central 
station  service  limitation  was  to  exclude  loans  for  the  paralleling  of  existing 
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systems  or  creating  competition  with  existing  facilities  by  prohibiting  the  use  of 
loan  funds  for  construction  of  transmission  lines  and  substations  to  furnish 
power  to  an  area  already  served  by  private  power  companies  when  such  com¬ 
panies  are  willing  to  provide  adequate  central  station  service  to  persons  within 
the  area  who  are  not  tied  to  the  powerline.” 

We  defer  to  the  very  excellent  brief  tiled  by  Wise  &  Potamkin  on  behalf  ot 
the  National  Rural  Electric  Cooperative  Association  on  the  congressional  de¬ 
bates  and  case  law  to  the  point  that  Congress  specifically  and  without  possible 
other  interpretation,  referred  to  a  “person,”  and  not  to  service  to  an  “area”  as 
concluded  in  your  decision. 

We  would  concur  in  the  proposition  that  had  your  decision  been  the  interpre¬ 
tation  of  the  Administrators  of  the  Rural  Electrification  Administration  since  its 
establishment,  there  would  never  have  been  a  loan  made  under  the  Rural  Elec¬ 
trification  Act. 

We  attach  hereto  a  photocopy  of  a  contract  between  Iowa  Public  Service 
Co.  and  Charles  W.  Shipton,  Allison,  Iowa,  dated  October  7,  1943,  and  state¬ 
ment  dated  February  4,  1944,  showing  $781.50  paid  February  2,  1944.  It  will  be 
noted  that  under  this  contract,  Iowa  Public  Service  constructed  4,426  feet  of 
transmission  line  and  furnished  a  3-kva  transformer  and  a  watthour  meter, 
to  furnish  electric  service  to  the  farm  of  Mr.  Shipton.  Mr.  Shipton  paid  for 
the  line,  but  never  owned  it,  and  paid  the  standard  rate  for  all  the  electricity 
he  used.  We  contend  that  practically  every  farmer  in  America  could  have  had 
electric  service  by  paying  this  same  tribute  to  the  power  companies  for  the  con¬ 
struction  of  the  line,  and  then  paid  the  standard  power  rates  for  the  electricity 
used.  Under  the  above  interpretation  of  the  Rural  Electrification  Act,  some 
power  company  was  willing  to  furnish  power  to  a  person  in  an  area  being  served 
by  it,  even  though  the  person  would  be  required  to  pay  for  both  the  cost  of  pro¬ 
viding  him  with  the  service,  and  the  standard  rate  for  the  electricity  used. 

This  is  the  same  “offer  of  service”  made  to  Lehigh  by  Fort  Dodge,  Des 
Moines  &  Southern  Railway. 

Your  paragraph  above  refers  to  “paralleling  of  existing  systems,”  and  “creat¬ 
ing  competition  with  existing  facilities.” 

We  would  point  out  that  the  material  filed  with  you  by  Iowa-Illinois  includes 
a  copy  of  the  proposal  of  May  19,  1955,  of  Fort  Dodge,  Des  Moines  &  Southern 
Railway.  It  should  be  carefully  noted  that  that  proposal  includes  the  construc¬ 
tion  of  some  14  miles  of  transmission  line  and  related  equipment  at  an  estimated 
cost  of  $97,400.  We  believe  this  estimate  is  ultra-conservative,  and  that  the 
actual  construction  cost  would  have  far  exceeded  this  estimate.  This  possi¬ 
bility  is  also  recognized  by  Fort  Dodge,  Des  Moines  &  Southern  Railway,  since 
Lehigh  would  have  been  required  to  pay  15  percent  of  actual  construction  cost, 
and  of  the  estimated  cost.  The  actual  construction  cost  of  Cipco  to  serve  a 
load  center  serving  more  than  300  farm  consumers  as  well  as  the  Lehigh  require¬ 
ments  was  some  $105,000. 

It  is,  therefore,  evident  that  there  were  no  “existing  systems”  to  be  paralleled. 
Any  supplier  would  have  to  build  substantial  construction  to  serve  the  load  of 
Lehigh.  And  in  the  case  of  Cipco,  it  served  the  needs  of  some  300  other 
consumers  as  well. 

Was  the  Lehigh  Sewer  Pipe  &  Title  Co.  a  “person”  in  a  “rural  area”  receiv¬ 
ing  “central  station  service”  at  the  time  of  its  contract  with  Greene  County 
Rural  Electric  Cooperative? 

We  shall  devote  our  statement  to  the  facts  showing  that  the  only  electrical 
service  being  received  by  the  Lehigh  was  25-cycle  service  at  an  old  plant, 
and  modern  60-cycle  central  station  service  at  another  building  on  the  same 
plot  of  ground,  and  that  the  facility  to  be  served  was  a  totally  new  plant  not  yet 
being  served  by  any  electrical  supplier. 

For  many  years,  Lehigh  had  operated  a  clay  tile  and  pipe  kiln  in  the  vicinity 
of  the  town  of  Lehigh.  Electrical  service  was  from  the  Fort  Dodge,  Des  Moines 
&  Southern  Railway  Co.,  at  25  cycles. 

The  Fort  Dodge,  Des  Moines  &  Southern  Railway  Co.  operated  an  electric 
interurban  train  between  Des  Moines  and  Fort  Dodge  for  many  years.  For 
the  purposes  of  operating  this  electric  interurban  it  owned  and  maintained  an 
electric  generating  plant  producing  electricity  at  25  cycles.  As  a  byproduct  of 
this  operation,  it  sold  25-cycle  electricity  to  consumers  along  its  railroad  lines. 
Lehigh  was  one  of  such  users,  being  located  along  the  right-of-way  of  the  inter- 
urban  railroad. 
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In  an  improvement  program,  the  railroad  converted  its  motivation  power  to 
diesel,  and  while  it  converted  most  of  its  electric  service  to  60  cycle,  the  generat¬ 
ing  plant  and  service  to  the  old  Lehigh  plant  continued  at  25  cycle. 

It  should  be  emphasized  that  the  service  available  other  than  from  the  Greene 
County  Cooperative  was  the  Fort  Dodge,  Des  Moines  &  Southern  Railway,  and 
not  Iowa-Ulinois  at  the  time  the  contract  with  Greene  was  negotiated.  Any 
supplier  would  have  had  to  have  a  contract  to  make  the  investment  required 
before  it  could  undertake  the  construction.  Since  Iowa-Ulinois  did  not  acquire 
the  Fort  Dodge,  Des  Moines  &  Southern  property  until  March  15,  1956,  Iowa- 
Ulinois  at  no  time  offered  service  to  Lehigh  until  after  its  contract  with 
Greene. 

Iowa-Ulinois  is  a  poor  authority  for  a  contention  that  Fort  Dodge,  Des 
Moines  &  Southern  could  furnish  reliable  electric  service  to  the  point  that  it 
could  be  considered  central  station  service.  One  of  the  factors  taken  into 
consideration  by  Fort  Dodge,  Des  Moines  &  Southern  in  determining  to  sell 
its  electric  properties  was  the  fact  that  Iowa-Ulinois  had  “acquired”  a  number  of 
its  customers  in  the  Fort  Dodge  area.  It  was  urged  that  Fort  Dodge,  Des 
Moines  &  Southern  could  not  furnish  a  reliable  source  of  electric  power  as 
needed  for  such  commercial  establishments,  because  of  its  antiquated  generating 
plant  and  inadequate  transmission  system.  Now,  after  acquiring  more  than  half 
of  the  Fort  Dodge,  Des  Moines  &  Southern  electric  sales,  it  contends  to  the 
Comptroller  that  Fort  Dodge,  Des  Moines  &  Southern  was  completely  “ready, 
willing  and  able”  to  furnish  modern,  60-cycle  electric  service  to  a  new  industrial 
plant. 

Further  evidence  of  the  inadequacy  of  the  Fraser  generating  plant  of  Fort 
Dodge,  Des  Moines  &  Southern  is  the  fact  that  in  purchasing  the  electric  proper¬ 
ties  of  the  railway,  Iowa-Ulinois  permitted  the  Fraser  plant  to  be  returned  to 
the  railway  for  junking.  Its  reliability  was  so  questionable  that  Iowa-Ulinois 
did  not  even  want  to  include  it  in  its  system. 

Furthermore,  in  May  of  1957,  Iowa-Ulinois  served  notice  of  cancellation  of 
contract  on  Lehigh  for  even  the  25-cycle  service,  thus  terminating  all  existing 
electric  service  to  even  the  old  plant. 


In  the  Iowa  district  court  case,  Iowa-Ulinois  stipulated  that  if  the  secretary 
of  the  Iowa  State  Commerce  Commission  were  called  as  a  witness,  he  would 
testify  that  lie  had  examined  the  files  of  the  Iowa  State  Commerce  Commission, 
and  that  neither  Iowa-Ulinois  nor  Fort  Dodge,  Des  Moines  &  Southern  held  any 
legal  franchises  for  the  operation  of  any  electric  transmission  lines  in  the  vicinity 
of  the  town  of  Lehigh.  Therefore,  even  the  25-cycle  service  being  made  available 
to  the  Lehigh  plant  was  without  legal  authority. 

At  this  same  time,  the  Greene  County  Rural  Electric  Cooperative  was  and  had 
been  for  some  3  years,  serving  the  residence  of  the  foreman  of  the  tile  kiln  under 
a  service  contract  with  the  Lehigh  Sewer  Pipe  &  Tile  Co.,  on  the  same  tract  as 
was  located  the  old  plant,  and  was  later  constructed  the  new  plant.  The  only 
supplier  of  60-cycle  service  in  the  area  other  than  Greene  was  the  town  of  Lehigh, 
which  stated  in  writing  that  it  could  not  supply  the  requirements  of  Lehigh, 
and  releasing  any  rights  it  might  have  to  Greene. 

It  is  therefore  obvious  that  the  only  central  station  service  being  received  by 
Lehigh  wTas  from  the  Greene  County  Rural  Electric  Cooperative. 

We  believe  the  1950  official  census  should  be  adequate  to  establish  the  popu- 
lation  of  the  town  of  Lehigh  as  881,  and  thus  clearly  within  the  definition  of 
Rural  area  as  contained  in  the  Rural  Electrification  Act.  Although  the  plant 
area  m  located  within  the  town  of  Lehigh,  it  is  at  the  immediate  edge,  and  is 
reached  by  the  lines  of  the  Greene  County  Rural  Electric  Cooperative  without 
crossing  any  streets  or  alleys  and,  therefore,  no  franchise  from  the  town  is 
necessary. 

If  it  is  to  be  contended  that  the  word  “person”  is  not  sufficiently  broad  to  iu- 

ul6  imy  llSer  <>f  electneity’  the  wh°lo  purpose  of  the  Rural  Electrification  Act 
wm- ,e<™Se  ar-f  c?yerage  is  one  of  the  primary  requirements  of  the  Admiuis- 

iSntialTuff,f^lleable1nty  °v  elect?'lc,ty  to  everyone  in  the  service  area  is  so  clearly 
o.  >  cntial,  that  no  further  discussion  would  seem  necessary. 

Was  the  new  plant  of  Lehigh  Sewer  Pipe  &  Tile  Co.'  a  separate  installation 
such  as  to  constitute  a  “person  not  receiving  central  station  service”  ? 

It  is  contended  that  the  new  plant  constructed  by  Lehigh  Sewer  Pine  &  Tile 
Co.  was  merely  an  extension  or  addition  to  the  old  plant,  and  that  therefore  it 

"miSS-c^e11  Sei'ViCe  fl'°m  F°rt  Dod*e’  Des  Moines  &  Southern. 
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Such  au  argument  is  obviously  incorrect.  The  affidavit  of  Mr.  Bryant,  the  vice 
president  and  general  manager  of  Lehigh,  states  that  the  company  considered 
several  other  sites  for  the  establishment  of  the  proposed  new  plant.  The  old 
plant  was  appraised  at  $259,790  more  than  30  years  ago;  the  investment  in  the 
new  plant  was  $1,379,819.  Mr.  Bryant  states  that  there  was  no  interchange  of 
work  or  product  between  the  two  plants,  even  though  only  about  00  feet  apart. 

Had  Lehigh  been  required  to  depend  upon  Fort  Dodge,  Des  Moines  &  Southern 
for  electric  service,  it  would  not  have  located  its  new  plant  at  Lehigh.  The 
abandonment  of  the  Fraser  plant  by  Iowa-Illinois  in  its  purchase  of  the  electric 
facilities  of  Fort  Dodge,  Des  Moines  &  Southern  supports  this  conclusion  by 
Lehigh.  The  acquiring  of  other  industrial  customers  of  Fort  Dodge,  Des  Moines 
&  Southern  by  Iowa-Illinois,  in  part  on  a  consideration  that  the  electric  service 
by  Fort  Dodge,  Des  Moines  &  Southern  was  too  unreliable  for  commercial  opera¬ 
tion,  further  supports  this  conclusion  by  Lehigh.  The  fact  that  neither  Iowa- 
Illinois  nor  Fort  Dodge,  Des  Moines  &  Southern  had  any  legal  authority  to 
supply  electricity  in  the  area  further  negatives  the  existence  of  central  station 
service. 

In  considering  the  construction  of  the  new  plant,  Lehigh  considered  the  avail¬ 
ability  of  clay,  labor  force,  transportation,  and  electric  supply.  Had  Lehigh  been 
required  to  rely  upon  Fort  Dodge,  Des  Moines  &  Southern  for  an  electric  supply, 
it  would  not  have  built  its  plant  at  Lehigh. 

Being  a  completely  new  plant,  without  any  reference  to  the  old  plant  except 
that  it  was  another  installation  of  the  company,  it  was  not  being  served  by  Fort 
Dodge,  Des  Moines  &  Southern  at  any  time.  The  management  offices  of  Lehigh 
are  in  Fort  Dodge,  and  this  new  plant  was  as  much  a  completely  new  installation 
so  far  as  Lehigh  was  concerned  as  though  it  were  constructed  in  Texas.  Mere 
service  to  one  establishment  of  the  same  “person”  does  not  constitute  service  to 
that  “person”  at  another  establishment.  Such  an  argument  would  preclude  serv¬ 
ice  of  railway  warning  signals  by  a  cooperative  under  REA  financing  because  the 
railway  had  service  from  a  utility  at  its  main  station  in  Chicago.  Such  a  con¬ 
tention  would  prevent  service  to  a  fish  hatchery  of  the  State  conservation  com¬ 
mission  because  its  office  in  the  State  capitol  is  served  by  utility.  Such  a  position 
would  prevent  service  to  an  A.T.  &  T.  television  relay  station  because  the  home 
office  in  New  York  and  television  studios  are  served  by  a  utility.  Obviously 
such  a  contention  is  without  merit. 

The  conclusion  is  manifest  that  the  new  plant  of  the  Lehigh  Sewer  Pipe  &  Tile 
Co.  was  a  completely  separate  and  new  facility  of  the  company,  and  a  “person 
not  receiving  central  station  service.” 

After  an  administrative  determination  by  the  Administrator  of  the  Rural 
Electrification  Administration,  is  the  General  Accounting  Office  entitled  to 
effectuate  a  reversal? 

When  CIPCO  applied  to  the  Administrator  of  the  Rural  Electrification  Admin¬ 
istration  for  a  loan  with  which  to  construct  certain  generation  and  transmission 
facilities,  including  the  Lehigh  tap,  it  was  necessary  to  substantiate  that  loan 
request  with  great  quantities  of  data,  facts,  information,  and  material.  After 
many  months  of  answering  questions,  furnishing  data  and  affidavits,  facts,  and 
information,  the  Administrator  made  an  administrative  determination  that  the 
execution  of  a  loan  for  such  purposes  was  within  the  purview  of  the  Rural 
Electrification  Act.  The  loan  was  thereupon  consummated,  the  facility  con¬ 
structed,  and  loan  funds  advanced. 

Your  decision  would  now  call  upon  the  successor  Administrator  of  the  Rural 
Electrification  Administration  to  ask  the  cooperative  to  return  the  funds  used 
for  the  financing  of  the  construction  of  the  Lehigh  tap  because  the  General 
Accounting  Office  is  of  a  different  opinion. 

Two  very  excellent  legal  staffs  have  already  held  that  this  loan  was  within 
the  legal  authority  of  the  Rural  Electrification  Act. 

Before  the  loan  was  made,  the  General  Counsel  of  the  Department  of  Agricul¬ 
ture  advised  the  Administrator  that  upon  his  administrative  determination 
that  the  new  plant  was  a  person  not  receiving  central  station  service,  the  loan 
would  meet  the  legal  requirements  of  the  act.  The  LI.S.  Department  of  Justice, 
in  representing  the  Secretary  of  Agriculture  and  the  Administrator  of  the 
Rural  Electrification  Administration  in  the  Federal  courts  in  Washington,  D.C., 
in  the  suit  brought  by  Iowa-Illinois,  presented  material  to  those  courts  to  sup¬ 
port  the  legality  of  the  loan. 

It  seems  completely  impossible  now  that  the  Office  of  the  Comptroller  General 
can  contend  that  the  loan  is  illegal  and  ask  a  public  official  who,  relying  upon 
facts  and  material  reviewed  by  his  professional  staff,  has  made  an  administra- 
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tive  finding  that  a  certain  situation  meets  the  legal  requirements  of  a  law, 
should  now  come  to  those  same  applicants  and  say  that  such  administrative 
finding  was  incorrect  and  that  the  situation  did  not  meet  such  legal  require¬ 
ments. 

It  seems  impossible  that  the  Congress,  having  granted  loan  authority  for  some 
22  years  to  the  Administrator  of  the  Rural  Electrification  Administration  to  make 
loans  upon  situations  by  him  administratively  determined  to  meet  the  require¬ 
ments  of  the  Rural  Electrification  Act,  should  now  be  reversed  by  the  General 
Accounting  Office,  itself  a  creature  of  the  Congress. 

Should  the  Secretary  of  Agriculture  and  Administrator  of  the  Rural  Electri¬ 
fication  Administration  attempt  to  comply  with  the  demand  of  your  decision, 
the  defense  of  the  cooperative  would  be  based  to  a  very  great  extent  upon  the 
administrative  decision  already  made  by  the  individuals  now  called  upon  to 
comply  with  the  interpretation  of  the  General  Accounting  Office,  which  we 
contend  is  erroneous  both  on  the  interpretation  of  the  law  and  upon  the  facts 
of  the  case. 

CONCLUSION 

Based  upon  an  unedited  consideration  of  the  debates  of  Congress,  the  judicial 
decisions,  the  administrative  determinations,  and  the  individual  facts  of  the 
case,  we  respectfully  urge  you  to  carefully  reconsider  your  decision  B-134138 
dated  July  21, 1958,  and  withdraw  same  in  toto. 

Respectfully  submitted. 

Central  Iowa  Power  Cooperative, 

50b  Dows  Building,  Cedar  Rapids,  Iowa. 

By  Wm  H.  Wisdom,  Its  Attorney. 

Greene  County  Rural  Electric  Cooperative, 

Jefferson,  Iowa. 

By  L.  F.  Wilcox,  Its  Attorney. 

(The  contract  between  Iowa  Public  Service  Co.  and  Charles  W. 
Shipton,  Allison,  Iowa,  referred  to  above  is  on  file  with  the  com¬ 
mittee.) 

Davenport,  Iowa,  March  9, 1959. 

Hon.  Spessard  L.  Holland, 

Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Holland  :  I  am  writing  you  as  chairman  of  the  subcommittee 
of  the  Committee  on  Agriculture  and  Forestry  which  scheduled  hearings  on 
March  5  and  6  regarding  Senate  Resolution  21.  I  greatly  appreciate  the  oppor¬ 
tunity  of  presenting  the  position  of  my  company,  Iowa-Illinois  Gas  &  Electric 
Co.,  before  your  subcommittee  and  Senators  Aiken  and  Ellender. 

It  was  reported  to  me  that  during  the  testimony  of  Mr.  Keller,  General 
Counsel  for  the  General  Accounting  Office,  the  question  arose  of  the  compar¬ 
ative  rates  charged  by  the  Fort  Dodge,  Des  Moines  &  Southern  Railway,  Iowa- 
Illinois  Gas  &  Electric  Co.,  and  Greene  County  REA  for  the  service  to  the 
Lehigh  Sewer  &  Tile  Co.  plant.  The  two  letters  of  the  railway  to  Lehigh 
Title  included  in  schedule  D  attached  to  my  statement  were  detailed  rate  pro¬ 
posals  by  the  railway.  Subsequently,  on  September  28,  1956,  we  furnished 
by  letter  to  Mr.  Bryant  of  Lehigh  Tile  a  detailed  comparison  of  railway’s  rate. 
Iowa-Illinois  Gas  &  Electric  Co.’s  rate,  and  the  rate  we  believe  to  be  contained 
In  the  contract  with  Greene  County  Cooperative.  This  information  we  feel  may 
assist  your  committee  in  a  determination  of  the  extent  by  which  the  rates 
of  one  supplier  exceed  those  of  another.  It  may  also  be  of  assistance  to  refer 
you  to  the  letter  of  Wilmer  &  Broun  dated  March  26,  1958,  appearing  as  exhibit 
D  attached  to  my  statement  in  which  a  calculation  is  made  of  the  application  of 
the  two  Railway  rates  described  in  attached  letters,  in  comparison  with  the 
Greene  County  rate. 

In  the  transcript  of  the  hearing,  volume  2,  page  132,  you  invite  the  sub¬ 
mission  of  any  other  relevant  documents  which  may  assist  the  committee  in 
weighing  the  effect  of  proposed  Senate  Resolution  21.  We  believe  that  the 
letter  of  April  25,  1956,  addressed  to  Mr.  Ancher  Nelsen,  Administrator,  by  the 
general  counsel  of  Iowa-Illinois  Gas  &  Electric  Co.  should  be  added  to  the 
record.  This  letter  describes  the  purchase  of  the  Railway  properties  and  the 
objections  of  Iowa-Illinois  Gas  &  Electric  Co.  to  the  approval  of  that  part  of 
the  Central  Iowa  Power  Cooperative  loan  providing  for  the  erection  of  a  trans¬ 
mission  line  to  serve  Lehigh  Tile.  It  also  notified  the  Administrator  that 
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because  Railway  bad  promised  60-cycle  service  and  Iowa-Ulinois  renewed  such 
promise  of  60-cycle  service,  there  appeared  to  be  no  justification  for  assuming 
a  refusal  to  Lehigh  Tile  of  that  form  of  electric  service.  Since  this  letter 
antedates  the  ultimate  approval  of  the  loan  by  the  RE  Administrator  we  think 
it  necessary  for  a  full  understanding  of  the  background.  Attached  are  50 
copies  of  the  letter  of  April  25,  1956,  to  Mr.  Ancher  Nelsen  and  the  Railway 
letter  of  September  28, 1956,  to  Lehigh  Tile. 

If  there  be  any  question  regarding  the  calculation  of  these  rates  or  their 
application  to  the  tile  company’s  requirements  we  would  be  pleased  to  attend 
and  make  such  explanation  as  may  be  required. 

Tours  very  truly, 

/s/  Charles  H.  Whitmore, 
President,  Iowa-Illinois  Gas  d  Electric  Co. 


_  ,  September  28, 1956. 

Mr.  Joe  A.  Bryant, 

General  Manager,  Lehigh  Sewer  Pipe  d  Tile  Co., 

Fort  Dodge,  Iowa. 


Dear  Mr.  Bryant  :  Since  April  1956,  we  have,  on  numerous  occasions,  discussed 
with  you  the  matter  of  our  serving  your  electric  load,  including  that  presently 
being  served  at  25  cycles  and  that  of  your  new  plant  facilities. 

Your  present  contract  for  25-cycle  service  continues  until  June  1957.  Realizing 
that  considerable  time  will  be  involved  in  converting  your  equipment  from  25 
cycles  to  60  cycles,  we  submitted  to  you  a  contract  for  60-cycle  electric  service  on 
June  12, 1956. 

We  are  enclosing  a  tabulation  showing  the  consumption  and  billing  monthly  for 
the  period  July  1955,  to  June  1956,  inclusive,  on  the  Fort  Dodge,  Des  Moines  & 
Southern  rate.  We  have  also  shown  a  comparison  with  our  rate  No.  533,  and 
our  rate  No.  541,  at  demands  of  300  kilowatts  and  350  kilowatts. 

On  the  basis  of  these  indicated  demands  and  consumptions,  the  contract  offered 
on  June  12  contained  our  rate  No.  533,  as  this  appeared  to  be  the  most  favorable 
for  you.  It  also  included  a  provision  for  9.2  percent  reduction  in  the  rate 
(exclusive  of  fuel  cost  adjustment)  as  a  contribution  toward  the  cost  of  your 
changeover. 

During  this  summer  you  have  started  expansion  of  your  facilities.  You  have 
estimated  your  maximum  kilowatt  demand  will  be  increased  by  1,100  kilowatts 
and  your  annual  use  by  2,500,000-kilowatt  hours. 

We  have  prepared  another  tabulation  on  which  we  show  the  consumption  of 
the  plant  with  both  the  old  and  new  facilities  being  combined.  In  this  tabulation 
we  have  estimated  a  combined  demand  of  1,400  kilowatts  and  spread  the  addi¬ 
tional  2,500,000-kilowatt  hours  uniformly  through  the  year.  We  show  the 
monthly  billing  on  the  Fort  Dodge,  Des  Moines  &  Southern  rate,  on  rate  Nos.  533 
and  541  of  Iowa-Illinois  Gas  &  Electric  Co.,  and  the  REA  rate,  so  far  as  we  are 
familiar  with  it. 

As  previously  explained,  when  the  new  load  is  added,  rate  No.  541  would  be  the 
most  favorable,  and  a  new  contract  providing  for  service  under  that  rate  would 
be  offered.  Of  course,  provision  would  be  made  in  the  new  contract  for  accom¬ 
plishing  our  contribution  toward  the  cost  of  the  changeover  of  the  portion  of  the 
load  now  served  at  25  cycles. 

We  are  ready,  and  would  be  able  to  give  you  service  for  your  new  facilities 
45  days  after  the  necessary  franchise  is  obtained,  should  you  have  need  of  60- 
cycle  service  within  that  period. 

We  would  also  like  to  emphasize  the  fact  that  our  transmission  line  to  serve 
your  plants  is  comparatively  short  and  is  backed  up  with  interconnections 
on  the  161  kilovolt  line  to  Des  Moines  on  the  south,  to  Waterloo,  and  Mason 
City  on  the  east,  and  to  Sioux  City  on  the  west. 

If  you  have  any  questions  on  rate  or  service,  we  shall  be  happy  to  discuss 
them  with  you. 

Very  truly  yours, 


R.  L.  Kaueman, 

District  Manager,  Fort  Dodge  District. 
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Lehigh  Sewer  Pipe  &  Tile  Co. 


Expanded  plant  (combined  use — old  and  new  facilities ) 


Month 

1955-56 

kw.-hr. 

sales 

Additional 
new  sales 
kw.-hr. 

Total  sales 
kw.-hr. 

Fort 
Dodge, 
Des  Moine 
&  Southern 
rate 

Rate  No. 
533 

Rate  No. 
541  (1,400 
kw. 

demand) 

REA  rate 
(1,400  kw. 
demand) 

July _ 

42, 320 

208, 333 

250, 653 

$5, 038. 06 

$5,  731.  44 

$4, 890.  55 

$4, 974.  57 

August...,. - 

47,  400 

208, 333 

255, 733 

5, 139.  66 

5, 845.  74 

4, 933.  73 

5, 010. 13 

September  _ 

44,  840 

208, 333 

253, 173 

5, 088.  46 

5, 788. 14 

4,911.  97 

4,  992.  21 

October  _ _ 

44,  920 

208,  333 

253,  253 

5, 090.  06 

5,  789.  94 

4,  912.  65 

4,  992.  77 

November.  _ 

48,  560 

208, 333 

256, 893 

5, 162.  86 

5,871.84 

4, 943.  59 

5, 018.  25 

December... . 

56, 400 

208, 333 

264, 733 

5, 319.  66 

6, 048.  24 

5,  010.  23 

5, 073. 13 

January _ 

69,  720 

208, 333 

278,  053 

5,  586. 06 

6, 347.  94 

5, 123.  45 

5, 166. 37 

February _ — 

50,  040 

208, 333 

258, 373 

5, 192.  46 

5, 905. 14 

4, 956. 17 

5,  028.  61 

March.. . . 

47, 160 

208, 334 

255,  494 

5, 134.  88 

5, 840. 37 

4, 931.  70 

5, 008.  46 

April . 

46, 840 

208, 334 

255, 174 

5, 128.  48 

5,833.  17 

4, 934.  93 

5, 006. 22 

May . . 

44,  200 

208, 334 

252,  534 

5, 075.  68 

5, 773.  77 

4, 906.  54 

4,  987.  74 

June _ 

45,  520 

208, 334 

253, 854 

5, 102. 08 

5, 803. 47 

4, 917.  76 

4, 996.  98 

Total _ 

587, 920 

2, 500, 000 

3, 087, 920 

62, 058.  40 

70, 579.  20 

59, 373.  27 

60, 255. 44 

Present  plant 


Month 

1955-56 

kw.-hr. 

sales 

Billed  on 
Fort  Dodge, 
Des  Moines 
&  South¬ 
ern  rate 

Rate  No. 
533 

Rate  No. 
541,  300  kw. 
demand 

Rate  No. 
541, 350  kw. 
demand 

July -  - - - 

42, 320 

$871. 40 

$1, 043. 95 

$1, 108. 20 

$1,195.70 

August . .  . . 

47, 400 

973. 00 

1, 158.25 

1, 132.  00 

1,219.50 

September  _ 

44, 840 

921.  80 

1,100. 65 

1, 133. 40 

1,  220. 90 

October _ 

44, 920 

923. 40 

1, 102.  45 

1,134.  20 

1,221.70 

November . . .  . .  .  .. 

48,  560 

996.  20 

1, 184.  35 

1, 170.  60 

1,  258. 10 

December _  _ 

56,  400 

1, 153. 00 

1,360. 75 

1,249.00 

1,  336.  50 

January. ..  _  _  ..  - .  .  ... 

69,  720 

1,  419.  40 

1, 660.  45 

1, 382.  20 

1,  469.  70 

February .  . . . 

50, 040 

1, 025.  80 

1,217.65 

1, 185.40 

1,272.90 

March _  _ 

47, 160 

968. 20 

1, 152.  85 

1, 156.  60 

1,244. 10 

April...  .  - 

46,  840 

961. 80 

1, 145.  65 

1,153.40 

1,240.90 

May -  -  -  ...  - 

44. 200 

909.00 

1, 086.  25 

1,127.00 

1,214.  50 

June  ...  - - - - - 

45,  520 

935. 40 

1, 115.95 

1, 140.  20 

1,  227.  70 

Total _ _ _ 

587, 920 

12, 058. 40 

14,  329.  20 

14,  072.  20 

15,122.00 

Davenport,  Iowa,  April  25, 11)56. 

Mr.  Ancher  Nelsen, 

Administrator,  Rural  Electrification  Administration, 

U.S.  Department  of  Agriculture,  Washington,  D.C. 

Dear  Mr.  Nelsen  :  At  the  conclusion  of  our  conference  yesterday,  it  appeared 
advisable  to  send  you  a  written  review  of  our  investigation  of  the  situation  at 
Lehigh  and  to  express  formally  our  objection  to  the  construction  of  an  electric 
transmission  line  from  a  point  near  Boone  northward  some  22  miles  to  serve 
the  town  of  Lehigh  and  Lehigh  Brick  &  Tile  Co. 

We  have  purchased  the  electric  transmission  and  distribution  facilities  of  Fort 
Dodge,  Des  Moines  &  Southern  Railway  Co.  under  an  agreement  dated  March 
15,  1956,  the  terms  of  which  provide  for  the  formal  transfer  of  the  property  and 
rights  of  the  railway  on  June  1.  On  April  11  we  received  a  letter  dated  April  2 
by  Mr.  Arthur  H.  Johnson,  attorney  at  Fort  Dodge,  which  purported  to  attach 
a  notice  of  termination  of  our  contract  with  the  town  of  Lehigh  signed  by  the 
mayor  and  dated  April  2,  1956,  which  notice  indicated  it  to  become  effective  on 
May  1,  1957.  Our  investigation  leads  us  to  the  conclusion  that  the  Greene  County 
co-op  has  entered  into  a  contract  to  serve  the  town  of  Lehigh  for  5  years  and  it  is 
pursuant  to  such  contract  that  our  notice  of  termination  was  received. 

We  are  further  informed  that  in  the  fall  of  1955  the  Greene  County  co-op 
entered  into  a  contract  for  a  20-year  period  with  Lehigh  Brick  &  Tile  Co., 
presently  being  served  by  us.  Our  investigation  indicates  that  last  fall  this 
tile  company  was  negotiating  with  the  railway  for  additional  service  for  a  new 
plant  addition  it  proposes  to  construct  for  which  it  desires  60-cycle  service ;  that 
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the  railway  agreed  to  furnish  such  service  at  60  cycles  if  the  tile  company  would 
pay  a  rental  for  the  substation  required  and  an  amount  to  amortize  the  cost  of 
extending  its  60-cycle  transmission  line  to  Lehigh.  Greene  County,  in  its 
contract,  provided  for  a  minimum  monthly  payment  intended  to  meet  the  serv¬ 
ice  charges  on  its  loan  to  be  obtained  from  you,  and  after  this  negotiation  the 
contract  between  Greene  County  and  Lehigh  Brick  &  Tile  was  concluded.  There 
appears  to  be  no  basis  for  the  assumption  that  the  railway  refused  60-cycle 
service  to  the  title  company,  the  negotiations  indicating  only  that  Greene  County 
was  able  to  make  an  offer  at  a  lower  rate  for  service  than  the  railway.  We  stand 
ready  to  furnish  customers  formerly  served  by  the  railway  their  additional 
requirements  at  60  cycles  under  our  rules  and  regulations  fixing  the  conditions 
for  the  extension  of  such  service. 

The  action  of  Greene  County  appears  to  damage  us  substantially  by  invading 
the  service  area  at  Lehigh  and  taking  by  direct  negotiated  contract  the  two  sub¬ 
stantial  customers  from  this  location.  The  loan  by  the  Rural  Electrification 
Administration  to  Central  Iowa  Power  Cooperative  (CIPCO)  is  an  essential 
condition  to  the  furnishing  of  such  service  and  the  taking  of  these  two  customers 
from  us.  As  we  understand  the  Rural  Electrification  Act  and  the  interpreta¬ 
tion  by  your  administration  of  it,  loans  will  not  be  made  to  effect  extensions  of 
electric  transmission  or  distribution  lines  to  serve  customers  already  receiving 
central  station  service.  We  wish  to  point  out  that  but  for  these  two  customers 
there  would  be  no  justification  for  a  new  transmission  line  costing  some  $120,000. 
We  believe  this  is  exemplified  by  the  fact  that  the  service  charge  on  such  loan  is 
incorporated  in  payments  required  under  the  contract  with  Lehigh  Brick  & 
Tile  Co. 

From  the  above,  we  submit  that  we  will  suffer  direct  and  substantial  injury 
if  these  contracts  are  effectuated  ;  that  a  loan  to  CIPCO  for  the  principal  purpose 
of  effectuating  either  of  these  contracts  is  in  violation  of  the  Rural  Electrification 
Act  and  of  your  regulations  thereunder. 

We  therefore  respectfully  request  that  you  promptly  notify  CIPCO  and 
Greene  County  of  your  refusal  to  approve  the  specifications  and  the  contract 
for  the  construction  of  this  transmission  line  and  withdrawal  of  your  authoriza¬ 
tion  of  a  loan  for  such  purpose. 

Yours  very  truly, 


W.  B.  Waterman, 

General  Counsel,  Iowa-Illinois  Gas  &  Electric  Co. 


Indianapolis,  Ind. 

Hon.  R.  Vance  Hartke, 

V.S.  Senate,  Washington,  D.G.: 

Please  use  your  influence  to  support  in  every  way  possible  Senate  Resolu¬ 
tion  21  which  Senator  Aiken  has  offered  to  nullify  the  serious  threats  posed  by 
the  Comptroller  General’s  ruling  on  REA  loans.  Any  information  you  can 
put  in  the  hands  of  the  chairman  of  the  Senate  Agricultural  Subcommittee  tell¬ 
ing  of  our  interest  when  hearings  are  opened  March  5  will  be  appreciated. 
Also  please  convey  appreciation  of  Indiana’s  REMCE’s  to  Senator  Aiken  for  his 
efforts  in  our  behalf. 

A.  D.  Mueller,  General  Manager. 


Statement  Filed  by  Honorable  John  Sherman  Cooper,  a  United  States 
Senator  From  the  State  of  Kentucky 

I  was  glad  to  join  with  Senators  Young,  Kuchel,  Langer,  Curtis,  Humphrey, 
Kennedy,  Mansfield,  Sparkman.  Hill,  Hennings,  Murray,  and  Clark  as  a  co¬ 
sponsor  of  the  Senate  resolution  21,  introduced  by  Senator  Aiken. 

I  understand  this  resolution  has  the  full  support  of  the  National  Rural  Elec¬ 
tric  Cooperative  Association,  and  that  the  Rural  Electrification  Administration 
has  testified  that  it  would  clarify  the  question  raised  by  the  Comptroller  Gen¬ 
eral  as  to  persons  and  areas  which  can  be  served  by  rural  electric  cooperatives. 

During  my  service  in  the  Senate  I  have  consistently  supported  the  objectives 
of  the  rural  electrification  program  and  will  continue  to  do  so.  I  believe  the 
decisions  of  the  Comptroller  General  of  the  United  States,  dated  July  21,  1958 
and  October  15,  1958.  are  clearly  contrary  to  the  intent  of  Congress  as  expressed 
during  enactment  of  the  Rural  Electrification  Act,  and  as  reaffirmed  by  its 
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approval  of  the  administration  of  that  act  in  annual  congressional  reviews  of 
appropriations  for  the  rural  electric  program. 

While  I  do  not  believe  this  resolution  should  be  necessary — because  the  legis¬ 
lative  history,  congressional  intent,  administrative  practices,  and  legal  inter¬ 
pretations  have  been  clear — I  hope  the  resolution  will  put  to  rest  needless 
controversy  raised  by  the  unclear  and  inconsistent  decision  of  the  Comptroller 
General. 

I  urge  the  committee  to  promptly  approve  the  resolution,  and  to  report  it 
favorably  to  the  Senate,  so  that  its  enactment  will  remove  any  question  as 
to  continuation  of  the  long  established  authority  of  the  Rural  Electrification 
Administration  to  make  loans  for  the  construction  of  facilities  to  bring  electric 
service  to  persons  who  are  in  fact  not  receiving  central-station  service,  and 
to  continue  to  serve  those  who  are  presently  being  served,  in  accordance  with 
the  Acting  Secretary  of  Agriculture’s  letters  of  August  7  and  October  29,  1958. 

It  seems  to  me  baseless  to  contend  that  a  person  not  receiving  service  is  in 
fact  doing  so,  if  he  is  in  an  area  served  by  another  power  supplier.  The  Act 
itself  refers  to  “persons,”  and  the  area  concept  cannot  be  supported  by  the 
language  of  the  act.  I  consider  the  Comptroller’s  contention  wholly  fallacious, 
contrary  to  the  expressed  will  of  Congress,  and  an  arbitrary  and  capricious 
threat  to  continuation  of  the  rural  electrification  program  under  the  same 
policies  which  have  served  so  well  to  bring  the  benefits  of  electricity  to  millions 
of  rural  families. 

I  wish  to  associate  myself  with  the  statement  before  this  committee  of  my 
friend,  Senator  George  D.  Aiken,  of  Vermont,  who  has  been  a  great  champion 
of  rural  electrification.  I  believe  his  resolution  will  effectively  remove  doubts 
concerning  congressional  intent,  which  have  never  in  fact  existed  in  the  Congress 
itself. 

Prompt  adoption  of  the  resolution  should  make  absolutely  clear  the  fact 
that  persons  in  rural  areas  actually  without  central-station  electric  service  are 
fully  entitled  to  enjoy  the  benefits  of  the  REA  program. 

X 
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THURSDAY,  MARCH  5,  1959 

U.S.  Senate,  Subcommittee 
on  Agricultural  Credit  and  Rural  Electrification 

of  the  Committee  on  Agriculture  and  Forestry, 

W  cashing  ton,  D.C. 

^  The  subcommittee  met,  pursuant  to  notice,  at  11 :30  a.m.,  room  324, 

> Senate  Office  Building,  Senator  Spessard  L.  Holland  (chairman) 
presiding. 

Present:  Senators  Holland,  Ellender  (chairman  of  the  full  com¬ 
mittee),  Talmadge,  Young  (Ohio),  Mundt,  Williams,  and  Schoeppel. 
Also  present  :  Senator  Aiken. 

Senator  Holland.  We  will  proceed  to  the  hearing  of  S.  75.  I  will 
ask  that  the  proposed  measure,  as  ottered  by  the  Senator  from  Ne¬ 
braska,  Mr.  Curtis,  for  himself  and  the  Senator  from  Georgia,  Mr. 
Russell,  be  incorporated  in  the  record. 

^  We  have  a  letter  addressed  to  the  chairman  of  the  full  committee, 
Senator  Ellender,  dated  March  4,  signed  by  E.  T.  Benson,  Secretary 
of  Agriculture,  containing  the  recommendations  of  the  Department 
on  this  particular  measure,  and  I  ask  that  that  be  included  in  the 
record  at  this  time. 

(S.  75  and  the  letter  from  Secretary  Benson,  dated  March  4,  1959, 
follow:) 

[S.  75,  86th  Cong.,  1st  sess.] 

A  BILL  To  establish  the  Rural  Electrification  Administration  as  an  independent  agency 

and!  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
.of  America,  in  Congress  assembled,  That  there  is  hereby  created  and  established 
Jin  the  executive  branch  of  the  Government  an  independent  agency  to  be  known 
as  the  “Rural  Electrification  Administration”  all  of  the  powers  of  which  shall 
be  exercised  by  an  Administrator  who  shall  be  appointed  by  the  President  by 
and  with  the  advice  and  consent  of  the  Senate  for  a  term  of  ten  years  and  who 
shall  receive  a  salary  of  $20,000  per  annum.  The  Administrator  shall  have  di¬ 
rection.  supervision  and  control  of  the  Rural  Electrification  Administration  and 
all  of  its  operations  and  functions  as  authorized  in  the  Rural  Electrification 
Act  of  1936,  as  amended. 

Sec.  2.  The  term  of  office  of  the  incumbent  of  the  Office  of  Administrator  of 
the  Rural  Electrification  Administration  appointed  before  the  effective  date  of 
this  Act  shall  terminate  on  the  effective  date  and  said  office  shall  thereby  be¬ 
come  vacant.  The  President  shall  designate  an  Acting  Administrator  to  exercise 
and  perform  all  functions,  powers  and  duties  vested  in  the  Rural  Electrification 
Administration  until  the  appointment  and  qualifications  of  an  Administrator,  as 
provided  in  section  1  of  this  Act. 

Sec.  3.  (a)  Employees  in  the  Department  of  Agriculture  who  are  being  utilized 
on  the  effective  date  of  this  Act  primarily  for  the  performance  of  functions, 
powers  and  duties  provided  for  in  the  Rural  Electrification  Act  of  1936,  as 
amended,  shall  be  transferred  to  the  jurisdiction  and  control  of  the  Rural 
Electrification  Administration  in  those  instances  in  which  the  Administrator  de¬ 
termines  that  they  are  qualified  and  necessary  to  carry  out  the  functions, 
powers,  and  duties  of  the  Rural  Electrification  Administration. 
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(b)  All  assets,  funds,  contracts,  property  and  records  used  and  employed  in 
the  execution  of  the  functions,  powers,  and  duties  authorized  by  the  Rural 
Electrification  Act  of  1936,  as  amended,  are  hereby  transferred  to  the  jurisdic¬ 
tion  and  control  of  the  Rural  Electrification  Administration. 

(c)  All  unexpended  balances  of  appropriations,  allocations,  or  other  funds 
available  (including  those  available  for  the  fiscal  year  ending  June  30,  1959)  for 
the  Rural  Electrification  Administration  and  for  the  Secretary  of  Agriculture 
on  account  of  the  functions  and  activities  of  the  Rural  Electrification  Admin¬ 
istration  shall  be  transferred  to  the  Rural  Electrification  Administration  and 
shall  remain  available  for  the  exercise  of  the  functions  and  activities  of  the 
Rural  Electrification  Administration. 


Department  of  Agriculture, 
Washington ,  D.G.,  March  4, 1959. 

Hon.  Allen  J.  Ellender, 

Chairman,  Committee  on  Agriculture  and  Forestry, 

U.S.  Senate. 

Dear  Senator  Ellender:  This  is  in  reply  to  your  request  of  January  15, 
1959,  for  a  report  on  S.  75,  a  bill  “to  establish  the  Rural  Electrification  Admin-{ 
istration  as  an  independent  agency,  and  for  other  purposes.”  The  effect  of 
the  bill,  if  enacted,  would  be  to  make  Reorganization  Plans  No.  2  of  1939  and 
1953  inapplicable  to  the  Rural  Electrification  Administration. 

It  is  our  recommendation  that  the  bill  not  be  enacted.  Section  5  of  Reorgan¬ 
ization  Plan  No.  2  of  1939  transferred  REA  and  its  functions  and  activities 
from  independent  status  to  the  Department  of  Agriculture  and  provided  that 
they  be  administered  in  the  Department  by  the  Administrator  of  the  Rural  Elec¬ 
trification  Administration  under  the  general  direction  and  supervision  of  the 
Secretary  of  Agriculture.  The  basic  reason  for  the  adoption  of  Reorganiza¬ 
tion  Plan  No.  2  of  1939  was  to  improve  the  administrative  management  of  the 
executive  branch  by  a  more  logical  grouping  of  existing  units  and  functions 
and  by  a  further  reduction  in  the  number  of  independent  agencies.  In  the 
message  transmitting  this  plan,  the  President  stated  that  the  work  of  the  Rural 
Electrification  Administration  in  its  educational  as  well  as  its  lending  functions 
is  clearly  a  part  of  the  rural  life  activities  of  the  country  and  should  there¬ 
fore  be  administered  in  coordination  with  the  agricultural  activities  of  the 
Government.  The  Department  is  justifiably  proud  of  the  record  of  service 
and  achievement  and  the  outstanding  progress  which  has  been  made  during 
this  period  of  20  years  of  the  administration  of  the  REA  program  within  the 
Department. 

We  are  cognizant  and  most  appreciative  of  the  unanimous  support  and  praise 
which  these  programs  have  received  from  farmers,  farm  organizations,  and 
the  Congress.  Their  great  contribution  to  our  farmers,  and  their  potential  for 
future  contribution,  under  the  existing  arrangement,  warrant  the  most  carei 
ful  and  earnest  consideration  of  any  proposed  change  in  the  status,  organiza" 
tion,  or  authority  of  the  Rural  Electrification  Administration. 

The  basic  reasons  for  the  adoption  of  Reorganization  Plan  No.  2  of  1953 
were  to  centralize  in  the  Secretary  of  Agriculture  the  responsibility  and  the 
authority  for  effective  administration  within  the  Department  and  to  correct 
the  patchwork  assignment  of  statutory  functions  in  the  Department.  It  was 
determined  that  in  this  way  departmental  operations  could  be  simplified  and 
made  more  effective  and  the  Secretary  be  enabled  to  adjust  organization  of 
the  Department  in  order  to  achieve  continuous  improvements  in  operations  to 
meet  changing  conditions. 

The  considerations  underlying  these  reorganization  plans,  insofar  as  they 
relate  to  the  Rural  Electrification  Administration,  are  applicable  today  as 
they  were  at  the  times  of  their  adoption.  Accordingly,  the  enactment  of  this 
bill,  in  our  opinion,  would  prejudice  and  prevent  the  achievement  of  the  ob¬ 
jectives  of  the  plans. 

The  Bureau  of  the  Budget  advises  that  enactment  of  this  proposed  legisla¬ 
tion  would  not  be  in  accord  with  the  program  of  the  President, 

Sincerely  yours, 


E.  T.  Benson,  Secretary. 


RURAL  ELECTRIFICATION  ADMINISTRATION 


3 


Senator  Holland.  Present  is  one  of  the  authors  of  this  measure, 
the  Senator  from  Nebraska,  Mr.  Curtis,  and  I  call  him  as  the  first 
witness. 

STATEMENT  OF  HON.  CARL  T.  CURTIS,  A  U.S.  SENATOR  FROM  THE 

STATE  OF  NEBRASKA 

Senator  Curtis.  Thank  you,  Mr.  Chairman. 

The  Senator  from  Georgia,  Mr.  Russell,  joined  in  this  measure, 
S.  75.  He  wishes  me  to  advise  the  committee  that  he  favors  the 
bill  and  joins  me  in  urging  approval  of  it.  Senator  Russell  could 
not  be  present  because  he  is  conducting  the  hearings  on  the  exten¬ 
sion  of  the  Selective  Service  Act. 

I  am  privileged  to  come  before  this  committee  to  testify  on  be¬ 
half  of  the  bill,  S.  75,  introduced  on  January  9  by  Senator  Russell 
and  myself,  proposing  the  reestablishment  of  the  Rural  Electrifica¬ 
tion  Administration  as  an  independent  agency. 

It  is  an  honor  to  be  a  cosponsor  with  Senator  Russell,  a  distin¬ 
guished  friend  of  Rural  Electrification  and  an  expert  in  Congress 
on  its  matters  of  operation. 

One  of  the  most  interesting  and  praiseworthy  aspects  of  our  Rural 
Electrification  program  through  its  first  23  years  of  operation  is  that 
it  has  enjoyed  the  strong  support  of  Members  of  Congress  from  the 
farming  States.  When  REA  was  created  in  1935  it  was  set  up  as  a 
nonpartisan  agency  dedicated  to  bringing  electricity  to  our  farms. 
While  there  have  been  at  different  times  political  charges  and  counter¬ 
charges  surrounding  some  REA  side  issues  involving  controversial 
power  projects  proposed  for  construction  by  the  Department  of  the 
Interior,  the  program  for  authorizations  and  appropriations  of  REA 
funds  have  had  the  votes  of  Republicans  and  Democrats  alike,  repre¬ 
senting  the  farm  States  in  our  Congress. 

President  Roosevelt  created  the  REA  by  Executive  order  in  1935. 
A  year  later  Congressman  Sam  Rayburn  in  the  House  and  Nebraska 
Senator  George  W.  Norris  in  the  Senate  sponsored  legislation  to  set 
up  its  governing  rules. 

There  has  never  been  any  year  in  which  money  for  loan  authoriza¬ 
tions  was  insufficient. 

In  1957  fiscal  year,  a  volume  of  applications  exceeded  the  expected 
demand  for  new  loans.  The  Administration  hurriedly  requested  $200 
million  for  additional  loans  and  the  authority  to  make  these  loans 
was  speedily  approved  by  Congress. 

Since  1952  the  backlog  of  applications  made  to  REA  headquarters 
has  been  wiped  out  and  loans  are  being  processed  faster  by  Admin¬ 
istrator  Hammill  than  ever  before  in  the  history  of  REA. 

At  this  point  let  me  relate  that  David  Hammill,  our  REA  Ad¬ 
ministrator,  is  doing  the  best  job  ever  performed  by  any  REA  chief, 
in  my  opinion.  He  is  a  farmer  who  has  worked  with  REA  prob¬ 
lems  as  a  consumer  and  as  an  official  of  his  co-op.  In  the  legislature 
of  his  native  State  he  labored  effectively  on  legislation  to  promote 
REA.  He  is  a  diligent  man,  doing  an  excellent  public  service. 

Because  of  the  criticism  of  this  Administration’s  handling  of 
the  REA  program  I  have  spent  a  lot  of  time  studying  REA  matters. 
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About  2  years  ago  the  Secretary  of  Agriculture  asked  Administrator 
Hammill  to  submit  for  review  by  him  all  loan  applications  in  ex¬ 
cess  of  $500,000.  That  has  resulted  in  a  lot  of  strife,  noise,  and  name 
calling.  The  Secretary’s  request  was  based  on  the  two  reorganiza¬ 
tion  plans,  one  in  1939  and  another  in  1953. 

The  earlier  plan  offered  by  President  Roosevelt  removed  REA  from 
its  independent  status  and  placed  it  within  the  Department  of  Agri¬ 
culture,  under  the  general  direction  and  supervision  of  the  Secretary 
of  Agriculture. 

The  Reorganization  Plan  of  1953  further  implemented  the  1939 
act  and  gave  to  the  Secretary  of  Agriculture  all  functions  of  other 
departmental  employees  not  now  vested  in  him. 

When  the  Secretary  asked  for  review  of  all  REA  loans  over  $500,- 
000,  the  concern  in  some  places  caused  our  colleague,  Senator  Hubert 
Humphrey,  to  introduce  a  Senate  bill,  and  Congressman  Melvin  Price 
to  introduce  a  House  bill  nullifying  the  1953  Reorganization  Plan. 

I  am  a  member  of  the  committee,  along  with  Senator  Humphrey, d 
which  studied  the  bill,  and  sat  in  the  hearings  on  it.  The  interesting® 
feature  of  the  hearings  was  not  the  heated  politics  but  the  fact  that 
officials  of  local  REA's  who  came  before  the  committee  to  support,  the 
Humphrey  bill  all  stated,  to  a  man,  that  review  of  loans  had  not 
slowed  down  at  any  time  the  making  of  loans.  David  Hammill  testi¬ 
fied  that  every  loan  approved  by  him  has  been  made,  and  that  the 
review  of  the  loans  over  $500,000  has  not  in  a  single  instance  reversed 
any  loan  he  has  approved. 

During  this  last  fall  I  gave  a  lot  of  thought  to  REA  matters.  I 
discussed  it  with  many  Nebraskans  who  are  interested  in  REA.  I 
reread  hearings  and  debates  on  REA  legislation. 

It  occurred  to  me  that  the  benefits  of  our  fine,  progressive  electric 
program  will  be  served  by  reestablishing  its  independent  status.  I 
discussed  my  plans  with- Senator  Russell  of  Georgia.  He  agreed  with 
me.  On  January  9,  1959,  we  introduced  a  bill  to  reestablish  the 
Rural  Electrification  Administration  as  an  independent  agency  of 
the  Federal  Government. 

Our  bill,  if  enacted,  will  permit  REA  to  operate  as  originally  con¬ 
ceived  in  1935  and  as  authorized  in  the  Norris-Raybum  Act,  of  1936. 

There  is  a  logical  background  for  this  legislation.  In  1944  Sena-J 
tor  E.  D.  Smith,  as  chairman  of  the  distinguished  committee,  intro-* 
duced  a  bill,  S.  2034,  to  return  REA  to  its  independent  status.  This 
followed  5  months  of  hearings  on  REA  problems  and  the,  issuance  of 
a  subcommittee  report  recommending  legislation  which  was  sustained 
by  two  Democrats  and  two  Republicans.  Senator  Lucas  on  January 
6,  1945,  introduced  a.  so-called  postwar  planning  bill  for  REA,  S.  89. 
which  contained,  among  other  provisions,  the  reestablishment  of 
REA  as  an  independent,  agency.  It  passed  the  Senate  on  May  14, 
1945,  without  a  record  vote. 

During  hearings  on  Reorganization  Plan  No.  2  of  1953  Mr.  Clyde 
Ellis  stated  in  behalf  of  the  National  Rural  Electric  Cooperative 
Association : 

Rural  electric  leaders  have  never  become  reconciled  to  the  placing  of  REA  in 
the  Department  of  Agriculture  and  have  continued  to  feel  that  the  program 
would  be  better  served  by  a  completely  independent  agency. 

Some  fears  have  been  expressed,  and  I  believe  with  absolute  sin¬ 
cerity,  that  disadvantages  might  accrue  to  the  Rural  Electrification 
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Administration  should  it  become  an  independent  agency.  These  can 
be  allayed  by  taking  notice  of  REA’s  stature  with  Members  of  Con¬ 
gress  of  both  parties.  It  was  freely  expressed  here  this  morning. 
The  widespread  support  for  REA  and  its  progress  should  certainly 
assure  the  wholesome  continuation  of  its  objectives. 

All  Members  of  Congress,  knowledgeable  of  the  benefits  of  central 
station  electric  service  to  rural  America,  will  accord  REA  the  support 
it  deserves  and  merits.  Those  Members  that  comprise  a  substantial 
majority  in  both  Houses  of  Congress. 

In  the  same  light,  there  is  no  reason  whereby  the  rules  of  both 
Houses  cannot  permit  REA  appropriations  to  be  administered  by 
the  House  and  Senate  Subcommittees  on  Agricultural  Appropriations. 

I  have  received  many  letters  and  resolutions  from  officials  of  REA 
districts  supporting  S.  75.  In  addition,  I  am  proud  that  the  Nebraska 
Rural  Electric  Association  in  a  State  convention  on  February  2,  1959, 
adopted  a  resolution  supporting  the  bill . 

There  were  many  arguments,  both  pro  and  con,  made  at  the  time 
the  REA  was  transferred  to  the  Department  of  Agriculture  in  1939. 
Regardless  of  the  merits  of  these  arguments,  the  great  changes  which 
have  occurred  in  the  electric  industry  since  1939  require  a  reappraisal 
of  the  justification  for  moving  REA  into  Agriculture. 

Probably  no  industry  in  the  country  has  gone  through  greater 
changes  than  the  generation,  transmision,  and  distribution  of  electric 
energy.  The  borrowers  from  REA  played  an  important  part  in  this 
work.  The  rapid  growth,  the  peculiar  problems  of  supplying  elec¬ 
tricity  to  people  in  the  rural  areas  require  that  REA  be  subject  to 
the  Congress  as  an  independent  agency. 

While  the  supply  of  electric  energy  to  persons  in  rural  areas,  as 
some  factors  common  with  other  activities  of  the  Department  of 
Agriculture,  it  is  increasingly  clear  that  the  problems  of  the  future 
with  respect  to  REA  work  will  not  be  of  the  type  of  agricultural 
problems  with  which  the  Department  is  concerned. 

It  is  my  belief  that  the  creation  of  REA  as  an  independent  agency 
will  not  violate  the  principles  of  the  Hoover  Commission  report. 

Having  determined  that  the  agency  should  be  independent,  it  is 
necessary  to  assure  that  it  be  completely  free.  Any  attempt  to  give 
the  Administrator  partial  control,  at  the  same  time  retaining  some 
control  in  the  Department  of  Agriculture,  could  only  lead  to  utter 
confusion  and  the  disadvantage  of  the  program. 

Overlapping  areas  of  jurisdiction  and  control  are  the  fertile  fields 
of  confusion  and  delay  which  lead  to  a  breakdown  of  the  service 
being  rendered  to  the  farmers  by  the  REA  program. 

I  favor  the  enactment  of  S.  75,  and  I  thank  the  chairman  and  his 
distinguished  committee  for  allowing  me  to  appear  here. 

Senator  Holland.  Briefly,  your  program  differs  from  that  which 
has  been  heard  in  the  Government  Operations  Committee,  of  which 
you  are  also  a  member,  in  that  under  your  program  the  REA  would 
become  completely  independent  of  the  Department  of  Agriculture. 
Its  employees  would  be  separated.  The  funds  would  be  separate. 
The  existing  funds  unspent  would  be  divided  and  made  separate. 
There  would  be  a  complete  severance  between  TJSDA  and  REA  under 
your  program.  Whereas,  under  the  other  bill  which,  for  purposes 
of  simplicity  and  brevity,  I  will  refer  to  as  the  Humphrey  bill. 
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would  place  REA  back  in  the  status  that  it  was  after  it  had  been 
transferred  to  the  Department  of  Agriculture,  as  an  independent 
agency  attached  thereto,  but  before  the  operation  of  the  1953  re¬ 
organization  measure.  Is  that  correct? 

Senator  Curtis.  I  think  the  chairman  has  stated  it  well. 

Senator  Holland.  In  other  words,  you  prefer,  and  your  program  is, 
to  make  it  completely  independent  from  the  Agriculture  Depart¬ 
ment  ? 

Senator  Curtis.  That  is  correct. 

Senator  Holland.  Whereas  the  other  program  is  to  make  it  an  in¬ 
dependent  agency  in  the  Department  of  Agriculture. 

Senator  Curtis.  That  is  correct,  Mr.  Chairman. 

Any  member  of  the  Cabinet  is  a  part  of  the  administration.  His 
job  is  political.  We  cannot  improve  the  REA  service  by  getting  it 
involved  in  whatever  controversy  or  politics  might  arise  as  to  what 
is  a  good  wheat  program  or  a  good  cotton  program  or  a  good  tobacco 
program,  or  these  other  matters  that  must  have  Department  of  Agri-  g 
culture  attention.  It  is  a  lending  program.  It  has  some  characteris-  * 
tics  similar  to  the  Farm  Credit  Administration.  I  believe  it  has  such 
high  standards  that  it  will  add  to  its  respect  and  support  from  the 
Congress  as  an  independent  agency. 

Senator  Holland.  I  was  interested  in  your  comment  to  the  effect 
that  you  thought  that  appropriations  for  the  REA  under  your  pro¬ 
gram  could  still  be  handled  by  the  subcommittee  of  the  Appropria¬ 
tions  Committee  which  handles  agricultural  appropriations. 

Just  how  do  you  propose  that  to  be  accomplished? 

Senator  Curtis.  It  should  be  handled  by  statute.  I  believe  it  could 
be  done  by  mere  reference  by  the  chairman  of  the  Agriculture  Com¬ 
mittee,  but  I  may  be  wrong  about  that.  I  pointed  out  that  my  dis¬ 
tinguished  cosponsor  is  chairman  of  the  committee  that  has  always 
handled  those  appropriations. 

Senator  Holland.  I  have  had  this  recent  experience,  which  I  would 
like  you  to  comment  on :  The  subcommittee  of  which  I  am  chairman, 
the  Subcommittee  on  Commerce  and  Related  Agencies,  has  always 
handled,  since  the  passage  of  the  Monroney-La  Follette  Act,  appropri¬ 
ations  for  both  the  CAA  and  the  CAB.  The  Congress  at  its  last  ses¬ 
sion  passed,  as  you  know,  the  measure  setting  up  an  independent  M 
agency,  the  Federal  Aviation  Administration,  and  the  appropriations  ^ 
for  all  the  civilian  aviation  agencies  now  center  in  that. 

Immediately  the  other  body  in  organizing  its  work  transferred  the 
appropriations  in  those  fields  from  the  subcommittee  which  I  have 
mentioned,  of  which  I  am  the  chairman  in  the  Senate,  to  the  sub¬ 
committee  that  handles  independent  agency  appropriations. 

The  chairman  of  the  Senate  Committee  on  Appropriations  has 
ruled  that  since  the  measure  will  reach  the  Senate  after  consideration 
by  the  House  in  a  bill,  a  House  bill  prepared  and  brought  out  of  the 
House  committee  handling  independent  agencies,  that  we  have  no 
choice  other  than  to  put  it  over  in  that  committee. 

It  makes  no  difference  whatever  to  me,  because  I  happen  to  be  a 
member  of  both  subcommittees,  but  I  call  attention  to  that  as  illustra¬ 
tive  of  what  may  happen. 

I  ask  for  the  comment  of  the  distinguished  Senator  from  Nebraska 
as  to  how  he  would  expect  to  avert  similar  handling  of  the  REA  in 
the  event  of  the  passage  of  his  bill. 
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Senator  Curtis.  My  answer  is  twofold:  I  believe  it  could  be  han¬ 
dled  by  a  rule.  If  it  is  the  will  of  the  Congress  to  enact  this  bill,  I 
assume  they  could  very  easily  assert  their  wishes  on  this.  I  can  de¬ 
tect  no  opposition. 

The  controversy  has  been  on  the  side  issues,  the  power  projects  that 
come  from  a  different  Department  and  are  not  under  REA. 

Senator  Holland.  The  point  I  make,  though,  is  this:  that  under 
the  committees  handling  the  independent  agency  appropriations,  and 
there  are  able  committees  on  both  sides,  you  will  find  men  who  have 
specialized  in  such  matters,  let  us  say,  as  the  Veterans’  Administra¬ 
tion,  and  any  of  the  other  many  independent  agencies  that  comprise 
the  total  group ;  whereas,  in  the  Agriculture  Appropriations  Subcom¬ 
mittee  you  will  find  men  who,  over  a  period  of  years,  have  specialized 
in  the  field  of  agriculture  appropriations,  including  the  REA. 

I  know  that  this  matter,  which  I  bring  into  the  record,  does  give 
concern  to  some  of  the  members  of  this  committee.  It  is  for  that 

I  reason  that  I  am  inviting  the  distinguished  Senator  to  give  his  full 
Expression  upon  that  matter. 

Is  it  his  view  now  that  his  bill  should  include  a  provision  specifi¬ 
cally  finding  that  the  REA,  though  an  independent  agency,  should 
have  its  appropriations  handled  through  the  Appropriations  Sub¬ 
committees  of  both  Houses  that  handle  agricultural  appropriations? 
Senator  Curtis.  That  would  certainly  meet  with  my  approval. 
Senator  Holland.  Is  that,  in  your  judgment,  the  best  way  to  meet 
this  point? 

Senator  Curtis.  I  think  that  would  be  the  most  certain  way. 
Senator  Holland.  Senator  Talmadge  ? 

Senator  Talmadge.  No  questions. 

Senator  Holland.  Senator  Mundt  ? 

Senator  Mundt.  I  will  say  to  Senator  Curtis  that  I  favor  passage 
of  S.  75,  or  the  bill  which  Senator  Humphrey  has  introduced  which 
is  before  another  committee  of  which  I  am  also  a  member. 

I  am  a  little  bit  persuaded  in  favor  of  an  independent  status  of 
REA  if  we  do  not  lose  anything  by  making  such  a  switch,  because 
it  has  been  my  observation  that  Secretaries  of  Agriculture  vary  from 
the  standpoint  of  the  degree  to  which  they  wish  to  exercise  the  author¬ 
ity  for  which  they  are  responsible. 

|  I  can  envision  at  any  time  a  Secretary  of  Agriculture  who  is  very 
diligent  and  very  prudent  and  very  proper  in  trying  to  be  sure  that 
everything  under  his  jurisdiction  is  handled  correctly,  and  according 
to  his  likes  and  views,  injecting  himself  into  an  REA  matter  so  long 
as  it  is  left  in  his  Department  and  he  is  held  responsible  for  it. 

Some  Secretaries  of  Agriculture  might  be  unwilling  just  to  sit  by 
and  have  an  adjunct  of  the  Department  functioning  in  the  manner  in 
which  he  did  not  consider  proper,  if  it  were  left  in  his  Department. 

So  if  it  could  be  made  a  completely  independent  organization  and 
agency,  as  you  say,  which  was  recommended  by  Clyde  Ellis  in  1945 
and  suggested  by  Senator  Lucas’  bill  and  others,  if  we  could  do  that 
without  losing  anything  of  the  value  to  REA,  I  think  I  would  favor 
the  S.  75  approach  to  the  other  approach. 

However,  I  am  concerned  about  the  matter  that  the  chairman  of  the 
committee  has  brought  up,  because  I  serve  on  a  Senate  subcommittee 
of  appropriations  dealing  with  agriculture,  and  have  served  on  the 
Independent  Offices  Committee. 
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What  Senator  Holland  says  is  correct,  in  the  main.  The  Senators 
of  the  Agriculture  Subcommittee  are  recruited  from  the  farming  areas 
of  people  who  deal  with  agricultural  problems.  In  the  main,  most  of 
the  independent  agencies  members  tend  to  deal  with  things  in  urban 
communities,  and  things  related  to  the  business  world,  as  against  the 
farming  world. 

So  I  would  suggest  to  the  sponsor  of  this  bill,  Senator  Curtis,  that 
he  confer  with  Ins  distinguished  coauthor,  Senator  Russell,  who  is 
chairman  of  the  Senate  Agricultural  Subcommittee,  who  has  had  an 
abundance  of  experience  in  that  position,  who  certainly  is  intimately 
aware  of  the  problems  discussed  by  Senator  Holland  and  by  me,  and 
that  you  confer  with  Senator  Russell  about  procedures  which  would 
protect  the  appropriations  of  REA,  if  S.  75  became  a  law,  so  that 
they  can  continue  to  be  handled  by  the  subcommittee  which  has  been 
handling  them,  which  is  familiar  with  the  problems,  which  is  sympa¬ 
thetic,  to  REA  and  which  understand  rural  problems. 

As  Senator  Holland  has  suggested,  it  would  occur  to  me  that  by  a^ 
very  minor  amendment  added  to  S.  75  on  section  3,  this  can  be  made^ 
certain  and  positive.  I  think  it  should  not  be  left  to  the  rules  of  the 
House  for  tins  additional  reason,  Mr.  Chairman : 

I  think  it  is  highly  important  that  whichever  committee  handles  it 
in  the  House  handles  it  in  the  Senate  because  these  things  all  go  to 
conference.  The  conferees  on  agricultural  matters  know  each  other 
and  understand  each  other’s  mannerisms  and  peculiarities  and  points 
of  view,  because  we  wrestled  out  there  on  the  canvas  every  year. 

1  think  that  it  is  good  that  you  have  the  subcommittees  who  have 
worked  together  in  the  two  Houses  to  continue  to  work  together  on 
REA  problems.  I  think  it  would  be  highly  unfortunate  if  the  Senate, 
as  we  might  well  decide — if  S.  75  becomes  law — continued  to  handle 
it  by  the  Agricultural  Subcommittee  and  the  House  picks  the  inde¬ 
pendent  officers. 

So  I  think  that  whatever  decision  is  made  should  be  made  by  statute, 
should  be  made  clear,  should  be  applicable  to  both  Houses  of  Con¬ 
gress. 

So  I  just  renew  my  suggestion  that  you  report  back  to  the  chairman 
of  our  committee  in  writing  after  conference  with  Senator  Russell 
as  to  what  you  think  we  should  do.  A 

Senator  Holland.  Senator  Young?  % 

Senator  Young.  No  questions. 

Senator  Holland.  Senator  Schoeppel  ? 

Senator  Schoeppel.  I  have  no  questions. 

Senator  Holland.  Senator  Ellender? 

Senator  Ellender.  The  only  thing  I  would  like  to  find  out  from  my 
friend  from  Nebraska  is  this: 

If  we  return  the  agency  to  where  this  committee  authorized  it  to  be 
put  in  1939,  which  was  more  or  less  as  an  independent  agency,  what 
difference  would  there  be  in  placing  it  entirely  by  itself  and  not  under 
Agriculture?  What  advantage  would  there  be?  We  want  to  better 
it,  of  course,  as  you  know.  As  far  as  I  am  concerned,  I  don’t  recall 
having  heard  very  much  criticism  of  the  operations  of  the  REA  so 
long  as  it  was  under  Agriculture  as  a  more  or  less  independent  agency. 
That  is  what  I  believe  Senator  Humphrey  is  desirous  of  doing  now. 

If  we  can  adopt  the  so-called  Humphrey  bill  and  create  REA  as  an 
independent  agency,  but  within  the  Department  of  Agriculture,  I  can’t 
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see  what  advantage  there  would  be  in  enactment  of  your  bill  and  then 
amending  it,  as  Senator  Mundt  says,  to  let  the  appropriations  he 
made  under  Agriculture.  If  you  do  that,  your  budget  may  have  to 
be  made  by  Agriculture. 

Senator  Curtis.  I  appreciate  the  senior  Senator’s  views. 

Why  put  it  in  the  Department  of  Agriculture  unless  you  expect 
the  Secretary  of  Agriculture  to  control  it?  It  is  independent — make 
it  independent.  Do  not  leave  it  in  an  area  of  confusion. 

I  am  afraid  that  agricultural  matters  in  the  foreseeable  future  are 
going  to  be  controversial  matters.  I  think  they  will  always,  to  a 
measure,  be  partisan  matters. 

I  think  here  we  have  a  lending  agency  comparable  to  the  Farm 
Credit  Administration,  and  by  completely  freeing  it  we  will  establish 
greater  confidence  in  it  and  it  will  serve  the  rural  people  of  America 
better. 

Senator  Ellender.  As  the  Senator  knows,  when  the  act  was  origi¬ 
nally  enacted  in  1935  it  was  created  as  a  separate  independent  agency, 
and  after  study  this  committee  thought  it  best  to  put  it  under  Agricul¬ 
ture  as  a  more  or  less  independent  agency.  That  is  the  way  it  op¬ 
erated  until  the  Reorganization  Act  of  1953  which  placed  it  where  it 
is  now. 

It  strikes  me  that  since  we  have  had  experience  as  an  independ¬ 
ent  agency,  and  the  Congress  thought  after  trial  of  several  years  that 
it  was  best  to  put  it  under  Agriculture  that,  to  my  way  of  thinking, 
that  is  where  it  belongs,  unless  some  strong  reasons  can  be  advanced 
to  make  it  an  independent  agency.  My  fears  have  been  expressed  by 
my  friend  from  South  Dakota,  and  by  friend  from  Florida,  that 
from  its  inception  it  was  primarily  a  matter  connected  with  Agricul¬ 
ture.  Although  it  was  connected  with  Agriculture  at  its  inception, 
Senator  Norris  and  others  proceeded  to  make  it  an  independent  agency. 
Later  on  this  committee  found  out  that  it  could  serve  its  purpose  bet¬ 
ter  if  it  were  placed  under  Agriculture  as  an  independent  agency. 

I  would  like  to  get  some  reasons  in  the  record,  if  you  can  offer 
them. 

Senator  Curtis.  I  think  I  have  offered  them.  For  example,  I  do 

(not  think  we  should  put  anything  in  the  Department  of  Commerce 
that  we  do  not  expect  the  head  of  the  Department  of  Commerce  to 
control  or  operate,  or  in  any  other  department. 

I  think  if  we  are  going  to  give  it  an  independent  status,  make  it 
clear-cut,  and  remove  it  from  the  Department,  because  farm  legis¬ 
lation,  I  believe,  is  going  to  be  controversial. 

Senator  Ellender.  Is  there  any  evidence  indicating  that  so  long 
as  the  REA  was  under  Agriculture  as  an  independent  agency,  and 
until  it  was  changed  in  1953,  that  it  wasn’t  operated  as  it  should 
have  been  ? 

Senator  Curtis.  No. 

Senator  Ellender.  I  do  not  know  of  any. 

Senator  Curtis.  There  was  none  produced  since  the  1953  act. 
Senator  Ellender.  That  is  right 

It  made  its  greatest  progress  while  it  was  under  Agriculture, 
where  it  received  sympathetic  reviews  by  the  Department  that  was 
interested  in  the  farmer. 

Senator  Curtis.  But  I  sat  through  those  hearings  in  the  Govern¬ 
ment  Operations  Committee  and  I  asked,  I  think,  every  witness  who 
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appeared  when  I  was  there,  if  they  had  any  difficulty,  if  their  loans 
had  been  denied,  and  they  said,  no.  But  notwithstanding  that,  there 
appears  to  be  fear  and  concern  and,  very  frankly,  my  bill,  perhaps, 
would  never  have  been  introduced  if  the  first  step  had  not  been  made 
to  make  partially  independent. 

It  is  my  feeling  that  if  we  do  anything,  that  we  should  make  it 
completely  independent. 

Senator  Ellender.  You  have  answered  my  other  question. 

Senator  Schoeppel.  Mr.  Chairman,  I  would  like  to  ask  a  question. 

Senator  Holland.  Senator  Schoeppel. 

Senator  Schoeppel.  Maybe  some  of  the  other  members  of  the  com¬ 
mittee  could  enlighten  me  on  this.  Assuming  that  it  would  be  made 
an  independent  agency,  such  as  the  distinguished  Senator  from  Ne¬ 
braska  has  indicated,  would  that  entail  a  duplication  of  any  staff,  or 
would  it  require  additional  staffing  that  is  now  utilized  in  the  Agri¬ 
cultural  Department?  Would  it  require  a  different  independent 
status  ?  Would  we  have  additional  expenses  involved  ?  % 

Senator  Curtis.  I  would  not  think  so. 

Senator  Holland.  There  are  two  things.  I  assume  since  there 
has  been  no  mention  of  the  rural  telephone,  that  since  it  is  now  being 
administered  by  the  REA,  all  the  comments  made  apply  equally  to 
the  KEA  program  and  rural  telephone  program.  Is  that  correct? 

Senator  Curtis.  That  is  correct. 

Senator  Holland.  There  is  one  thought  that  I  would  like  to  inject 
and  then  ask  the  Senator’s  opinion  on  it. 

I  have  sat  on  the  Appropriations  Committee  now  for  some  years 
and  I  have  noted  that  public  power,  with  the  exception  of  this  agri¬ 
cultural  power,  which  is  primarily  regarded  as  agricultural,  has 
always  been  highly  controversial  in  the  committee.  I  refer  to  TVA, 
which  is  the  longest  standing  other  public  power  agency  that  I  can 
think  of  that  comes  before  our  committee,  and  then  later  the  Atomic 
Energy  Commission  ventures  into  the  manufacture  of  public  power. 
They  have  been  fraught  with  very  many  material  arguments  and 
controversies,  both  in  the  full  committee  and  on  the  floor,  as  the 
Senator  knows. 

It  seems  to  me  that  there  is  a  value  in  retaining  a  setup  unde# 
which  it  is  made  completely  clear  that  the  agricultural  tie-in  wits' 
REA  is  always  a  dominant  factor  in  connection  with  it,  because 
there  has  never  been,  to  my  recollection,  any  material  or  substantial 
controversy  during  my  years  of  membership  on  the  committee  that 
handles  REA  appropriations,  as  contrasted  with  these  other  public 
power  agencies,  also  Federal. 

Senator  Curtis.  That  has  been  my  observation,  too,  Senator. 

Senator  Holland.  I  wonder  if  the  Senator  has  any  comment  to 
make  upon  my  apprehension  that  there  might  be  a  lot  of  that  pecu¬ 
liarly  appealing  status  if  REA  be  divorced  from  its  relationship  with 
Agriculture,  which  I  think  must  always  be  the  dominent  field  of 
service  of  REA. 

Senator  Curtis.  I  think  not. 

Senator  Holland.  You  think  not? 

Senator  Mundt.  Mr.  Chairman  ? 

Senator  Holland.  Senator  Mundt. 
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Senator  Mundt.  I  wonder  if  the  chairman  didn’t,  perhaps  through 
inadvertence,  leave  an  implication  which  he  might  not  have  intended, 
at  least  which  I  would  not  like  to  consider  being  valid  insofar  as  the 
REA  is  concerned. 

He  said  that  by  putting  REA  on  the  same  status  as  “these  other 
public  power  bodies.”  Now,  I  have  always  conceived  of  REA  not 
as  a  puDlic  power  body  but  as  a  private  ownership  enterprise,  that 
these  farmers  who  are  the  patrons  and  who  own  REA  and  operate 
it  through  directors  and  hire  their  own  management  are  private  co¬ 
operatives,  eventually  going  to  own  their  own  power  distribution 
lines,  in  some  places  generating  lines,  and  that  it  is  unfair  to  label 
REA  as  a  public  power  because  they  get  part  of  their  power  from 
public  hydroplants  and  part  of  their  power  from  private  utilities. 
Some  REA’s  get  some  of  their  power  from  private  utilities. 

I  don’t  think  it  is  any  more  correct  to  say  that  REA  is  a  public 
power  because  part  of  their  electricity  comes  from  a  public  power 
installation  set  up  by  the  Bureau  of  Reclamation  than  it  would  be 
to  say  that  Northern  States  Power  Co.  up  in  the  area  represented  by 
Senator  Humphrey  would  be  considered  a  public  power  body,  be¬ 
cause  it  might  buy  part  of  its  power  from  the  Missouri  River 
Hydroelectric. 

I  wonder  if  the  Chair  doesn’t  share  with  me  the  feeling  that  there 
is  a  great  distinction  between  public  power,  as  it  is  generally  con¬ 
ceived,  and  REA,  which  is,  after  all,  financed  by  private  borrowing 
from  the  Federal  Government,  and  which  gets  its  power  where  it 
can  from  public  sources,  where  it  can  do  so  economically,  and  from 
private  sources. 

Senator  Holland.  The  Chair  remembers  that  all  the  farm  credit 
agencies  function  under  the  Federal  Government,  and  properly  so, 
although  they  belong,  under  the  present  law,  to  those  who  operate 
them. 

In  my  concept,  the  REA,  while  it  is  designed  to  belong  to  the  in¬ 
dividual  units  which  subscribed  to  it,  is  financed  from  public  sources, 
and  was  created  by  public  law.  It  does  have  certain  tax  exemptions 
because  of  its  character.  It  isn’t  entirely  comparable  to  other  private 
power  agencies,  of  course. 

Senator  Curtis.  May  I  be  excused,  Mr.  Chairman.  Thank  you 
very  much. 

Senator  Holland.  Very  happy  to  have  had  you. 

Senator  Holland.  The  next  witness  listed  is  Senator  Humphrey. 

STATEMENT  OF  HON.  HUBERT  H.  HUMPHREY,  A  U.S.  SENATOR 
FROM  THE  STATE  OF  MINNESOTA 

Senator  Humphrey.  Mr.  Chairman,  I  listened  with  considerable 
interest  to  the  presentation  on  S.  75.  My  purpose  in  appearing  before 
the  subcommittee,  as  was  indicated  during  the  executive  session  of  the 
full  committee,  was  merely  to  bring  to  the  attention  of  this  subcom¬ 
mittee  the  actions  taken  in  the  Senate  Committee  on  Government 
Operations,  and  the  brief  review  of  the  hearings  that  have  been 
undertaken  there  relating  to  the  Rural  Electrification  Administration, 
particularly  the  Reorganization  Plan  No.  2  of  1953,  and  a  bill  that  had 
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been  introduced  last  year,  S.  2990,  which  is  identical  to  the  hill  that 
has  been  introduced  this  year,  S.  144. 

S.  2990  of  1958  would  have  stricken  out  those  features  of  the  Reor¬ 
ganization  Plan  No.  2  which  related  to  the  operations  of  the  Rural 
Electrification  Administration. 

S.  144,  which  is  currently  before  the  Senate  Committee  on  Govern¬ 
ment  Operations,  would  do  exactly  the  same  thing. 

The  bill  S.  75,  to  which  Senator  Curtis  has  just  testified,  the  so-called 
Curtis-Russell  bill,  would  take  the  REA  back  to  the  status  that  it 
enjoyed  in  1935  or  1936.  As  Senator  Ellender  has  pointed  out,  they 
enjoyed  that  status  until  1939.  In  1939,  through  the  Reorganization 
Act  passed  at  that  time,  the  REA  was  made  an  independent  agency- 
under  the  general  supervision  and  direction  of  the  Secretary  of  Agri¬ 
culture,  in  the  Department  of  Agriculture. 

Now,  I  have  a  very  brief  statement  which  I  thnk  will  go  directly 
to  the  points  that  have  been  raised  here  today. 

Mr.  Chairman,  along  with  23  cosponsors,  I  have  introduced  a  bill  J 
dealing  with  the  functions  of  the  Rural  Electrification  Administration.  * 
I  would  like  to  discuss  briefly  the  differences  between  the  proposal 
now  before  this  subcommittee,  S.  75,  and  my  bill,  S.  144. 

The  latter,  which  was  referred  to  the  Committee  on  Government 
Operations,  has  been  favorably  reported  by  the  subcommittee. 

The  bill  which  this  subcommittee  has  under  consideration,  S.  75, 
would  take  the  Rural  Electrification  Administration  completely  out 
of  the  jurisdiction  of  the  Department  of  Agriculture,  and  establish  a 
separate  and  independent  agency. 

At  first  glance,  this  proposal  seems  attractive  because  the  REA 
would  no  longer  be  under  the  domination  of  the  Secretary  of  Agricul¬ 
ture,  regardless  of  who  that  Secretary  of  Agriculture  might  be  at 
any  time. 

However,  over  the  years,  REA  has  definitely  benefited  from  being 
a  part  of  the  Department  of  Agriculture. 

I  digress  to  point  out  that  the  Department  of  Agriculture  has,  in 
a  sense,  given  additional  prestige  to  the  REA  in  terms  of  presentations 
the  Department  has  made  to  Congress,  because  REA’s  needs  have  been 
part  of  an  overall  departmental  budget  proposal. 

It  is  not  my  belief  that  Secretary  Benson  should  be  the  dominant  4 
person  in  this  controversy  over  what  should  happen  to  the  Rural  ^ 
Electrification  Administration  because  that  is  getting  into  personali¬ 
ties  rather  than  getting  into  the  operation  and  management  of  a  very 
important  agency. 

Farmers  and  rural  residents  have  benefited  from  REA’s  close  asso¬ 
ciation  over  the  years  with  the  Department  of  Agriculture.  The 
program  objectives  have  been  oriented  toward  people  instead  of  toward 
kilowatts  alone,  as  might  well  be  the  case  if  REA  were  operated 
solely  as  a  power  and  a  loan  agency  on  an  independent  basis. 

Also,  I  think  you  will  agree  with  me,  as  part  of  the  Department 
of  Agriculture  REA  has  had  the  benefit  of  working  with  those  com¬ 
mittees  of  the  Congress  whose  members  are  most  interested  in  rural 
affairs.  This  has  been  the  subject  of  considerable  discussion  this 
morning,  and  I  might  point  out  that  when  you  establish  a  completed 
independent  agency  entirely  outside  of  the  Department  of  Agriculture, 
it  is  entirely  probable  that  the  legislative  jurisdiction  over  the  agency 
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known  as  REA  would  not  be  in  this  Committee  on  Agriculture. 
Where  it  would  end  up  could  easily  be  in  Interstate  and  Foreign 
Commerce  as  an  independent  agency  or  some  other  committee  of 
Congress,  unless  you  specifically  state  it  again  in  the  legislation  that 
it  must  go  to  such  a  committee,  which  is  most  unusual  procedure,  and 
which,  by  the  way,  would  require  House  concurrence. 

Senator  Ellender.  I  wonder  if  the  Senator  would  explain  that 
for  the  record. 

Senator  Holland.  Will  the  Senator  yield? 

Senator  Humphrey.  Of  course ;  yes,  Mr.  Chairman. 

Senator  Ellender.  I  wonder  if  the  Senator  would  explain  for  the 
record  why  it  is  that  the  bill  that  he  is  sponsoring  will  be  reported  by 
a  committee  different  than  the  one  we  are  before  now  ? 

Senator  Humphrey.  Because  we  are  not  dealing  at  all  with  what  is 
the  substance  of  legislative  policy.  We  are  dealing  strictly  with  the 
reorganization  plan  which  was  processed  through  the  Committee  on 
^Government  Operations,  and  there  seems  to  be  a  feeling  that  it  might 
have  been  better  now  if  we  hadn’t  done  that,  so  we  are  reversing 
the  field. 

Senator  Ellender.  As  the  Senator  remembers,  the  committee  was 
not  willing  to  lose  jurisdiction  over  REA  matters,  but  it  finally  con¬ 
cluded  that  since  the  objective  of  the  Senator’s  bill  was  simply  to 
restore  the  status  of  REA  as  in  1939,  a  matter  which  had  been  thor¬ 
oughly  discussed  by  the  committee — by  this  committee — and  presented 
to  the  Congress,  that  all  you  did,  and  what  you  are  attempting  to  do 
now,  is  to  really  amend  the  Reorganization  Act  and  the  action  taken 
in  the  Reorganization  Act  of  1953,  and  place  it  in  the  same  status  as 
was  recommended  by  this  committee  of  the  Congress  in  1953. 

Senator  Humphrey.  You  are  certainly  right. 

In  other  words,  the  action  of  the  Senate  Committee  on  Government 
Operations  in  1953  related  to  a  total  reorganization  plan  for  the 
Department  of  Agriculture. 

By  the  way,  there  was  a  number  of  votes  against  that,  as  you  know. 
I  think  some  of  the  members  of  this  committee  voted  against  that 
reorganization  plan  in  the  Congress. 

Senator  Holland.  You  mean  in  1953? 

V  Senator  Humphrey.  In  1953. 

*  Senator  Holland.  I  voted  against  it  and  spoke  against  it  because  I 
thought  it  was  far  too  sweeping,  and  it  gave  greater  power  to  the 
Secretary  of  Agriculture — and  I  don’t  speak  of  any  individual  Secre¬ 
tary — than  was  warranted,  or  in  my  opinion,  safe  to  give. 

Senator  Humphrey.  In  1954  there  was  a  reorganization  plan, 
which  was  defeated  by  the  Congress.  In  other  words,  the  Congress 
put  firm  objections  to  it  going  into  effect. 

Senator  Holland.  I  think  the  Senator  from  Kansas  and  I  were  the 
authors  of  the  motion  to  disagree  with  it. 

Senator  Humphrey.  That  is  correct.  I  recall  it  very  well. 

I  believe  the  record  will  show  that  I,  too,  voted  against  the  reorgani¬ 
zation  effort  at  that  time  because  of  what  I  thought  were  sweeping 
powers  beyond  those  that  were  required. 

Now,  referring  again  back  to  Senator  Ellender’s  question,  we  seek 
to  do  nothing  new,  Mr.  Chairman,  in  S.  144.  We  seek  only  to  restore 
the  situation  which  existed  up  to  1953,  namely,  the  provision  of  the 
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basic  act  of  1936,  the  Rural  Electrification  Act,  Public  Law  605  of  the 
74  Congress,  plus  the  action  of  1939  which  placed  the  Rural  Electri¬ 
fication  Administration  under  the  “general  supervision  and  direction 
of  the  Secretary  of  Agriculture,  within  the  Department  of  Agricul¬ 
ture.”  This  in  practice  meant  nothing  more  nor  less  than  that  the 
REA  Administrator  had  complete  authority  over  the  REA  loan¬ 
making  functions. 

The  Administrator  was  appointed  by  the  President  and  confirmed 
by  the  Senate.  He  was  to  be  on  a  term  basis  that  was  not  equal  to 
that  of  any  Secretary  of  Agriculture.  I  believe  the  years  of  service 
were  10. 

Furthermore,  only  for  purposes  of  bookkeeping  and  housekeeping 
functions  and  general  presentation  to  the  Congress  was  the  Secretary 
of  Agriculture  to  exercise  jurisdiction.  That  was  the  way  it  devel¬ 
oped,  the  way  it  worked,  and  the  way  it  stood. 

I  simply  believe  that  REA  is  a  vital  part  of  the  rural  scene,  and 
therefore  its  affairs  should  come  before  the  committees  most  directly  | 
interested  and  concerned. 

The  Committee  on  Agriculture  and  Forestry  should  be  the  com¬ 
mittee  for  the  legislative  jurisdiction,  and  the  Subcommittee  on  Agri¬ 
cultural  Appropriations  should  be  the  committee  for  the  financing. 

Lastly,  I  believe  we  should  look  at  the  suggestion  before  us  in  terms 
of  the  whole  administrative  structure.  When  I  say  “the  suggestion 
before  us,”  I  mean  S.  75,  the  independent  agency  proposal.  Sound 
administration  certainly  suggests  that  this  Government  must  be 
simplified  rather  than  be  made  more  complex. 

I  think  we  should  ask  ourselves,  is  it  in  the  national  interest  to 
establish  a  new  agency  when  it  is  possible  to  accomplish  our  objective 
without  doing  so. 

S.  144,  the  bill  favorably  reported  by  the  subcommittee  of  the  Com¬ 
mittee  on  Government  Operations,  retains  REA  as  a  part  of  the  De¬ 
partment  of  Agriculture.  The  Secretary  of  Agriculture  continues  to 
be  the  man  in  charge  of  broad  policy,  and  to  serve  as  the  Cabinet-level 
link  between  the  REA  and  the  President. 

I  might  add  that  if  you  make  it  an  independent  agency  you  have 
no  Cabint  link  whatsoever. 

However,  S.  144  establishes  in  no  uncertain  terms  that  no  one  shall( 
interfere  with  the  Administrator’s  duty  and  responsibility  in  han¬ 
dling  REA  loan  applications.  It  specifically  will  prevent  the  pres¬ 
ent  preemption  of  the  Administrator’s  authority  to  approve  loans 
by  the  Secretary  of  Agriculture,  whoever  he  may  be. 

For  these  reasons  Mr.  Chairman,  I  suggest  that  the  bill  before 
us,  S.  75,  while  it  is  obviously  designed  for  a  good  purpose  and  is  a 
very  well  meaning  bill,  should  not  be  favorably  reported. 

I  feel  that  the  objective  to  which  all  this  is  directed  could  be  well 
accomplished  within  the  context  of  S.  144. 

I  want  to  say  one  final  word.  There  is  no  pride  of  authorship 
about  this  at  all.  There  are  23  bipartisan  cosponsors  with  me  on 
S.  144.  We  have  had  long  hearings  on  the  subject  matter.  I  have 
the  hearings  here,  Mr.  Chairman.  There  are  305  pages  of  testimony 
in  the  hearings  that  we  conducted  last  year. 

I  really  and  truly  believe  that,  if  S.  144  should  be  ultimately  en¬ 
acted  to  repeal  the  action  of  1953  relating  to  REA,  it  would  be  help- 
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ful  to  the  present  Administrator  in  terms,  let  us  say,  of  his  public 
relations.  I  have  no  particular  complaint,  as  Mr.  Hamil  knows,  in 
reference  to  his  operation,  and  I  am  not  here  to  try  to  engage  in 
any  political  polemics  about  REA  and  the  Secretary  of  Agriculture 
or  anybody  else. 

I  just  think  it  is  better  public  policy  to  do  what  we  once  did  as 
a  matter  of  established  procedure.  It  would  calm  the  waters  some¬ 
what  out  on  the  farm  front. 

The  proposal  which  we  offer  in  S.  144  would  unqualifiedly  retain, 
without  any  further  argument  in  the  Congress,  and  without  anybody 
getting  into  any  discussion  as  to  where  the  committee  jurisdiction 
rested,  the  REA  within  the  Department  of  Agriculture,  keep  juris¬ 
diction  in  this  committee  for  legislative  purposes,  and  maintain  ap¬ 
propriations  jurisdiction  in  the  respective  subcommittees  of  the  House 
and  the  Senate.  There  would  not  be  any  doubt  about  it,  no  argu¬ 
ment.  We  would  have  everything  that  we  apparently  seek  to  ac¬ 
complish. 

Finally  I  believe  I  am  correct — and  I  was  last  year — that  the  Na¬ 
tional  Rural  Electric  Cooperative  Association,  the  independent  or 
the  private  group  that  works  with  the  REA  out  in  the  field,  supports 
S.  144.  I  think  there  are  witnesses  here  who  can  indicate  that.  I 
think  that  is  all  I  have. 

Senator  Holland.  They  will  be  heard  later. 

I  would  like  to  ask  you  one  question.  You  know,  of  course,  that 
the  Farm  Credit  Administration  as  now  organized  is  in  the  Depart¬ 
ment  of  Agriculture,  is  a  very  important  part  of  that  Department, 
and  yet  is  controlled  by  a  rather  large  group  of  Governors  confirmed 
by  the  Senate,  it  is  true,  but  all  of  them  hut  one  named  from  the 
nominees  of  the  rural  people  who  own  the  Farm  Credit  Administra¬ 
tion  units  in  the  several  districts. 

Senator  Humphrey.  Yes,  sir. 

Senator  Holland.  In  making  the  decisions,  that  group  acts  of  course 
for  the  great  group  of  farmers  whom  they  represent. 

Would  there  be  anything  particularly  different  between  the  func¬ 
tioning  of  the  Administrator  of  the  REA  under  your  program  as  a 
completely  independent  decider  of  questions  than  the  functioning  of 
the  Directors  of  the  Farm  Credit  Administration  as  an  independent 
group,  whatever  they  are  called  by  authority,  to  run  the  great  and  far- 
flung  activities  of  the  F arm  Credit  Administration  ? 

Senator  Humphrey.  Mr.  Chairman,  it  is  my  belief  that  the  analogy 
that  you  have  given  is  very  pertinent  to  the  proposal  of  S.  144,  the 
proposal  that  I  cosponsored  in  the  Committee  on  Government 
Operations. 

Senator  Holland.  Are  there  any  questions? 

Senator  Mundt.  Yes. 

Senator  Holland.  Senator  Ellen der,  will  you  take  the  Chair?  I 
find  that  I  have  a  commitment  that  I  must  take  care  of. 

Senator  Humphrey.  May  I  at  this  point  ask  to  have  printed  along 
with  my  comments  a  copy  of  S.  144,  with  its  cosponsors,  along  with  a 
marked  page  from  a  prepared  draft  document  of  the  committee  print. 
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(S.  144  and  the  draft  referred  to  are  as  follows :) 

[S.  144,  86th  Cong.,  1st  sess. ] 

A  BILL  To  amend  Reorganization  Plan  Numbered  2  of  1953 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That  section  1  of  Reorganization  Plan  Num¬ 
bered  2  of  1953  shall  not  hereafter  apply  to  the  Rural  Electrification  Administra¬ 
tion,  and  there  are  hereby  transferred  to  the  Administrator  of  the  Rural  Electri¬ 
fication  Administration  all  functions  which  were  transferred  from  the  Adminis¬ 
trator  to  the  Secretary  of  Agriculture  by  such  reorganization  plan ;  and  notwith¬ 
standing  the  provisions  of  section  5  or  Reorganization  Plan  Numbered  2  of  1939, 
or  the  provisions  of  any  other  law,  any  action  of  the  Administrator  of  the  Rural 
Electrification  Administration  with  respect  to  the  approval  or  denial  of  loans 
authorized  to  be  made  under  the  provisions  of  the  Rural  Electrification  Act  of 
1936,  as  amended,  shall  be  the  sole  responsibility  of  the  Administrator. 


Purpose 

The  purpose  of  S.  144  is  to  restore  to  the  Administrator  of  the  Rural  Electrifi¬ 
cation  Administration  the  statutory  authority  for  the  operation  of  the  Rural 
Electrification  Administration  vested  in  him  by  the  Rural  Electrification  Act  of 
1936  (Public  Law  605,  74th  Cong.). 

This  authority  was  transferred  to  the  Secretary  of  Agriculture  by  Reorganiza¬ 
tion  Plan  No.  2  of  1953.  S.  144  provides  that  Reorganization  Plan  No.  2  of  1953, 
which  transferred  all  functions  of  all  officers,  agencies  and  employees  of  the 
Department  of  Agriculture,  with  certain  exemptions  therein  noted,  to  the  Secre¬ 
tary  of  Agriculture,  shall  not  apply  to  the  Rural  Electrification  Administration. 

However,  Reorganization  Plan  No.  2  of  1939,  which  originally  transferred  the 
Rural  Electrification  Administration  to  the  Department  of  Agriculture,  provided 
that  it  should  be  administered  by  the  Administrator  under  the  “general  direc¬ 
tion  and  supervision”  of  the  Secretary  of  Agriculture.  The  Secretary  of  Agricul¬ 
ture  contends  that  the  authority  for  general  direction  and  supervision  of  the 
Rural  Electrification  Administration  granted  him  by  Reorganization  Plan  No.  2 
of  1939  includes  the  power  of  approving  or  rejecting  REA  loans,  citing  various 
court  decisions  to  this  effect. 

The  committee  amendment  would  make  the  authority  vested  in  the  Secretary 
of  Agriculture  by  Reorganization  Plan  No.  2  of  1939  over  the  operations  of  the 
Rural  Electrification  Administration  inapplicable  with  respect  to  the  approval  or 
denial  of  REA  loans  authorized  to  be  made  under  the  provisions  of  the  Rural 
Electrification  Act  of  1936. 

Thus  S.  144,  as  amended,  would  restore  to  the  REA  Administrator  complete  au¬ 
thority  for  the  granting  of  REA  loans  as  the  Rural  Electrification  Act  of  1936 
provided.  The  bill,  however,  would  not  transfer  the  Rural  Electrification  Admin¬ 
istration  from  the  Department  of  Agriculture  where  it  would  continue  to  be 
administered  along  with  the  other  agricultural  credit  agencies. 

Senator  Mundt.  Mr.  Chairman. 

Senator  Ellender  (presiding).  The  Senator  from  South  Dakota. 

Senator  Mundt.  As  I  said  earlier  I  want  to  either  enact  S.  75  or  S. 
144,  whichever  is  the  judgment  of  Congress  it  finally  determines  to  be 
m  the  best  interest  of  the  REA.  As  Senator  Humphrey  knows  I 
gave  him  my  signed  favorable  vote  in  the  subcommittee  and  sup¬ 
ported  S.  144.  1 

Senator  Humphrey.  I  appreciate  it  very  much. 

Senator  Mundt.  I  have  already  mentioned  the  reservation  which 
I  have  toward  S.  75  and  suggest  the  possibility  that  its  cosponsors 
might  want  to  by  amendment  correct  it  so  far  as  jurisdiction  is  con¬ 
cerned.  I  think  that  would  be  very  important.  Personally  I  would 
not  want  to  support  S.  75  without  it. 

I  have  one  reservation  in  connection  with  S.  144  which  I  would  like 
to  discuss  with  Senator  Humphrey.  The  words  “general  supervision 
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unci  direction”  remain  in  the  act  after  we  adopt  S.  144  and  they  would 
still  be  applicable.  As  I  indicated  earlier  those  words  mean  different 
things  to  different  people.  Some  Secretaries  of  Agriculture  might 
be  very  casual  as  to  how  they  exercise  this  supervision  and  direction, 
and  some  might  be  a  little  bit  more  authoritative  in  their  exercise  of 
those  words  and  that  power. 

The  thing  that  I  want  to  be  sure  that  we  avoid  when  we  make  this 
change — I  am  sure  we  are  going  to  make  one  change  or  other — of  in¬ 
jecting  the  Secretary  of  Agriculture,  whoever  it  might  be  at  any 
given  time  of  history,  in  a  position  where  he  can  sort  of  serve  as  a 
screening  device  for  REA.  I  do  not  want  that  to  happen.  It  has  not 
happened,  but  I  do  not  want  to  create  a  situation  where  it  could 
happen. 

I  want  to  ask  Senator  Humphrey  in  the  budgetary  procedure  if 
we  enact  S.  144  and  in  the  representations  made  from  the  standpoint 
of  money  available  to  REA  and  RTA  at  the  executive  level,  at  the 
congressional  level,  can  we  be  sure  if  S.  144  is  enacted  that  moneys 
requested  and  the  moneys  envisioned  as  necessary  by  the  Administra¬ 
tor  of  REA  will  be  presented  directly  to  the  congressional  committee 
or  will  they  first  have  to  be  screened  through  the  Department  of  Ag¬ 
riculture  and  to  the  Secretary  of  Agriculture  and  will  he  have  the 
power  to  cut  them  down  ? 

Senator  Humphrey.  I  think  that  is  the  basic  question  and  that  is 
right  at  the  center  of  the  problem.  Because  of  that,  Senator  Mundt, 
S.  144  took  cognizance  of  that  particular  issue.  Here  is  the  language 
that  clarifies  it  beyond  a  shadow  of  a  doubt. 

Going  back  to  1939  to  the  legislative  athority  of  1939  the  language 
of  “general  direction  and  supervision  of  the  Secretary  of  Agriculture” 
is  in  section  5  of  the  Reorganization  Act  of  1939.  That  was  subject 
to  some  interpretation,  namely,  that  it  might  lend  itself  to  control 
over  funds  and  loan  authority,  the  very  proposition  to  which  you 
refer,  the  fear  that  you  have,  that  I  have,  and  that  REA  cooperatives 
have.  So  here  is  what  we  have  done  in  S.  144.  It  says  as  follows  that 
“Section  1  of  the  Reorganization  Plan  No.  2  of  1953  shall  not  here¬ 
after  apply  to  the  Rural  Electrification  Administration,”  and  “there 
are  hereby  transferred  to  the  Administrator  of  the  Rural  Electrifica¬ 
tion  Administration  all  functions  which  were  transferred  from  the 
Administrator  to  the  Secretary  of  Agriculture  by  such  Reorganiza¬ 
tion  Plan.” 

That  takes  care  of  the  first  part,  namely,  that  the  REA  Administra¬ 
tor  is  restored  to  the  basic  statutory  law  of  1936. 

Let  us  come  to  the  general  supervision  and  direction.  “Notwith¬ 
standing  the  provision  of  section  5  of  the  Reorganization  Plan  No.  2 
of  1939” — -that  is  the  one  I  read  relating  to  the  general  supervision 
and  direction — “or  the  provision  of  any  other  law,  any  action  of  the 
Administrator  of  the  Rural  Electrification  Administration  with  re¬ 
spect  to  approval  or  denial  of  loans  authorized  to  be  made  under  the 
provision  of  the  Rural  Electrification  Act  of  1936  as  amended  shall 
be  the  sole  responsibility  of  the  Administrator.” 

That  is  about  as  clear  as  you  can  get  it. 

Senator  Mundt.  Would  the  Senator  be  willing  to  amend  S.  144 
to  add  one  additional  clause  to  be  sure  we  are  doing  what  we  are  trying 
to  do?  What  the  Senator  has  read  will  take  care  of  the  situation 
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so  far  as  loan  applications  and  loan  approvals.  But  I  would  like  to 
add  to  that  language  “or  in  the  presentation  to  the  committees  of 
Congress  the  representations  and  moneys  required  by  the  REA 
Administrator.” 

In  other  words,  I  want  him  to  be  able  to  come  directly  to  the  Con¬ 
gress  to  make  these  loan  requests.  Let  the  congressional  committees 
vote  them  higher  or  lower  rather  than  the  Cabinet  officers,  the  Sec¬ 
retary  of  Agriculture,  have  the  x'esponsibility  which  they  might  ex¬ 
ercise  sometime  to  reduce  him  below  what  the  independent  agency 
has  required. 

You  know  that  happens  frequently  in  soil  conservation.  It  hap¬ 
pens  in  other  places  legitimately,  because  the  Cabinet  officer  is  in 
charge  of  the  whole  shop.  But  I  do  not  want  him  to  have  the  au¬ 
thority  to  reduce  the  requests  which  are  made  to  Congress  on  behalf 
of  the  REA.  There  is  a  difference  between  the  loan  applications 
and  the  loan  approvals.  That  is  one  thing. 

Senator  Humphrey.  Yes,  sir. 

Senator  Mundt.  If  you  add  the  language  “or  in  making  the  rep¬ 
resentations  to  Congress  in  the  amount  of  money  required”  I  think 
you  have  the  thing  squared  away. 

Senator  Humphrey.  I  personally  would  have  no  objection  to  this. 
I  want  to  say  that  here  is  a  problem  that  you  run  into :  It  is  a  matter 
of  the  President’s  presentation  of  his  total  budget.  An  operation  of 
an  independent  agency  must  be  screened  by  the  President. 

Senator  Mundt.  I  want  to  eliminate  the  intermediate  screening  by 
the  Cabinet  officer,  perhaps  an  apple  polisher  at  times.  He  has  an 
additional  screening,  which  I  would  like  to  eliminate. 

Senator  Humphrey.  Let  me  say  to  you  that  I  surely  feel  that  we 
ought  to  discuss  this  in  the  full  committee  before  S.  144  is  adopted. 
I  would  want,  without  making  any  hasty  decision  on  that,  Senator, 
to  say  that  it  would  be  better  to  take  that  up  at  the  full  committee 
level  and  see  whether  or  not  we  can  arrive  at  language  that  on  the 
one  hand  does  no  deny  the  President  the  overall  fulfillment  of  his 
responsibilities  for  the  presentation  of  a  budget  that  he  believes  is 
a  coordinated  one.  I  don’t  want  to  cripple  any  President’s  hand  in 
that. 

Second,  we  do  not  want  to  get  into  a  situation  where  an  official 
who  is  housed  in  a  department  is  denied  the  chance  to  speak  before 
a  committee.  If  you  want  to  say  that  an  REA  Administrator  is 
permitted  to  appear  before  a  committee,  that  nothing  should  be  done 
to  prevent  the  REA  Administrator  from  presenting  his  particular 
evaluation  before  a  committee,  I  sure  agree  to  that. 

Senator  Mundt.  In  evaluating  the  respective  merits  of  the  two 
bills  and  in  trying  to  seek  the  overall  objective  of  getting  the  greatest 
service  to  REA,  concentrating  the  authority,  being  independent  from 
any  outside  interference,  I  have  at  least  stated  here  for  the  record 
the  reservation  which  I  have  toward  S.  144.  I  also  have  a  reservation 
toward  S.  75.  I  think  either  one  of  those  reservations  could  be 
eliminated  by  some  legislative  carpentry  work  in  the  form  of  amend¬ 
ments. 

I  have  suggested  to  Senator  Curtis  what  I  thought  he  and  Senator 
Russell  could  do  if  the  S.  75  approach  is  to  be  the  one.  I  suggested 
to  Senator  Humphrey  what  I  think  we  could  do  in  the  Committee  on 
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Government  Operations  of  which  I  am  a  member  to  meet  the  par¬ 
ticular  reservation  there. 

As  long  as  we  are  going  to  clear  this  thing  up  I  think  we  should 
eliminate  any  possible  confusion  and  eliminate  any  possible  inter¬ 
ference. 

Senator  Humphrey.  I  say  to  you,  Senator,  that  I  have  no  personal 
objection  to  the  proposal  that  you  are  making,  but  there  were  a  num¬ 
ber  of  cosponsors  for  the  bill.  I  think  we  ought  to  take  that  up.  But 
I  think  in  so  doing  that  we  might  want  to  consult,  to  be  very  frank, 
with  the  ranking  members  of  this  committee  as  to  their  general  at¬ 
titude  on  just  what  these  authorizations  should  be,  because  that  is 
what  we  are  talking  about,  authorization  requests  and  appropriation 
requests. 

Senator  Mundt.  We  are  talking  here  about  appropriation  requests 
because  the  size  of  the  REA  is  governed  by  the  funds  available. 

Senator  Ellender.  I  may  say  if  there  are  any  material  changes  in 
S.  144  that  the  matter  should  come  before  this  committee  because  we 
have  jurisdiction  of  the  whole  subject  matter  as  I  suggested  last 
week.  The  only  reason  why  this  committee  didn’t  insist  that  it  pass 
upon  S.  144  was  that  the  distinguished  Senator  from  Minnesota  made 
it  clear  that  the  only  objective  of  S.  144  was  to  restore  conditions 
pertaining  to  REA  to  the  same  status  that  obtained  in  1939. 

Senator  Humphrey.  And  to  make  it  unmistakably  clear  as  to  what 
that  status  would  be  in  terms  of  the  language  of  S.  144. 

Senator  Ellender.  You  still  feel  even  though  you  would  have  fol¬ 
lowed  the  suggestion  made  to  my  friend  from  South  Dakota  that 
there  wouldn’t  be  any  material  change  that  would  in  any  manner  af¬ 
fect  the  situation  as  it  compared  to  1939  ? 

Senator  Humphrey.  I  clo  not  think  so,  Mr.  Chairman.  That  is  why 
I  said  I  thought  we  ought  to  consult. 

Senator  Ellender.  As  a  matter  of  fact,  Senator  Mundt,  the  mem¬ 
bers  of  the  Appropriations  Committee  are  the  ones  who  finally  pass 
on  that,  irrespective  of  who  presents  the  budget. 

Senator  Mundt.  That  is  right,  but  it  is  a  little  bit  important,  as 
you  know,  to  get  a  budgetary  request  which  is  somewhat  nearer  what 
we  think  the  particular  agency  deserves. 

Senator  Ellender.  As  I  recall,  prior  to  1953  all  of  the  budget  re¬ 
quests  for  REA  were  defended  by  the  Administrator  of  that  agency 
and  I  presume  that  the  same  thing  will  follow  if  we  restore  the  status 
of  REA  to  what  it  was  in  1939. 

Senator  Schoeppel.  Mr.  Chairman. 

Senator  Ellender.  The  Senator  from  Kansas. 

Senator  Schoeppel.  I  regret  that  a  matter  in  which  I  am  vitally 
interested  is  to  be  brought  up  in  the  Senate  this  afternoon  and  I  will 
not  be  able  to  be  here. 

Senator  Ellender.  The  committee  has  permission  to  continue  this 
afternoon  and  I  believe  Senator  Holland  desires  to  continue  it. 

Senator  Schoeppel.  The  matter  before  the  Senate  this  afternoon  is 
the  matter  of  educational  television.  I  am  a  cosponsor  on  that  bill 
with  Senator  Magnuson. 

I  want  to  say  before  I  leave  that  I  have  some  definite  reservations 
on  S.  75.  I  recall  what  the  Senator  from  Florida  said  about  this 
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matter  when  the  Reorganization  Act  was  passed.  I  had  some  definite 
feeling  about  it  at  the  time. 

I  have  far  less  reservations  about  S.  144  than  I  have  for  S.  75.  I 
regret  that  I  will  not  be  here  this  afternoon  to  ask  some  questions 
of  some  of  the  witnesses  who  appear  later,  but  I  shall  read  the  record 
very  carefully. 

Senator  Ellender.  Are  there  any  further  questions  to  ask  Senator 
Humphrey  ?  If  not,  thank  you,  Senator  Humphrey. 

Senator  Humphrey.  Thank  you,  Mr.  Chairman,  very  much. 

(Thereupon,  the  committee  proceeded  to  other  business,  to  recon¬ 
vene  on  this  hearing  in  the  afternoon,  of  the  same  day.) 

AFTERNOON  SESSION 

Senator  Holland.  We  will  now  proceed  to  discuss  S.  75.  Mr.  Scott, 

STATEMENT  OF  KENNETH  L.  SCOTT,  DIRECTOR  OF  AGRICULTURAL 
CREDIT  SERVICES,  U.S.  DEPARTMENT  OF  AGRICULTURE 

Mr.  Scott.  Before  discussing  the  specific  measures,  I  want  to  say 
that  the  REA  programs  have  received  the  constant,  unstinting  sup¬ 
port  of  the  Secretary  and  his  associates  in  the  Department,  including 
myself.  The  Department  of  Agriculture  is  proud  of  REA.  In  fact, 
I  would  say  that  the  rural  electrification  and  telephone  programs  are 
two  of  the  outstanding  services  of  the  Department.  The  unanimity 
of  support  and  praise  with  which  the  programs  have  been  received 
by  farmers  and  other  rural  people,  by  farm  organizations,  and  the 
Congress  attest  to  the  effective  job  which  has  been  done.  Much  of 
the  credit  for  these  outstanding  record  accomplishments  is  due  the 
thousands  of  men  and  women  who  have  been  building  these  systems  in 
the  rural  communities. 

It  is  a  matter  of  real  satisfaction  to  us  to  have  had  part  in  the  great 
contributions  of  these  programs  to  American  agriculture  and  to  the 
national  economy  as  a  whole.  It  is  our  purpose  and  intention  to  aid 
these  local  systems  to  become  stronger  and  better  able  to  meet  the 
growing  needs  of  their  service  areas.  The  record  for  the  past  6  years 
attests  to  this  fact. 

We  recommend  that  S.  75  not  be  enacted.  This  would  reverse  the 
sound  action  taken  20  years  ago.  As  stated  in  the  Department’s  re¬ 
port  on  the  bill : 

Section  5  of  Reorganization  Plan  No.  2  of  1939  transferred  REA  and  its  func¬ 
tions  and  activities  from  independent  status  to  the  Department  of  Agriculture 
and  provided  that  they  be  administered  in  the  Department  by  the  Administrator 
of  the  Rural  Electrification  Administration  under  the  general  direction  and 
supervision  of  the  Secretary  of  Agriculture. 

The  basic  reason  for  the  adoption  of  Reorganization  Plan  No.  2  of  1939  was 
to  improve  the  administrative  management  of  the  executive  branch  by  a  more 
logical  grouping  of  existing  units  and  functions  and  by  a  further  reduction  in 
the  number  of  independent  agencies. 

In  the  message  transmitting  this  plan,  the  President  stated  that  the  work  of 
the  Rural  Electrification  Administration  in  its  educational  as  well  as  its  lending 
functions  is  clearly  a  part  of  the  rural  life  activities  of  the  country  and  should, 
therefore,  be  administered  in  coordination  with  the  agricultural  activities  of  the 
Government.  The  Department  is  justifiably  proud  of  the  record  of  service  and 
achievement  and  the  outstanding  progress  which  has  been  made  during  this 
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period  of  20  years  of  the  administration  of  the  REA  program  within  the  De¬ 
partment  *  *  *. 

The  basic  reasons  for  the  adoption  of  Reorganization  Plan  No.  2  of  1953 
were  to  centralize  in  the  Secretary  of  Agriculture  the  responsibility  and  the 
authority  for  effective  adminstration  within  the  Department  and  to  correct  the 
patchwork  assignment  of  statutory  functions  in  the  Department.  It  was  de¬ 
termined  that  in  this  way  departmental  operations  could  be  simplified  and  made 
more  effective  and  the  Secretary  be  enabled  to  adjust  organization  of  the  De¬ 
partment  in  order  to  achieve  continuous  improvements  in  operations  to  meet 
changing  conditions. 

REA  has  been  an  integral  part  of  the  Department  for  2  years.  It 
came  in  its  infancy  and  has  reached  a  healthy  maturity  as  a  member 
of  the  Agriculture  team.  The  basic  considerations  underlying  the 
reorganization  plans  of  1939  and  1953  apply  as  well  today  as  they  did 
when  adopted. 

Administrator  David  Hamil  is  here  and  will  himself  give  an  ac¬ 
counting  of  his  stewardship  of  REA  as  an  agency  within  the  Depart¬ 
ment  of  Agriculture.  I  will  briefly  cite  a  few  pertinent  facts  from 
the  record  which  indicate  the  outstanding  progress  of  these  rural 
systems  during  the  past  6  years : 

,  ^oa'lls  °f  about  $1.2  billion  have  been  made  during  this  period. 
I  his  is  almost  one-third  of  the  $3.8  billion  approved  since  the  start  of 
the  program — about  25  years  ago. 

2.  Loans  lnive  been  made  more  promptly.  Substantial  savings  in 
expense  and  time  have  accrued  to  borrowers  and  REA  from  the  elimi¬ 
nation  and  simplification  of  procedures. 

3.  Some  800,000  new  consumers  and  180,000  miles  of  line  have  been 
added  to  REA  electric  systems.  About  96  percent  of  our  farms  now 
have  electricity,  and  more  than  half  of  these  farms  are  served  by  REA 
borrowers. 

.  4-  Power  sales  on  REA  systems  have  reached  an  estimated  21.7 
billion  kilowatt-hours  which  is  double  the  sales  in  1952. 

5.  Loans  were  approved  to  provide  facilities  for  1,116,000  kilowatts 
of  generating  capacity,  almost  double  the  total  provided  in  the  pre¬ 
vious  l7l/2  years. 

6.  The  number  of  electrification  borrowers  behind  in  their  loan 
payments  dropped  from  45  to  6.  There  are  nearly  1,000  active  bor¬ 
rowers.  These  systems  have  made  payments  on  principal  and  interest 
in  excess  of  $1  billion.  At  year-end  the  systems  were  ahead  on  their 
payments  in  the  amount  of  $139  million. 

7.  The  net  worth  of  electrification  borrowers  has  more  than  tripled, 
increasing  from  $161  million  to  $512  million  in  the  6  years  of  the 
present  Administration.  On  January  1,  1959,  net  worth  was  about 
16.4  percent  of  total  assets. 

It  has  been  charged,  as  it  appears  from  remarks  published  in  the 
press  and  in  the  Congressional  Record,  that  REA,  under  its  present 
arrangement,  has  been  hampered  in  its  operations  and  is  being  de¬ 
stroyed.  _  The  record  shows  how  completely  false  are  such  charges  of 
obstruction  and  destruction. 

It  is  claimed  that  the  Secretary  has  taken  away  the  authority  of 
the  Administrator  to  approve  loans.  This  is  not  so.  The  Department 
has  made  no  substantial  change  in  REA  organization  or  policies.  Nor 
has  it  transferred  any  powers  or  functions  from  REA.  Secretary 
Benson  has  testified  and  publicly  stated  on  several  occasions  that  he 
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will  make  no  changes  in  the  REA  organization  without  consulting 
with  the  Congress  and  giving  public  notice  before  such  changes 
become  effective.  The  Secretary  has  adhered  fully  to  this  promise. 

In  June  of  1957  Mr.  Ilamil  was  asked  to  refer  to  me,  for  my 
information  and  possible  discussion,  contemplated  loans  of  a  half 
million  dollars  and  more  and  loans  to  new  borrowers.  This  request 
is  no  way  curtailed  the  Administrator’s  authority  for  final  approval 
of  new  loans.  Not  a  single  loan  application  has  been  turned  down  at 
my  request  or  suggestion — nor  have  any  been  unduly  delayed.  The 
review  of  these  loans  has  given  me  a  broad  picture  and  a  better 
understanding  of  the  operations  of  the  REA  systems.  This  has 
enabled  me  to  more  effectively  handle  matters  relating  to  policies 
and  procedures  intended  to  accomplish  the  purposes  of  the  act. 

Recently  we  have  changed  the  arrangement  so  that  only  generation 
and  transmission  loans  of  a  million  dollars  or  more  and  loans  to  new 
telephone  borrowers  are  referred  to  me  for  review.  This  procedure 
is  working  smoothly  and  has  in  no  way  hampered  REA’s  effective 
operation.  We  intend  to  assist  in  improving  the  service  to  the  bor¬ 
rowing  systems,  and  in  no  way  impede  or  detract  from  it. 

It  has  been  said  also  that  REA  would  be  destroyed  if  the  Depart¬ 
ment’s  legislative  recommendations  are  enacted  into  law.  That  claim  is 
completely  erroneous.  It  attributes  to  the  Department  and  this 
Administration  a  motive  which  we  firmly  deny.  On  the  contrary, 
the  record  of  our  administration  of  this  program  shows  that  we  have 
consistently  and  effectively  supported  these  systems. 

To  carry  out  the  recommendations  of  the  President  in  his  budget 
message  for  1960,  the  Department  is  in  the  process  of  preparing  for 
submission  to  the  Congress,  legislation  which  would  adjust  the  in¬ 
terest  rate  to  reflect  the  cost  of  money  to  the  Treasury  and  also  to 
broaden  the  sources  of  capital  for  the  borrowers.  This  would  replace 
on  future  loans  the  fixed  rate  of  2  percent  established  15  years  ago 
when  financial  conditions  and  the  state  of  progress  of  the  REA  pro¬ 
grams  were  quite  different  from  what  they  are  today.  There  would 
be  no  change  in  the  interest  rate  on  loans  totaling  nearly  $4  billion 
which  have  been  approved. 

The  REA  systems  have  progressed  to  the  extent  that  they  are  now 
able  to  start  using  some  private  loan  funds  along  with  Federal  funds. 
This  proposal  is  in  keeping  with  the  traditional  pattern  of  the  Federal 
Government  in  encouraging  businesses  to  go  forward  with  less  de¬ 
pendence  on  Government  resources  after  they  have  become  well  estab¬ 
lished.  The  transition  from  complete  Federal  financing  to  private 
financing  can  be  made  in  an  orderly  and  gradual  manner.  We  believe 
this  can  be  accomplished  in  a  way  that  will  not  work  a  hardship  on 
any  rural  system  or  its  consumers. 

Recently  the  President  again  stated  the  Administration  policy  when 
he  expressed  the  sincere  desire  to  see  the  REA-financed  systems  be¬ 
come  even  stronger  and  more  self-sufficient. 

REA  and  REA  systems  have  changed  a  great  deal  since  1944  when 
the  present  financing  pattern  was  established.  Rural  industrial  and 
nonfarm  residential  consumers  now  account  for  more  than  half  of  the 
total  power  load  on  these  systems  and  their  proportion  of  total  sales 
is  expected  to  increase.  The  nonfarm  loads  in  the  future  will  account 
for  a  large  part-  of  the  loan  requirements  for  increased  capacity. 
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About  75  percent  of  the  more  than  100,000  new  consumers  being 
added  annually  are  nonfarm  consumers.  These  nonfarm  consumers 
are  just  as  eligible  under  the  act  as  farm  families.  The  large  per¬ 
centage  of  increase  in  nonfarm  consumers  and  the  heavy  investment 
in  plant  and  facilities  to  serve  their  needs  is  the  result  of  rapid  growth 
and  development  that  is  occurring  in  many  rural  areas  throughout  the 
country. 

Ihe  service  areas  of  many  of  these  rural  electric  systems  have 
changed  from  a  farming  area  with  only  small  communities  to  an  ex¬ 
tensively  developed  and  rapidly  growing  area.  During  this  period  of 
about  25  years  the  basic  loan  authority  in  the  Rural  Electrification 
Act  has  remained  substantially  the  same.  The  act  authorizes  the 
advancement  of  loan  funds  to  serve  any  rural  consumer  who  is  not 
receiving  central  station  service. 

In  addition  to  providing  for  the  increased  power  requirements  of 
existing  consumers,  REA  loans  commonly  provide  funds  to  extend 
service  to  new  housing  subdivisions,  or  new  industrial  plants  of 
various  sizes,  to  recreational  and  resort  facilities,  or  street  lights  for 
small  communities.  Occasionally  the  purpose  of  the  loan  will  be  to 
extend  lines  to  a  new  oil  and  gas  field  or  to  a  large  mining,  lumber,  or 
other  industrial  plant  in  a  remote  area. 

Sometimes  these  profitable  payloads  make  it  possible  for  the  first 
time  to  extend  service  to  isolated  farm  and  ranch  families.  Gen¬ 
erally,  this  expansion  in  profitable  nonfarm  loads  is  contributing 
substantially  to  the  growth  in  system  net  worth. 

These  rural  systems  have  made  tremendous  growth  since  the  REA 
program  was  started  25  years  ago.  These  systems  have  a  very  favor¬ 
able  outlook  for  continued  growth  and  development.  We  think  it 
would  be  in  their  best  interest  to  start  making  long-range  plans  to 
adequately  meet  their  future  requirements.  We  stand  ready  to  join 
with  representatives  of  these  systems  in  developing  such  long-range 
plans — carefully  tailored  to  their  particular  needs. 

To  summarize :  Ihe  Department  of  Agriculture  is  in  accord  with 
the  views,  as  I  have  already  stated,  expressed  in  Senate  Resolution  21, 
and  we  are  opposed  to  the  enactment  of  S.  75. 

Mr.  Chairman  and  members  of  the  committee,  I  thank  you,  and  I 
will  either  respond  to  questions  now,  or  let  Mr.  Hamil  give  a  short 
statement. 

Senator  Holland.  Senator  Aiken,  do  you  have  questions  with  refer¬ 
ence  to  S.  75  that  you  would  like  to  ask  Mr.  Scott  ? 

Senator  Aiken.  No,  Mr.  Chairman.  I  am  familiar  with  the  work 
of  the  REA  under  Mr.  Hamil  and  under  Mr.  Nelson,  and  if  you  want 
to  go  all  the  way  back,  it  has  done  an  excellent  job  and  it  has  done  a 
particularly  fine  job  in  the  past  5  years.  While  I  am  always  ready 
to  listen  to  testimony  with  an  open  mind  and  not  make  up  my  mind  un¬ 
til  the  time  comes,  I  will  have  to  admit  that  at  this  moment  I  can’t 
see  any  great  advantages  to  be  gained  by  setting  up  an  independent 
agency  or  changing  the  system  which  has  worked  so  well  up  to 
now. 

That  doesn’t  mean  that  I  will  agree  with  every  recommendation, 
however,  made  by  the  administration  as  to  the  future  operations  of 
the  REA.  And  it  doesn’t  mean  that  I  will  agree  in  part.  But  we 
will  cross  that  bridge  when  we  come  to  it.  They  have  done  a  good 

job. 
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Senator  Holland.  All  right,  Mr.  Hamil. 

STATEMENT  OE  DAVID  A.  HAMIL,  ADMINISTRATOR,  RURAL 

ELECTRIFICATION  ADMINISTRATION,  U.S.  DEPARTMENT  OF 

AGRICULTURE 

Mr.  Hamil.  With  respect  to  the  proposal  to  reestablish  REA  as  an 
independent  agency  of  the  Federal  Government,  I  see  nothing  to  be 
gained  and  perhaps  much  to  be  lost  by  such  a  move.  I  had  no  direct 
experience  with  REA  prior  to  1939,  when  it  became  a  part  of  the 
Department  of  Agriculture.  When  I  entered  office,  I  found  a  hard¬ 
working  devoted  group  of  employees  in  REA  doing  what  is  generally 
recognized  as  an  outstanding  job  in  helping  rural  America  obtain  and 
keep  modern  and  dependable  power  and  communication  service. 
Many  of  these  employees  had  been  with  the  agency  since  its  inception. 

I  made  no  changes  of  any  consequence  in  the  staffing  pattern  or  in  the 
staff  itself.  I  know  of 'no  staff  changes  I  would  make  if  the  reor-  | 
ganization  proposal  were  to  become  law. 

One  of  my  first  tasks  was  to  acquaint  myself  with  basic  program 
policies  and"  procedures.  Most  of  these  were  long  standing  and  time 
proven.  They  are  under  constant  examination  to  determine  whether 
they  are  working  or  need  change. 

I  am  going  to  add  right  there  that  any  time  we  find  a  better  method 
of  doing  something,  Mr.  Chairman,  we  are  going  to  put  it  into  our 
program,  and  until  we  do,  we  are  going  to  continue  to  follow  what 
has  been  proven  to  be  a  good  method. 

I  also  found  myself  a  part  of  a  team  of  agricultural  officials  in  the 
Department  who,  from  Secretary  Benson  on  down,  have  always  ex¬ 
hibited  a  deep  and  genuine  interest  in  the  REA  programs  and  their 
advancement.  Having  available  the  counsel  of  Ezra  Taft  Benson, 
with  his  world  of  experience  in  the  cooperative  movement  and  in  agri¬ 
culture  generally,  has  helped  immeasurably  in  the  discharge  of  my 
responsibilities.  His  general  supervision  and  direction,  brought  to 
REA  through  the  1939  reorganization  plan,  whether  exercised  per¬ 
sonally  or  through  his  immediate  staff,  has  been  and  is  a  valuable  ele¬ 
ment  in  the  program’s  success.  Kenneth  L.  Scott,  the  Director  of 
Agricultural  Credit,  has  had  vast  experience  in  agricultural  credit  I 
matters  and  is  always  a  source  of  wise  and  sympathetic  counsel. 
Ready  access  to  these  resources  and  to  the  accumulated  experience  of 
other  Department  officials,  who  are  experts  in  such  fields  as  cooperative 
finance  and  management,  agricultural  and  rural  economics,  and  in¬ 
ternal  management  and  budgeting,  has  fully  justified  the  action  of  the 
Chief  Executive  and  the  Congress  in  placing  REA  within  the  De¬ 
partment  of  Agriculture. 

The  proposal  to  divorce  REA  from  the  Department  of  Agriculture 
must  necessarily  indicate  a  belief  either  than  the  job  is  not  being  well 
done  or  that  it  can  be  done  better  by  an  independent  agency. 

As  to  how  the  job  is  being  done,  I  think  that  the  facts  speak  for 
themselves.  I  would  like  to  offer  for  insertion  in  the  record  at  this 
point  statistical  information  to  establish  our  progress  during  the  past 
6  years. 

Mr.  Chairman,  here  it  is. 

Senator  Holland.  Without  objection  it  will  be  inserted. 

(The  data  referred  to  follows:) 


Purpose  of  electric  loans 
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Table  2. — Loans  for  generation  and  transmission 


Calendar  year 

Number 

generation 

loans 

Amount  of 
generation 
loans 

Number  of 
transmission 
loans 

Amount  of 
transmission 
loans 

Generation 
and  trans¬ 
mission  as 
percent  of 
total  loans 
during  year 

1953.. . . . 

13 

$3, 124, 295 

67 

$20, 773, 461 

16.5 

1954 . . . . 

16 

25, 345,  792 

57 

14, 656, 363 

23.3 

1955 . . . 

13 

23,  504,  850 

76 

24,066,340 

26.4 

1956 . . 

13 

43, 528, 608 

77 

32, 631, 925 

34.6 

1957... _ _ _ 

23 

70,718,143 

101 

49,  796,  245 

40.6 

1958 . . 

16 

51, 626, 726 

87 

40,  780, 351 

43.2 

Total  1953-58. . . 

94 

217,748,414 

465 

182,  704, 685 

32. 6 

Table  3. — Funds  advanced  to  electric  borrowers 


Calendar  year:  Funds  advanced 

1953  _  $202,354,558 

1954  _  164,  216,  078 

1955  _  153,  322,  400 

1956  _  161,  425,  783 

1957  _  212,  903,  424 

1958  _  203,  341,  562 


Total,  1953-58 _  1,  097,  563,  805 

Total,  1935-58  (net  cumulative) -  3, 254,  776,  704 


Table  4. — Financial  condition  of  electric  borrowers  improves 


Net  worth  up 

Net  margins  up 

Total  net 
worth  (as  of 
Jan.  1 

As  a  percent 
of  assets  (as 
of  Jan.  1) 

Annual  net 
margins 

As  a  percent 
of  operating 
revenues 

Calendar  year: 

1953 . . . . . . . 

$161,  341, 922 
193, 103, 222 
235. 668,  151 
293, 424.  923 
365, 672, 752 
436, 921,  946 
512,000,000 

7.7 

$30. 828. 814 

8.5 

1954_ _ _ 

8.4 

43, 965, 783 

10.8 

1955— _ _ _ _ 

9.6 

58,  836. 250 

13.1 

1956 _ _ _ 

11.2 

69, 389, 622 

14.1 

1957 . . . . — 

13.2 

'  68,  900, 391 

i  73, 400, 000 

13.2 

1958. _ _ 

14.9 

i  13.0 

1959  * 

16.4 

1  Estimated. 

Table  5. — Payments  by  electric  borrowers  to  Government  increase 


Calendar  year 

Interest 

Principal 

Increase  in 
payments 
ahead  of 
schedule 

Total  pay¬ 
ments 

1953 _ _ 

$22, 945, 825 
29, 114, 872 
34, 695, 030 
38, 468, 250 
40,  772, 282 
43, 628,  506 

$42, 742, 293 
52, 591, 566 
63, 702, 170 
71, 255, 819 
74, 259, 131 
79, 633, 730 

$10, 025, 059 
16, 151, 436 
12, 584, 488 
11,409, 325 
14, 842, 106 
21, 489, 249 

$75, 713, 177 
97, 857, 874 
110,981,688 
121, 133, 394 
129, 873,  519 
144, 751, 485 

1954 . . 

1955 _ _ 

1956 _ _ 

1957 _ _ 

1958 _ _ 

1959 _ 

Number  of 
delinquent 
borrowers 
(as  of  Jan. 

1) 


45 

25 

13 

15 

8 

6 

6 


Amount  of 
payments 
in  arrears 
(as  of  Jan. 

1) 


$718, 399 
355, 592 
307, 340 
417, 183 
233, 873 
123, 207 
137, 653 


Cumulative  as  of  Dec.  31, 1958 : 

Total  interest  due  and  paid _ $350, 163,  823. 30 

Total  principal  due  and  paid _  586,  441,  630.  29 

Total  advance  payments _  138,  972, 625. 49 

Total  principal  overdue  more  than  30  days _  104,  217.  04 

Total  interest  overdue  more  than  30  days -  33,  335.  79 
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Table  6. — Number  of  electric  consumers  and  miles  of  line  continue  to  grow 


Consumers 

served 

Miles  of  line 
energized 

As  of  January  1: 

1953  . - . . . . . . 

3, 858, 396 

1,244, 645 

1954  . - . - . . 

4, 024, 826 

1,  297, 264 

1955  . . . . 

4, 174, 346 

1, 332, 937 

1956  . . . . . - . . 

4,  251,  250 

1, 361, 605 

1957  .  . . . . . . 

4,361,896 

1, 382, 737 

1958  . . . . . . 

4,  466, 444 

1,405, 327 

4,  590, 000 

1, 426,000 

Average  consumption  of  power  per  consumer  climbs 
[In  kilowatt-hours] 


Calendar  year 

Annual  usage 

Monthly  usage 

3,000 

250 

3, 360 

280 

3,672 

306 

4,020 

335 

4, 368 

364 

4,680 

390 

Table  7. — Sales  of  power  by  borrowers  climb 


Calendar  year 

Kilowatt- 

hours 

Revenues 

10, 127,  863, 000 
11,  804, 174,  000 
13,  829,  131, 000 
15,  738,  772, 000 
18. 197,  414,  000 
19, 676,  628,  000 
21,  705,  000,  000 

$321, 407, 348 
362,  977, 101 
408, 144,  564 
449,  625,  847 
491, 184,  729 
623,  783, 014 
563, 100, 000 

Table  8. — Retail  price  of  power  down 


Calendar  year : 

1952  _ _ 

1953  _ 

1954  _ 

1955  _ 

1956  _ 

1957  _ 

1958  (estimated) 


Price  per  kilo¬ 
watt-hour  (cents) 
(all  consumers ) 

_ 2.98 

_ 2.  92 

_ 2.80 

_ 2.71 

_ 2.  62 

_ 2.  55 

_ 2.47 


Fiscal  year : 

1952  _ 

1953  _ 

1954  _ 

1955  _ 

1956  _ 

1957  _ 

1958  _ 


Wholesale  cost  of  power  down 


Cost  per  kilo¬ 
watt-hour  (cents) 
(all  consumers) 

_ 0.79 

_  .  78 

_  .76 

_  .74 

_  .72 

_  .  71 

_  .70 
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Table  9. — Telephone  loans  made 


Calendar  year :  Gross  loans 

1953  _ _ _ - _ _ _  $50, 112,  000 

1954  _ ! _  66,  346,  000 

1955  _  66,  808,  000 

1956  _  82, 181,  000 

1957  _  76,  455,  000 

1958  _  102,  927,  000 


Total  1953-58  (gross) _ _ _  444,829,000 


Total  1949-58  (net) _  526,  540,  415 


Funds  advanced  to  telephone  borrowers  increase 

Calendar  year : 

1953  _ 

1954  _ 

1955  _ 

1956  _ ; _ 

1957  _ 

1958  _ 


Funds  advanced 
.  $25,  995,  638 
35,  402,  438 
46,  025,  668 
63,  Oil,  184 
78,  374,  801 
.  88,  888, 216 


Total  1953-58. 


337,  697,  945 


Total  1949-58. 


355,  420,  530 


Table  10. — Payments  by  telephone  borrowers  to  Government  increase 


Calendar  year 

Interest 

Principal 

Increase  in 
payments 
ahead  of 
schedule 

Total  pay¬ 
ments 

Number  of 
delinquent 
borrowers 
(as  of  Jan.  1) 

Amount  of 
payments 
in  arrears 
(as  of  Jan.  1) 

1953 _ 

$83, 614 

$120. 627 

$5, 355 

$209,  596 

1 

$1, 873 

1954.... _ _ 

384, 613 

1, 058,  705 

3, 112 

1,446, 430 

31 

174,410 

1955 _ _ _ _ 

631,327 

684,  857 

144,  876 

1,461,060 

33 

436. 006 

1956 . . . 

1,244, 845 

1,391,971 

107, 112 

2,  743, 928 

23 

497,  697 

1957 _ _ _ 

1, 935, 939 

2, 387, 81 7 

254,344 

4,  678, 100 

25 

534,  719 

1958 _ _ 

2, 849, 223 

3,  564,  5C7 

581, 825 

6, 995, 555 

17 

388, 186 

1959. . . . .  . 

16 

373,  403 

Cumulative  as  of  December  31,  1958 : 

Total  principal  due  and  paid _ $9,  225,  970.  06 

Total  interest  due  and  paid _  7, 130,  521.  31 

Total  advance  payments _  1,  096,  624.  04 

Total  principal  overdue  more  than  30  days _  347,  639.  52 

Total  interest  overdue  more  than  30  days _  25,  763. 11 


Table  11. — More  rural  people  getting  better  telephone  service  each  year 


Calendar  year 

Subscribers  provided  for 
by  loans 

Route  miles 
of  line  pro¬ 
vided  by 
loans 

Initial 

service 

Improved 

service 

1953 _ _ 

35,682 
64, 136 
71,  030 
69, 204 
55,620 
80, 243 

34, 625 
62,530 
83, 240 
119, 075 
92, 854 
107,  750 

20,532 
38,  569 
32, 903 
35, 173 
29, 573 
37, 393 

1954 _ _ _  . 

1955 _ _ _ 

1956 _ _ . 

1957 . . . . . 

1958 _ _ _ 

Total  1963-58  (gross).. . 

375, 915 

500, 074 

194, 143 

Total  1949-58  (net) . '.. 

495, 994 

604, 240 

257, 392 
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Telephone  construction — By  years 


Calendar  year 

Number  of 
exchanges 
cut  over  to 
dial 

Number  of 
miles  of  line 
built 

1953 . . . . . . . . 

112 

15, 196 
16,  996 
20,442 
28,613 
41,464 

1954... . . . . . . . . . 

121 

1955 _ _ _ _ _ _ _ _ 

275 

1956 _ _ _ _ _ _ _ 

301 

1957 _ _ _ _ _ 

380 

1958. _ _ _ _ _ _ _ 

435 

37, 140 

Mr.  Hamil.  In  addition,  I  point  to  numerous  resolutions  adopted 
at  local,  statewide,  regional,  and  national  meetings  of  the  rural  people 
who  actually  own  and  operate  the  systems  financed  by  REA.  These 
resolutions  attest  to  their  approval  of  the  way  in  which  the  REA 
programs  are  being  administered. 

As  to  the  future,  I  pledge  that  all  of  us  in  REA  and  in  the  Depart¬ 
ment  will  continue  to  strive  to  improve  our  procedures,  our  policies, 
and  our  performance.  In  my  opinion,  removal  of  REA  from  the  De¬ 
partment  would  not,  in  itself,  constitute  an  improvement  in  any  of 
these  areas,  nor  would  such  an  action  hasten  improvements. 

Mr.  Chairman,  I  am  at  your  disposal  to  answer  any  questions,  to 
discuss  this  material  which  I  have  submitted,  and  to  provide  you  with 
whatever  further  information  you  may  wish. 

Senator  Holland.  I  have  no  questions. 

Do  you  have  questions,  Senator  Aiken  ? 

Senator  Aiken.  I  have  no  questions. 

Senator  Holland.  I  am  sorry  other  members  of  the  committee  are 
not  here. 

Mr.  Hamil.  Thank  you  very  much,  Mr.  Chairman. 

Senator  Holland.  We  have  Mr.  R.  F.  Keller,  General  Counsel,  of 
the  General  Accounting  Office. 

Is  Mr.  Keller  here  ? 

Mr.  Keller.  Yes. 

Senator  Holland.  You  have  a  statement  that  you  wish  to  present? 

Mr.  Keller.  Yes. 

Senator  Holland.  I  am  trying  to  work  this  out,  Mr.  Keller.  I 
don’t  think  we  can  finish  today,  so  I  am  thinking  about  going  over 
to  tomorrow  and  winding  up  by  noon.  I  am  just  asking  for  expres¬ 
sions. 

Mr.  Keller.  My  statement  will  take  6  or  8  minutes. 

Senator  Holland.  You  don’t  know  how  long  you  are  going  to  be 
examined  by  us. 

Then  we  have  Mr.  Angus  McDonald,  coordinator,  division  of  leg¬ 
islative  services,  National  Farmers  Union. 

Are  you  here,  Mr.  McDonald  ? 

Mr.  McDonald.  Yes. 

Senator  Holland.  And  you  have  a  brief  statement  ? 

Mr.  McDonald.  Yes. 

Senator  Holland.  And  Mr.  William  C.  Wise  and  Clyde  T.  Ellis. 

Mr.  Wise.  Mr.  Chairman,  I  am  Mr.  Wise.  I  am  testifying  only 
with  respect  to  Senate  Resolution  21.  I  will  take  about  a  half  hour. 
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Senator  Holland.  And  you,  sir  ? 

Mr.  Dell.  I  am  Dick  Dell,  from  Mr.  Ellis’  office. 

Senator  Holland.  Mr.  Ellis  will  not  be  here  ? 

Mr.  Dell.  Mr.  Ellis  will  be  here,  and  he  will  need  about  20  minutes 
as  far  as  his  statement  is  concerned. 

Senator  Holland.  I  suggest,  unless  somebody  here  has  got  to  leave 
town,  that  we  go  over  until  10  tomorrow  morning,  not  10 :30,  with  the 
intention  of  getting  through  by  12. 

I  don’t  believe  by  continuing  we  could  hope  to  get  through  this 
afternoon  before  around  b,  and  I  personally  have  some  engagements 
that  require  me  to  be  somewhere  else  at  that  time. 

What  about  you,  Senator  Aiken  ? 

Senator  Aiken.  That  is  satisfactory  to  me. 

Senator  Holland.  You  all  have  offices  here  in  the  town,  don’t  you? 

Mr.  Dell.  Yes. 

Senator  Aiken.  Also  we  will  have  more  members  of  the  committee 
present  tomorrow. 

Senator  Holland.  We  ought  to  have  more  members  of  the  commit¬ 
tee  here  because  these  are  questions  of  public  policy  that  they  are 
concerned  with. 

Thank  you,  gentlemen. 

(Whereupon,  at  3 :40  p.m.,  the  subcommittee  adjourned  to  10  a.m., 
Friday,  March  6,  1959.) 
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FRIDAY,  MARCH  6,  1959 


U.S.  Senate,  Subcommittee 
on  Agricultural  Credit  and  Rural  Electrification 

of  the  Committee  on  Agriculture  and  Forestry, 

W ashington,  D.G. 

The  subcommitteemiet,  pursuant  to  recess,  at  12:  30  p.m.,  room  324. 
Senate  Office  Building,  Senator  Spessard  L.  Holland  (chairman  of  the 
subcommittee)  presiding. 

Present:  Senators  Holland,  Ellender  (chairman  of  the  full  com¬ 
mittee)  ,  Talmadge,  Young  of  Ohio,  and  Schoeppel. 

Senator  Holland.  The  Senator  from  Nebraska,  Senator  Curtis,  re¬ 
tests  permission  to  file  a  statement  supplemental  to  the  statements 


that  he  made  yesterday. 

Without  objection,  that  will  be  done. 

(The  statement  referred  to  follows :) 

The  discussions  before  the  subcommittee  clearly  show  that  there  is  confu¬ 
sion  as  to  the  intent  and  purpose  of  S.  144.  If  it  is  intended  to  mean  that  the 
bare  act  of  affixing  or  refusing  to  affix  his  signature  to  a  loan  is  the  sole  respon¬ 
sibility  of  the  Administrator,  the  bill  is  meaningless.  If  it  means  that  all  de¬ 
cisions  as  to  policies,  procedures,  and  personnel,  which  are  the  ingredients  of 
the  loan  process,  are  to  be  made  by  the  Administrator,  then  the  enactment  of  the 
bill  would  result  in  removing  REA  from  the  Department  of  Agriculture. 

S.  75  removes  all  doubt  as  to  the  authority  of  the  Administrator  with  respect 
to  the  loan  programs  authorized  by  the  Rural  Electrification  Act  of  1936,  as 
amended.  S.  144  creates  confusion  and  doubt  as  to  who  has  the  final  respon¬ 
sibility  for  carrying  out  the  objectives  of  this  act.  Even  the  most  charitable 
view  of  S.  144  means  that  there  will  be  two  administrative  heads  of  REA.  The 
extent  of  the  authority  of  either  of  these  heads  is  not  made  clear  by  the  provi¬ 
sions  of  S.  144.  Having  two  bosses  with  their  jurisdiction  undecided  could  lead 
to  only  one  end — hopeless  confusion  and  a  serious  adverse  effect  on  the  ac¬ 
complishments  of  the  REA  program.  The  Congress  should  not  at  this  time  take 
any  action  which  might  defeat  the  objectives  of  the  act. 

For  example,  S.  144  proposes  to  repeal  that  part  of  Reorganization  Plan  No. 
2  of  1953,  which  transferred  to  the  Secretary  of  Agriculture  authority  in  addi¬ 
tion  to  that  given  him  by  Reorganization  Plan  No.  2  of  1939.  This  is  pro¬ 
posed  in  an  effort  to  give  to  the  Administrator  sole  responsibility  for  the  mak¬ 
ing  of  loans.  At  the  same  time,  if  S.  144  is  enacted  the  Administrator  will 
have,  according  to  title  I  of  the  Rural  Electrification  Act  of  1936  with  amend¬ 
ments  “all  of  the  powers  of  which  shall  be  exercised  by  an  Administrator,  un¬ 
der  the  general  direction  and  supervision  of  the  Secretary  of  Agriculture.” 
There  is  no  effort  to  clarify  what  “general  direction  and  supervision”  the  Sec¬ 
retary  of  Agriculture  will  then  have  should  S.  144  be  enacted. 

Section  3  of  the  Rural  Electrification  Act  of  1936,  as  amended,  provides 
“The  Secretary  of  the  Treasury  is  hereby  authorized  and  directed  to  make  loans 
to  the  Administrator,  upon  the  request  and  approval  of  the  Secretary  of  Agri¬ 
culture.”  This  is  obviously  an  important  policy  function  still  vested  in  the 
Secretary  of  Agriculture  which  is  not  dealt  with  in  S.  144. 

S.  75  clearly  places  complete  authority  in  the  Administrator  and  makes  him 
subject  to  the  control  of  the  Congress.  It  is  not  clear  what  S.  144  will  do 
to  the  REA  program.  For  the  reasons  stated  herein  and  for  the  additional 
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reasons  given  in  my  earlier  statement  before  the  committee,  I  recommend  the 
enactment  of  S.  75. 

Senator  Holland.  The  American  Farm  Bureau  Federation  wishes 
to  file  a  statement  for  the  record. 

_  Without  objection,  that  is  permitted  on  the  same  basis  just  men¬ 
tioned. 

(The  statement  referred  to  follows :) 

Washington,  D.C.,  March  9, 1959. 

Hon.  Axlen  J.  Ellender, 

Chairman,  Committee  on  Agriculture  and  Forestry, 

U.S.  Senate, 

Washington,  D.C. 

Dear  Senator  Ellender  :  S.  75  would  establish  the  Rural  Electrification  Ad¬ 
ministration  as  an  independent  agency. 

It  is  our  view  that  this  would  be  an  undesirable  change.  The  Rural  Electri¬ 
fication  Administration,  like  all  the  other  services  and  agencies  in  the  Depart¬ 
ment  of  Agriculture,  is  primarily  engaged  in  serving  farmers.  It  would  seem 
to  us  to  be  generally  advisable  that  all  such  services  and  agencies  should  oper¬ 
ate  under  the  general  supervision  of  the  Secretary  of  Agriculture.  Effective 
and  efficient  governmental  practice  necessitates  clear-cut  lines  of  administra¬ 
tive  responsibility  and  the  avoidance,  except  where  other  considerations  are 
overwhelming,  of  independent  bureaus  owing  no  allegiance  or  accounting  to  any 
part  of  the  executive  branch. 

In  this  particular  case  we  know  of  no  circumstances  which  would  warrant 
any  change  in  the  present  arrangement.  We  are  opposed  to  the  enactment  of 
S.  75. 

It  will  be  appreciated  if  you  will  include  this  letter  in  the  hearing  record 
Sincerely  yours, 

John  C.  Lynn, 

Legislative  Director, 
American  Farm  Bureau  Federation. 

Senator  Holland.  Mr.  McDonald,  will  you  proceed. 

STATEMENT  OF  ANGUS  McDONALD,  COORDINATOR,  DIVISION  OF 
LEGISLATIVE  SERVICES,  NATIONAL  FARMERS  UNION 

on  up.  Although  we  are  in  sympathy  with  the  purposes 
of  the  authors  of  S.  75,  we  must  reluctantly  oppose  it  because  we  feel 
strongly  that  the  bill  (S.  144),  sponsored  by  Senator  Humphrey  and 
13  other  Senators,  will  accomplish  the  apparent  purposes  of  Senators 
Curtis  and  Russell.  At  the  same  time  it  will  remove  any  possible 
chance  of  resulting  hardship  that  the  employees  of  the  Rural  Elec¬ 
trification  Administration  might  suffer  and  will  continue  in  office  an 
individual  who  is  in  sympathy  with  the  purposes  of  the  act  and  who 
has  a,  deep  understanding  and  long  experience  with  farmers  and  farm 
problems. 

Although  we  are  in  disagreement  to  a  certain  extent  with  David 
Hamil,  the  Rural  Electrification  Administrator,  we  have  never  ques¬ 
tioned  his  sincerity  or  his  devotion  to  the  welfare  of  agriculture. 

The  Curtis  bill  would  make  it  possible  for  a  new  Administrator  to 
be  appointed  for  a  period  of  10  years  and  also  make  possible  the 
arbitrary  discharge  of  experienced,  capable,  and  loyal  employees  of 
the  Rural  Electrification  Administration. 

The  Humphrey  bill,  on  the  other  hand,  would  merely  restore  the 
authority  of  the  Administrator  to  approve  or  disapprove  loans  which 
has  been  taken  away  by  Secretary  Benson.  I  will  not  burden  the 
record  with  an  elaboration  of  our  views  on  the  changes  in  REA 
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administration  which  was  accomplished  some  time  ago  and  which 
occasioned  this  legislation  and  much  apprehension  in  the  Congress 
and  among  the  members  of  rural  electric  cooperatives. 

I  merely  call  attention  to  the  views  presented  to  the  Senate  Gov¬ 
ernment  Operations  Committee,  June  18,  1958,  in  which  we  presented 
testimony  on  legislation,  which,  I  believe,  was  identical  to  S.  144. 

At  that  time,  we  reminded  the  committee  of  Mr.  Benson’s  promise 
to  consult  with  both  Congress  and  farm  organizations  and  reported 
that  Mr.  Benson  had  never  consulted  with  the  National  Farmers 
Union  or  with  anyone  else  as  far  as  we  know  in  regard  to  changes 
in  the  REA. 

We  also  commented  at  some  length  on  the  views  of  Senator  Rus¬ 
sell  who  warned  the  committee  in  1953  that  the  reorganization  pro¬ 
posal  was  a  “pig  in  a  poke”  and  that  he  feared  that  the  Secretary  of 
Agriculture  might  in  some  way,  under  this  new  authority,  cripple  or 
abolish  important  functions  of  the  Rural  Electrification  Administra¬ 
tion. 

Senator  Holland.  Mr.  Ellis,  will  you  proceed  with  your  testimony 
on  S.  75? 

STATEMENTS  OF  CLYDE  T.  ELLIS,  GENERAL  MANAGER,  AND 

RICHARD  A.  DELL,  DIRECTOR,  LEGISLATION  AND  RESEARCH 

DEPARTMENT,  NATIONAL  RURAL  ELECTRIC  COOPERATIVE 

ASSOCIATION 

Mr.  Ellis.  I  would  like  to  comment  on  S.  75  briefly  if  I  may. 

Senator  Holland.  That  begins  on  page  3  of  your  statement  ? 

Mr.  Ellis.  Yes,  sir.  May  I  ask  at  this  time  that  you  permit  the 
resolutions  of  our  people,  except  those  which  duplicate  those  which 
Mr.  Wise  submitted,  to  be  made  a  part  of  the  record  ? 

Senator  Holland.  Without  objection  it  is  so  ordered.  Is  that  on 
Senate  Resolution  21  ? 

Mr.  Ellis.  They  deal  with  S.  75. 

Senator  Holland.  The  resolutions  will  be  included  in  the  record  of 
S.  75  only. 

(The  resolutions  are  as  follows :) 

Resolution 

BUBAL  ELECTBIC  SYSTEMS  IN  BEGION  I 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Burling¬ 
ton,  Vt.,  September  25-26,  1958,  by  rural  electric  systems  operating  in  the  States 
of  Delaware,  Maine,  Maryland,  New  Hampshire,  New  Jersey,  New  York,  Penn¬ 
sylvania,  North  Carolina,  Vermont,  and  Virginia  : 

BEA  REOEGANIZATION 

Whereas  the  original  REA  Act  of  1936  provided  for  strictly  nonpartisan  ad¬ 
ministration  of  REA  and  provided  for  the  appointment  of  an  Administrator  by 
the  President,  with  confirmation  by  the  Senate  for  a  10-year  term  to  insure 
nonpartisan,  nonpolitical  administration  ;  and 

Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting 
the  proper  congressional  committees  and  other  interested  groups ;  and 

Whereas  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more,  and  that  all  loans  of  whatever  amount,  to  new 
borrowers,  be  reviewed  by  the  Secretary's  office ;  and 
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Whereas  Secretary  Benson  has  supported  a  bill  in  Congress  which  would 
drastically  increase  interest  rates  and  drive  electric  and  telephone  cooperatives 
to  Wall  Street  for  their  financing :  Now,  therefore,  be  it 
Resolved,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA ;  and 
be  it  further 

Resolved,  That  as  soon  as  the  new  Congress  convenes  in  1959  a  bill  identical 
or  similar  to  the  Humphrey-Price  bill  of  1958,  which  would  restore  to  the  REA 
Administrator  all  of  the  functions  and  authority  vested  in  him  by  the  original 
act  of  1936,  be  introduced  and  passed. 


Resolution 

BUBAL  ELECTEIC  SYSTEMS  IN  BEGION  II 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  St 
Petersburg,  Fla.,  November  3-4,  1958,  by  the  rural  electric  systems  operating 
in  the  States  of  Georgia,  Florida,  and  South  Carolina  : 

EEOBGANIZATION  OF  BEA 

Whereas  the  original  REA  Act  of  1936  provided  for  strictly  nonpartisan  ad¬ 
ministration  of  REA  and  provided  for  the  appointment  of  an  Administrator  by 
the  President,  with  confirmation  by  the  Senate  for  a  10-year  term  to  insure 
nonpartisan,  nonpolitical  administration ;  and 

Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting 
the  proper  congressional  committees  and  other  interested  groups;  and 

Whereas  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more,  and  that  all  loans  of  whatever  amount,  to  new 
borrowers,  be  reviewed  by  the  Secretary’s  office ;  and 
Whereas  Secretary  Benson  has  supported  a  bill  in  Congress  which  would 
drastically  increase  interest  rates  and  drive  electric  and  telephone  cooperatives 
to  Wall  Street  for  their  financing:  Now,  therefore,  be  it 

Resolved,  That  as  soon  as  the  new  Congress  convenes  in  1959  a  bill  identical 
or  similar  to  the  Humphrey-Price  bill  of  1958,  as  amended  by  the  House  subcom¬ 
mittee,  which  would  restore  to  the  REA  Administrator  all  of  the  functions  and 
authority  vested  in  him  by  the  original  act  of  1936,  be  introduced  and  passed. 


Resolution 

BUBAL  ELECTEIC  SYSTEMS  IN  BEGION  III 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Gatlin- g 
burg,  Tenn.,  September  15-16,  1958,  by  rural  electric  systems  operating  in  the^ 
States  of  Alabama,  Mississippi,  Kentucky,  and  Tennessee : 

BEA  EEOBGANIZATION 

Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting 
the  proper  congressional  committees  and  other  interested  groups ;  and 

Whereas  in  June  1957  the  Secretary  did  reorganize  REA  by  requiring  that  all 
loans  of  $500,000  or  more,  and  all  loans  of  whatever  amount  to  new  borrowers, 
be  reviewed  by  the  Secretary’s  office :  Now,  therefore,  be  it 

Resolved,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA ;  and 
be  it  further 

Resolved,  That  the  new  Congress  convening  in  1959  be  urged  to  introduce  and 
pass  a  bill  identical  or  similar  to  the  Humphrey-Price  bill  of  1958,  wThich  would 
restore  to  the  REA  Administrator  all  of  the  functions  and  authority  vested  in 
him  by  the  original  REA  Act  of  1936,  be  introduced  and  passed. 
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Resolution 

BUBAL  ELECTRIC  SYSTEMS  IN  REGION  IV 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  French 
Lick,  Ind.,  September  4-5,  1958,  by  rural  electric  systems  operating  in  the 
States  of  Ohio,  Indiana,  Michigan,  and  West  Virginia  : 

REA  REORGANIZATION 

Whereas  the  original  REA  Act  of  1936  provided  for  strictly  nonpartisan  ad¬ 
ministration  of  REA  and  provided  for  the  appointment  of  an  Administrator  by 
the  President,  with  confirmation  by  the  Senate,  for  a  10-year  term  to  insure 
nonpartisan,  nonpolitical  administration ;  and 
Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting 
the  proper  congressional  committee  and  other  interested  groups ;  and 

Whereas  in  June  1957  the  Secretary  did  reorganize  REA  by  requiring  that  all 
loans  of  $500,000  or  more  and  all  loans  of  whatever  amount  to  new  borrowers, 
be  reviewed  by  the  Secretary’s  office ;  and 

Whereas  Secretary  Benson  has  proposed  a  bill  to  the  Congress  which  would 
drastically  increase  interest  rates  and  drive  electric  and  telephone  cooperatives 
to  Wall  Street  for  their  financing:  Now,  therefore,  be  it 

Resolved ,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA ;  and 
be  it  further 

Resolved,  That  as  soon  as  the  new  Congress  convenes  in  1959  a  bill  identical 
or  similar  to  the  Humphrey-Price  bill  of  1958,  which  would  restore  to  the  REA 
Administrator  all  of  the  functions  and  authority  vested  in  him  by  the  original 
act  of  1936,  be  introduced  and  passed. 


Resolution 

RURAL  ELECTRIC  SYSTEMS  IN  REGION  V 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Madison, 
Wis.,  September  29-30,  1958,  by  rural  electric  systems  operating  in  the  States  of 
Illinois,  Iowa,  and  Wisconsin : 


REA  REORGANIZATION 

Whereas  the  original  REA  Act  of  1936  provided  for  strictly  nonpartisan  ad¬ 
ministration  of  REA  and  provided  for  the  appointment  of  an  Administrator  by 
the  President,  with  confirmation  by  the  Senate  for  a  10-year  term  to  insure 
nonpartisan,  nonpolitical  administration;  and 

Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting  the 
proper  congressional  committee  and  other  interested  groups ;  and 

Whereas  in  June  1957  the  Secretary  did  reorganize  REA  by  requiring  that  all 
loans  of  $500,000  or  more,  and  that  all  loans  of  whatever  amount,  to  new  bor¬ 
rowers,  be  reviewed  by  the  Secretary’s  Office ;  and 

Whereas  Secretary  Benson  has  supported  a  bill  in  Congress  which  would 
drastically  increase  interest  rates  and  drive  electric  and  telephone  cooperatives 
to  Wall  Street  for  their  financing :  Now,  therefore,  be  it 

Resolved,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA ;  and 
be  it  further 

Resolved,  That  as  soon  as  the  new  Congress  convenes  in  1959  a  bill  identical 
or  similar  to  the  Humphrey-Price  bill  of  1958,  which  would  restore  to  the  REA 
Administrator  all  of  the  functions  and  authority  vested  in  him  by  the  original 
act  of  1936,  be  introduced  and  passed. 
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Resolution 

RURAL  ELECTRIC  SYSTEMS  IN  REGION  VI 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Bismarck, 
N.  Dak.,  October  27-28,  1958,  by  rural  electric  systems  operating  in  the  States  of 
Minnesota,  North  Dakota,  and  South  Dakota  : 

REA  REORGANIZATION 

Whereas  the  original  REA  Act  of  1936  provided  for  strictly  nonpartisan  admin¬ 
istration  of  REA  and  provided  for  the  appointment  of  an  Administrator  by  the 
President,  with  confirmation  by  the  Senate  for  a  10-year  term  to  insure  non- 
partisan,  nonpolitical  administration ;  and 

Whereas  Secretary  of  Agriculture  .Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting  the 
proper  congressional  committees  and  other  interested  groups ;  and 
Whereas  in  June  1957  the  Secretary  did  reorganize  REA  by  requiring  that  all 
loans  of  $500,000  or  more,  and  that  all  loans  of  whatever  amount,  to  new  bor¬ 
rowers,  be  reviewed  by  the  Secretary’s  Office ;  and 

Whereas  Secretary  Benson  has  supported  a  bill  in  Congress  which  would 
drastically  increase  interest  rates  and  drive  electric  and  telephone  cooperatives 
to  Wall  Street  for  their  financing :  Now,  therefore,  be  it 
Resolved,  That  we  are  vigorously  opposed  to  any  reorganization  of  REA ;  and 
be  it  further 

Resolved,  That  as  soon  as  the  new  Congress  convenes  in  1959  a  bill  identical 
or  similar  to  the  Humphrey-Price  bill  of  1958,  which  would  restore  to  the  REA 
Administrator  all  of  the  functions  and  authority  vested  in  him  by  the  original 
act  of  1936,  be  introduced  and  passed. 


Resolution 

RURAL  ELECTRIC  SYSTEMS  IN  REGION  VII 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Denver, 
Colo.,  November  10-11.  1958,  by  rural  electric  systems  operating  in  the  States 
of  Colorado,  Kansas,  Nebraska,  and  Wyoming : 

REA  REORGANIZATION 

t\  hereas  the  original  REA  Act  of  1936  provided  for  strictly  nonpartisan  ad¬ 
ministration  of  REA  and  provided  for  the  appointment  of  an  Administrator  by 
the  President,  with  confirmation  by  the  Senate  for  a  10-year  term  to  insure  non¬ 
partisan,  nonpolitical  administration ;  and 
Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting 
the  proper  congressional  committees  and  other  interested  groups ;  and 
Whereas  in  June  1957  the  Secretary  did  reorganize  REA  by  requiring  that  all 
loans  of  $500,000  or  more,  and  that  all  loans  of  whatever  amount,  to  new  bor¬ 
rowers,  be  reviewed  by  the  Secretary’s  Office;  and 
Whereas  Secretary  Benson  has  supported  a  bill  in  Congress  which  would 
drastically  increase  interest  rates  and  drive  electric  and  telephone  cooperatives 
to  Wall  Street  for  their  financing  :  Now,  therefore,  be  it 

Resolved,  That  as  soon  as  the  new  Congress  convenes  in  1959  a  bill  identical 
or  similar  to  the  Humphrey-Price  bill  of  1958,  as  amended  by  the  House  sub¬ 
committee,  which  would  restore  to  the  REA  Administrator  all*  of  the  functions 
and  authority  vested  in  him  by  the  original  Act  of  1936,  be  introduced  and 
passed. 
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Resolution 

UURAI.  ELECTRIC  SYSTEMS  IN  REGION  VIII 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Okla¬ 
homa  City,  Okla.,  October  30-31,  1958,  by  rural  electric  systems  operating  in 
the  States  of  Arkansas,  Louisiana,  Missouri,  and  Oklahoma : 


REA  REORGANIZATION 

Whereas  the  original  REA  Act  of  1936  provided  for  strictly  nonpartisan  ad¬ 
ministration  of  REA  and  provided  for  the  appointment  of  an  Administrator  by 
the  President,  with  confirmation  by  the  Senate  for  a  10-year  term  to  insure  non¬ 
partisan,  nonpolitical  administration ;  and 
Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting 
the  proper  congressional  committees  and  other  interested  groups;  and 

Whereas  in  June  1957  the  Secretary  did  reorganize  REA  by  requiring  that  all 
loans  of  $500,000  or  more,  and  that  all  loans  of  whatever  amount,  to  new  bor¬ 
rowers,  be  reviewed  by  the  Secretary’s  Office ;  and 
Whereas  Secretary  Benson  has  supported  a  bill  in  Congress  which  would 
drastically  increase  interest  rates  and  drive  electric  and  telephone  cooperatives 
to  Wall  Street  for  their  financing;  Now,  therefore,  be  it 

Resolved,  That  as  soon  as  the  new  Congress  convenes  in  1959  a  bill  identical 
or  similar  to  the  Humphrey-Price  bill  of  1958,  as  amended  by  the  House  sub¬ 
committee,  which  would  restore  to  the  REA  Administrator  all  of  the  functions 
and  authority  vested  in  him  by  the  original  Act  of  1936.  be  introduced  and 
passed. 


Resolution 

RURAL  ELECTRIC  SYSTEMS  IN  REGION  IX 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Missoula, 
Mont.,  November  13-14,  1958,  by  the  rural  electric  systems  operating  in  the 
States  of  Alaska,  California,  Idaho,  Montana,  Nevada,  Oregon,  Utah,  and  Wash¬ 
ington  ; 

In  order  to  further  the  national  objectives  of  the  Rural  Electrification  Act 
and  the  laws  relating  to  the  comprehensive  development  of  the  Nation’s  energy 
resources,  and  in  order  to  assure  an  adequate  supply  of  low  cost  power  for 
maximum  development  of  rural  America,  we  adopt  the  following  legislative 
policies,  and  we  urge  our  leaders  and  public  officials  to  take  prompt  and  con¬ 
tinuing  steps  to  bring  these  about : 

*  *  *  *  *  *  * 

3.  We  urge  Congress  to  reestablish  the  full  authority  of  the  REA  Administrator 
to  make  loans. 

*  ****** 


Resolution 

RURAL  ELECTRIC  SYSTEMS  IN  REGION  X 

The  following  resolution  was  adopted  at  the  regional  meeting  held  in  Browns¬ 
ville,  Tex.,  November  17-18,  1958,  by  rural  electric  systems  operating  in  the 
States  of  Texas,  Arizona,  and  New  Mexico  : 

REA  REORGANIZATION 

Be  it  resolved,  That  as  soon  as  the  Congress  convenes  in  1959  a  bill  identical 
or  similar  to  the  Humphrey-Price  bill  of  1958,  as' amended  by  the  House  subcom¬ 
mittee,  which  would  restore  to  the  REA  Administrator  all  of  the  functions  and 
authority  vested  in  him  by  the  original  act  of  1936,  be  introduced  and  it*  pas¬ 
sage  pressed. 
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Resolution 

Adopted  at  the  17th  Annual  Meeting  of  the  National  Rural  Electric  Cooperative 
Association,  Washington,  D.C.,  February  £>-12,  1959 

REORGANIZATION  OF  REA 

Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for  strictly 
nonpartisan  administration  of  REA  and  provided  for  the  appointment  of  an 
Administrator  by  the  President,  with  confirmation  by  the  Senate  for  a  10-year 
term  to  insure  nonpartisan,  nonpolitical  administration ;  and 

Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  himself  to  a 
congressional  committee  to  make  no  changes  in  REA  without  first  consulting 
the  proper  congressional  committees  and  other  interested  groups ;  and 

Whereas  in  June  1957,  the  Secretary  did  reorganize  REA  by  requiring  that 
all  loans  of  $500,000  or  more,  and  all  loans  of  whatever  amount  to  new  borrow¬ 
ers,  be  reviewed  by  the  Secretary’s  Office ;  and 

Whereas  the  Humphrey-Price  bill  would  restore  to  the  REA  Administrator 
all  of  the  functions  and  authority  vested  in  him  by  the  original  act  of  1936, 
without  divorcing  REA  from  the  Department  of  Agriculture:  Now,  therefore. 

Resolved,  That  we  urge  the  Congress  to  pass  the  Humphrey-Price  bill  as  early 
as  possible  in  the  86th  Congress. 

Mr.  Ellis.  Mr,  Chairman,  we  have  taken  what  we  regard  as  the 
more  moderate  view  on  the  matter  of  what  to  do  with  REA  to  regain 
for  the  REA  Administrator  the  independence  of  making  loans,  and 
we  are  not  asking  that  the  Rural  Electrification  Administration  be 
made  a  separate  agency  apart  from  Agriculture. 

As  a  Member  of  the  House,  I  think  I  voted  for  the  Reorganization 
Act  of  1939.  I  recall  protesting  the  movement  of  REA  into  the  De¬ 
partment  of  Agriculture.  I  am  not  sure  whether  it  was  damaged  or 
not.  I  am  sure  that  there  are  certain  advantages  in  its  being  in  the 
Department. 

In  the  first  place,  as  a  part  of  the  Department  under  a  Cabinet  of¬ 
ficer  it  has  representation ;  the  case  of  REA  has  representation  at  the 
Cabinet  level.  Also,  as  you  will  recall,  extensive  studies  were  made 
as  the  war  was  coming  on  and  Hitler  and  Mussolini  were  on  the  prowl 
in  Africa  and  Europe,  on  how  to  streamline  the  Government.  I  was 
one  of  those  who  protested  this  matter  to  the  President,  and  he  in¬ 
sisted,  “I  must  have  fewer  administrative  agencies  reporting  to  me.” 
At  different  times  this  matter  came  up  in  the  administration  of  Harry 
Truman  and  he  took  the  position,  “I  need  less,  not  more  independent 
agencies  reporting  to  the  President.” 

We  also  raised  this  question  again  during  this  administration  and 
received  the  same  indication  from  the  people  responsible  for  stream¬ 
lining  government.  Here  on  the  Hill  you  have  some  people  who  have 
made  such  studies,  and  we  have  also  discussed  this  matter  with  some 
of  them.  Senator  Monroney  takes  the  position  very  strongly  that 
we  ought  to  move  in  the  position  of  streamlining;  and,  indicating 
that  he  would  oppose,  as  a  matter  of  principle,  cutting  REA  loose 
from  the  Department  of  Agriculture. 

I  could  go  into  a  discussion  of  the  Humphrey-Price  bill  which 
seeks  simply  to  return  to  the  Administrator  the  loan-making  authority 
which  he  had  before  it  was  usurped  by  the  Secretary  of  Agriculture. 
That  is  the  position  that  our  people  are  taking.  They  are  moving  and 
I  think  unanimously  around  the  country  in  that  direction  and  are  ask¬ 
ing  for  the  passage  of  that  bill  and  not  for  the  passage  of  S.  75. 
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Senator  Holland.  When  you  say  that  bill,  you  mean  S.  144. 

Mr.  Ellis.  Right. 

Senator  Holland.  I  notice  on  your  statement  here,  page  5,  where 
you  say : 

There  is  plenty  of  evidence  that  the  Benson  action  to  subordinate  the  Admin¬ 
istrator  was  taken  in  order  to  stop  one  major  loan.  This  is  being  denied  but  the 
fact  remains  that  even  today,  a  year  and  a  half  later,  the  loan  in  question  has 
not  been  made. 

What  loan  is  that? 

Mr.  Ellis.  That  is  the  Indiana  loan  to  the  Hoosier  Electric  Gen¬ 
erating  Transmission  Cooperative  in  Indiana. 

Senator  Holland.  In  what  amount  is  the  application  ? 

Mr.  Ellis.  I  think  the  amount  is  40-some  million  dollars  originally. 
I  think  the  application  is  now  being  resubmitted  or  will  be  in  a  few 
days.  Actually  in  a  generation  transmission  loan  the  formal  applica¬ 
tion  is  rarely  formally  submitted  until  they  are  ready  to  make  it, 
because  there  continue  to  be  changes,  changes  in  the  facts,  even  as  the 
matter  usually  lingers  over  many  months;  particularly  if  it  is 
contested. 

In  that  case  the  Governor  of  Indiana  sent  his  three-man  commission 
down  here  to  lobby  against  that  loan,  and  they  went  first  to  the  Sec¬ 
retary  of  Agriculture  and  pressured  for  the  loan  not  to  be  made,  and 
after  that  they  went  to  the  White  House  and  insisted  that  the  loan 
not  be  made. 

The  REA  Administrator  was  called  in  and  said,  “If  the  loan  appli¬ 
cation  meets  the  criteria,  the  formula,  I  shall  make  the  loan.”  And  it 
was  very  shortly  after  that  that  the  Administrator’s  right  to  make 
loans  to  new  borrowers,  and  this  would  be  a  new  borrower,  and  his 
right  to  make  loans  in  amounts  of  above  $500,000 — and  most  of  our 
loans  these  days  are  above  that  amount  in  terms  of  volume,  certainly — • 
it  was  very  shortly  after  that  that  the  Administrator’s  authority  to 
make  such  loans  was  taken  away  from  him  without  clearance  with  a 
man  who  is  not  appointed  by  the  President  and  not  confirmed  by  the 
Senate  in  the  Secretary’s  Office.  That  is  what  that  statement  referred 
to.  The  loan  has  not  been  made,  by  the  way,  and  that  was - 

Senator  Holland.  I  believe  you  said  that  the  application  was  being 
refiled  in  a  different  amount.  Do  you  know  the  amount? 

Mr.  Ellis.  No,  I  do  not.  I  think  that  is  one  of  the  things  that  they 
are  trying  to  determine  right  now,  and  I  talked  with  Frank  Ratts 
yesterday,  who  is  one  of  the  leaders  in  the  effort  to  get  this  loan 
application  through,  and  he  told  me  that  they  hoped  to  formally 
submit  the  final  application  and  ask  for  approval  within  the  next 
30  days. 

Senator  Holland.  It  is  a  generating  station  loan? 

Mr.  Ellis.  Yes.  This  was  brought  about  by  the  fact  that  in  Indiana 
the  cooperatives  were  having  great  trouble  getting  wholesale  power 
at  any  rates  they  could  live  with,  and  the  power  company — well,  the 
State  commission,  without  any  notice  to  the  cooperatives,  both  raised 
the  rates  to  the  co-ops — they  had  no  hearing — and  imposed  a  250- 
kilowatt  load  limitation  on  the  amount  of  power  that,  a  co-op  could 
serve  unless  it  charged  the  person  to  whom  it  provided  the  service 
the  exact  same  amount  which  the  co-op  paid  for  the  power  and,  of 
course,  it  did  not  do  that. 
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It  had  line  losses.  Power  would  have  to  bear  its  proportionate 
part  of  the  transmission  and  so  forth,  the  overhead. 

Senator  Holland.  All  right,  sir ;  proceed. 

Mr.  Ellis.  There  are  three  reasons  I  would  like  to  list  here  why 
we  think  S.  75  should  not  become  law.  One  of  them  is  that  we  think 
this  program  will  succeed  only  in  the  light  of  its  historic  past.  The 
committees,  both  Agricultural  Committees  of  the  House  and  Senate 
and  the  Agricultural  Appropriations  Committees  of  the  House  and 
Senate,  have  been  wrestling  with  this  program  a  long  time.  There  are 
men  on  those  committees  who  have  lived  with  the  program  during  all 
the  years  of  its  existence,  I  believe.  We  think  that  to  uproot  it  and 
throw  us  before  other  committees,  fine  as  they  are,  would  inevitably 
cause  an  upheaval  in  the  program  that  we  would  not  like  to  see, 
because  it  would  take  a  long  time  to  familiarize  new  committees  with 
the  legislative  and  other  history  of  the  rural  electrification  program. 

Those  are  reasons  1  and  2  that  I  have  listed  here. 

Senator  Holland.  Reasons  1  and  2  on  page  6? 

Mr.  Ellis.  Right. 

Now,  with  regard  to  this  legislative  history,  I  have  mentioned  here 
some  facts  of  life  about  the  rural  electrification  program  beginning 
on  page  7  that  I  think  you  gentlemen  are  interested  in. 

One  is  the  fact,  as  has  been  mentioned  here,  that  the  Congress  said 
as  it  compromised  this  legislation  into  existence,  we  (the  co-ops)  have 
to  stay  out  of  the  better  part  of  the  electric  power  industry  market. 

We  are  not  quarreling  about  that.  But  Congress  said  that.  It  said 
we  can’t  go  into  towns  over  1,500. 

And,  secondly,  Congress  said  that  we  could  not  even  serve  the  better 
part  of  the  rural  market,  that  is  those  already  served.  That  was 
usually  the  better  part. 

Then,  thirdly,  the  Congress  said,  and  this  is  awfully  important 
in  this  whole  consideration,  that,  we  shall  serve  everybody  in  our 
areas.  This  is  the  only  time  that  we  know  of  whei*e,  in  the  history 
of  any  company,  a  non-Government  agency  was  required  to  serve 
everybody. 

We  believe  that  half  the  people  we  serve  today  do  not  pay  then- 
own  way,  which  means  that  the  other  half  have  to  more  than  pay 
their  own  way  in  the  rural  electrification  program. 

Then  the  Congress  provided,  and  we  don’t  quarrel  with  this;  but, 
it  is. a  fact  of  life  which  we  all  must  keep  in  mind  I  think,  that  our 
people  shall  repay  these  REA  loans.  Now  the  power  companies, 
as  you  all  know,  do  not  repay  in  this  sense,  they  do  not  charge  their 
customers  for  an  amount  to  repay  or  pay  off  their  indebtedness. 
They  float,  their  indebtedness  and  refloat  it  in  perpetuity,  whereas  we 
must  add  on  over  and  above  the  cost  of  service  an  amount  that  is 
roughly  15  to  20  percent,  which  we  then  take  and  pay  over  to  Uncle 
Sam,  to  the  Treasury,  to  pay  off  the  loan,  and  this  is  an  additional 
burden. 

Fifth,  the  hazards  of  the  rural  areas — the  hazards  of  serving  in 
the  rural  area  are  greater;  the  hazards  with  respect  to  snow,  sleet, 
wind,  because  of  their  type  of  construction,  generally  are  greater 
than  in  the  city  and  this  constitutes  another  burden. 

Again,  about  85  percent  of  the  systems  are  at  the  mercy  of  some¬ 
body  else  for  their  power  supply  and  this  constitutes  a  burden. 
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Sixth,  in  many  States  we  are  not  franchised;  or,  if  we  are  we  are 
franchised  subject  only  to  the  franchises  of  other  systems,  other 
power  suppliers.  In  any  case,  we  were  not  there  first  and  the  franchise 
situation  usually  works  against  us  and  not  for  us. 

Seventh,  in  most  States  the  legal  situation,  our  economic  disadvan¬ 
tages,  and  the  bias  of  regulatory  commissions  encourage  the  power 
companies  to  raid  our  territory  and  take  our  larger  users,  while  we 
are  prohibited  legally  from  doing  the  same  to  them,  even  if  we  could 
do  it  otherwise. 

Eighth,  because  we  apparently  must  be  nonprofit  in  order  to  exist 
at  all ;  the  profit  is  not  there.  I  am  convinced  that  the  power  com¬ 
panies,  even  today,  could  not  serve  most  of  rural  America  under 
their  present  setups  because  it  would  tend  to  dilute  the  profits  which 
they  make  and  would  cause  them  to  subsidize  the  rural  areas,  and 
some  of  the  power  company  men  have  so  stated,  with  their  city  loads. 

Because  of  all  of  these  situations  we  don’t  have  favorable  diversity 
in  our  systems,  nor  favorable  load  factors  and  this  constitutes  a 
still  further  burden.  We  don’t  have  the  necessary  funds  for  experi¬ 
mentation  to  try  out  many  new  things  that  we  think  could  be  tried 
if  we  only  had  the  funds.  But  we  don’t  have  them  for  experimenta¬ 
tion.  Then  too,  since  our  load,  in  use  of  power,  is  doubling  every 
5  to  7  years,  we  are  confronted,  of  course,  with  the  constant  problem 
of  growth,  and  therefore  we  have  to  bear  the  burden  of  coming 
back  to  Congress  all  of  the  time  and  convincing  Congress  that  we  need 
these  new  funds,  and  apparently  at  the  same  time  trying  to  protect 
the  act  itself. 

Now  here  is  evidence  that  I  think  you  are  interested  in;  of  the  fact 
that  we  are  having  these  struggles.  The  REA  Administrator  speak¬ 
ing  the  other  day  before  our  national  meeting  said  that  our  systems 
have  accumulated  about  16  percent  equity. 

Well,  now,  here  we  have  been  operating  not  on  the  average  but 
altogether  some  23  or  24  years  and  still  have  only  16  percent  equity. 
But  here  is  the  most  significant  fact.  The  REA  Administration’s 
figures,  and  it  carries  on  constant  studies  in  this  area,  show  that  166 
systems  last  year  failed  to  make  debt  service.  This  doesn't  mean  they 
didn’t  pay  off  their  loans.  They  are  paying  off  their  loans.  But  it 
does  mean  that  they  did  not  at  the  same  time  accumulate  and  set  aside 
certain  funds  for  reserves  as  REA  asked  them  to  do  and  as  some  State 
commissions  I  believe  require  them  to  do. 

The  year  before  that  figure  was  141  systems.  More  systems  last  year 
failed  to  make  debt  service  than  the  year  before,  and  the  year  before 
that  it  was  158  systems. 

The  trend  is  not  good. 

Senator  Schoeppel.  Mr.  Ellis,  I  would  like  to  ask  you,  has  that 
been  related  to  any  particular  area  in  the  country  or  is  that  just  prac¬ 
tically  through  your  entire  rural  electrification  area? 

Mr.  Ellis.  It  is  pretty  consistently  general,  Senator. 

Gentlemen,  I  will  hurry  here.  We  think  this  Ripper  provision  is 
bad. 

Senator  Holland.  There  is  an  amendment  to  take  that  out,  isn't 
there  ? 

Mr.  Ellis.  No. 

Senator  Holland.  Your  brief  so  states. 
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Mr.  Ellis.  It  takes  it  out  only  as  to  the  Administrator. 

Mr.  Dell.  There  are  two  sections  in  the  bill.  One  on  which  there 
is  an  amendment  offered  to  leave  the  Administrator,  whoever  he  may 
be,  in  office  at  the  time.  If  this  bill  were  passed,  that  would  become 
law.  There  is  an  amendment  to  do  that.  On  the  other  section,  which 
is  section  3-A,  and  we  quote  it  in  this  testimony,  there  is  no  amend¬ 
ment  on  it. 

Senator  Holland.  You  want  the  same  type  of  action  taken  as  to 
the  employees  in  the  lower  echelons  as  well  as  the  top  level. 

Mr.  Dell.  If  this  bill  were  to  be  passed,  yes. 

Senator  Holland.  I  think  we  understand  that,  and  I  can  see  a 
reason  for  it.  All  right,  sir,  go  ahead. 

Mr.  Ellis.  That  concludes  my  statement. 

Senator  Holland.  Thank  you  very  much,  sir.  Senator  Schoeppel. 

Senator  Schoeppel.  I  have  no  further  questions. 

(The  prepared  statement  of  Mr.  Ellis  is  as  follows :) 

Now,  I  would  like  to  devote  a  few  remarks  to  S.  75. 

I  must  admit  that  the  idea  of  REA  as  a  separate  and  independent  agency  has 
had  strong  appeal  for  me  throughout  the  history  of  the  rural  electrification  pro¬ 
gram.  It  started  that  way.  It  worked  best  that  way.  And  I  have  said  so  on 
many  occasions. 

However,  as  a  Member  of  Congress  in  1939  when  the  question  of  making  REA 
an  agency  of  the  Department  of  Agriculture  came  before  the  House  in  the  form 
of  the  Reorganization  Plan  of  1939,  I  voted  for  the  plan  because  I  was  persuaded 
that  it  was  possible  to  achieve  streamlined  governmental  administration  while 
retaining  for  the  REA  Administrator  a  freedom  of  action  on  REA  loans  to  as¬ 
sure  a  dynamic  program ;  and  I  was  persuaded  of  the  necessity  of  having  fewer 
independent  agencies  reporting  directly  to  the  President  but  through  Cabinet 
positions. 

The  record  through  the  next  decade  and  a  half  demonstrated  that  REA  could 
retain  semiautonomous  and  dynamic  administration.  It  was  only  when  Sec¬ 
retary  Benson  sought  to  personally  exercise  the  REA  loan-making  responsi¬ 
bilities  that  trouble  developed.  It  then  became  obvious  that  something  had  to 
be  done  to  correct  this  dangerous  situation  or  the  program  will  be  seriously 
crippled. 

The  question  is  how  this  correction  can  be  best  achieved.  In  an  effort  to  ob¬ 
tain  a  sound  answer  to  this  question,  the  rural  electric  leaders  throughout  the 
country  during  the  last  year  and  a  half  have  discussed  the  issue  up  and  down. 
We  have  also  discussed  it  thoroughly  with  many  Members  of  Congress. 

The  conclusion  we  came  to  is  this :  That  we  should  seek  to  restore  to  the 
REA  Administrator  the  power  and  responsibility  that  worked  so  successfully 
up  to  the  time  Secretary  Benson  interferred  with  it.  Consequently,  in  response 
to  resolutions  passed  by  our  rural  electric  people  at  their  various  regional  meet¬ 
ings  in  the  fall  of  1957,  Senator  Humphrey  and  Congressman  Price  introduced  a 
bill  in  each  House  designed  to  restore  to  the  Administrator  the  powers  and 
responsibilities  he  had  been  exercising  up  to  midsummer  1957. 

Last  summer,  as  you  may  recall,  extensive  hearings  were  held  on  these  bills. 
Twenty-five  representaives  of  the  electric  cooperatives  from  various  sections 
of  the  country  came  and  testified  in  support  of  the  bills.  Nearly  100  others 
who  did  not  testify  came  anyway  to  the  hearings  to  demonstrate  their  concern. 
Congress  adjourned,  however,  before  the  bills  reached  the  floor  of  either  House. 

Then  at  their  regional  meetings  last  fall,  again,  the  rural  electric  systems 
once  more  expressed  their  views  on  this  mode  of  correcting  the  Benson  problem. 
Every  region  passed  resolutions  specifically  in  support  of  the  Humphrey-Price 
bill.  These  actions  were  then  followed  up  with  unanimous  vote  of  the  delegates 
at  our  national  annual  meeting  held  here  less  than  a  month  ago. 

At  this  point  I  should  like  to  insert  in  the  record  as  part  of  my  testimony 
the  resolutions  I  have  referred  to. 

I  can  say  that,  in  the  discussions  of  what  to  do  to  curb  Secretary  Benson’s 
domination  over  the  REA  Administrator,  the  idea  of  the  separate  and  inde¬ 
pendent  agency  was  seriously  considered.  However,  it  was  the  judgment  of 
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the  vast  majority  that  the  more  moderate  approach  of  the  Humphrey-Price 
bill  offered  the  REA  program  greater  advantages  for  the  long  run  than  complete 
separation  from  the  Department  of  Agriculture. 

I  would  like  to  discuss  some  of  these  pros  and  cons : 

The  best  thing  that  can  be  said  for  S.  75  is  that  it  would  get  REA  out  from 
under  Secretary  Benson’s  domination.  And  this  is  a  most  alluring  prospect. 
Secretary  Benson,  unlike  his  predecessors,  has  moved  in  on  the  Administrator’s 
loan-making  powers.  As  you  know,  for  the  last  year  and  a  half  Administrator 
Hamil  has  not  been  allowed  to  make  any  major  loans  without  first  getting  the 
green  light  from  Secretary  Benson’s  office. 

This  secretarial  intrusion  into  the  loan-making  process  at  REA  has  alarmed 
our  people — not  so  much  because  of  what  has  happened  to  date  as  what  can 
happen  if  this  veto  authority  is  not  terminated.  . 

There  is  plenty  of  evidence  that  the  Benson  action  to  subordinate  the  Adminis¬ 
trator  was  taken  in  order  to  stop  one  major  loan.  This  is  being  denied,  but 
the  fact  remains  that  even  today,  a  year  and  a  half  later,  the  loan  in  question 

has  not  been  made.  „  ,  „  ^ 

But  once  again  I  should  emphasize  that  it  is  fear  of  the  future  that  concerns 
the  rural  electric  people.  I  am  impressed  that  this  fear  should  now  also  con¬ 
cern  Members  of  Congress  on  both  sides  of  the  aisle,  as  is  evidenced  by  introduc¬ 
tion  of  S.  75. 

However,  I  am  convinced  that  S.  75  goes  too  far.  In  my  opinion  it  is  much 
too  strong  medicine  for  what  ails  the  patient.  We  stand  in  real  danger  of  cur¬ 
ing  the  Benson  trouble  while  ultimately  killing  REA. 

Here  are  three  reasons  why  I  think  this  is  so : 

Reason  No.  1. — REA  cannot  afford  to  be  cut  off  from  its  farm  and  rural 
orientation.  REA  is  not  just  another  power  program.  REA  is  a  power  pro¬ 
gram  dedicated  to  service  to  farmers  and  rural  people.  Since  before  j.  earl 
Harbor,  association  with  the  U.S.  Department  of  Agriculture  has  helped  REA 
emphasize  this  part  of  its  service.  I  am  convinced  REA  is  stronger  because 
of  it  I  am  convinced  the  program  has  accomplished  more  because  of  it.  I 
am  convinced  REA’s  vitality  would  soon  begin  to  wither  if  this  association 


were  cut  off. 

The  question  we  must  ask  is  this :  Do  we  want  REA  as  strictly  a  power  pro¬ 
gram?  or  do  we  want  the  kind  of  REA  we  have  had?  I  believe  it  is  the  latter 

that  farmers  and  rural  people  need  and  want.  , 

Despite  'Secretary  Benson’s  interference  with  the  REA  Administrator  s  loan¬ 
making  authority,  the  U.S.  Department  of  Agriculture  association  has  been  good 
for  REA  even  during  Benson’s  reign.  The  fine  brief  that  the  Department  s 
Office  of  the  General  Counsel  prepared  in  protest  to  the  Comptroller  General  s 
ruling  on  REA  last  summer  is  an  excellent  case  in  point.  Without  this  help, 
REA  fieldmen  might  very  well  be  out  right  now  trying  to  force  rural  electrics 
to  refund  loans  made  during  the  last  several  years. 

REA  has  benefited  by  being  in  the  Department  of  Agriculture.  The  solution 
to  our  Benson  problem  is  not  to  ruin  a  valuable  association  but  rather  to  curb 

Reason  No.  2. — REA  critically  needs  the  sympathetic  and  understanding  help 
of  the  legislative  and  appropriations  committees  here  in  the  Congress  that  have 
guided  the  program  to  its  great  achievements. 

This  is  in  no  sense  finding  fault  with  other  committees  in  either  House 
or  the  Senate.  The  fact  remains,  however,  that  for  20  years  REA  has  been 
under  the  jurisdiction  of  the  Agriculture  Committees  in  both  the  House  and  the 
Senate  and  under  the  jurisdiction  of  the  Agriculture  Subcommittees  of  the  Ap- 
propriations  Committees  in  both  the  House  and  the  Senate.  And  this  has  been 

of  great  benefit  to  the  program.  _  ... 

The  REA  is  a  complex  program,  one  that,  as  I  have  mentioned  affects  inti- 
mately  the  lives  and  well-being  of  farm  and  rural  people  and  their  families. 
This  program  can  be  understood  only  in  the  terms  of  that  background  and  in 
the  terms  of  the  peculiar  problems  characteristic  of  REA.  Let  me  illustrate : 

First,  the  program  operates  under  a  special  prohibition,  set  forth  in  the  law, 
that  bars  our  systems  from  going  into  the  thickly  settled  villages  and  towns  of 
over  1,500  population.  Thus,  we  are  kept  by  law  from  serving  any  of  the  most 
profitable  part  of  the  power  industry  market.  .  , . 

Second,  the  program  operates  under  another  special  prohibition,  also  set  forth 
in  the  law,  that  bars  our  systems  from  serving  what  is  usually  the  best  of  the 
rural  power  market.  We  are  prohibited  from  serving  anyone  already  served 
even  where  we  could  do  it  more  economically  than  anyone  else. 
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Third,  the  program  operates  under  a  special  requirement  that  we  serve  all  the 
unserved  in  our  areas,  whether  they  pay  their  own  way  or  not.  And  many  of 
them  don’t,  at  present  levels  of  consumption.  This  requirement  of  Congress 
was  a  social  decision,  not  an  economic  decision,  and  underscores  why  the  REA 
program  must  have  the  sympathetic  understanding  of  committees  who  con¬ 
stantly  deal  with  the  needs  of  farmers  and  rural  people. 

Fourth,  the  act  requires  repayment  of  REA  loans — plus  interest.  This  we  are 
happy  to  do,  but  the  only  way  we  can  do  it  is  to  add  onto  the  consumer-members’ 
power  bills  proportionate  amounts  to  equal  the  required  repayment  to  Uncle 
Sam.  This  constitutes  an  extreme  burden  because,  by  comparison,  the  power 
companies  never  liquidate  their  indebtedness  but  continue  to  float  it  in 
perpetuity. 

Fifth,  our  rural  construction  is  more  exposed  to  the  hazards  of  the  elements 
than  city  construction. 

Sixth,  about  85  percent  of  our  systems  still  don’t  have  their  own  complete 
source  of  power  supply  and  nearly  50  percent  of  them  are  at  the  mercy  of 
usually  one,  often  unfriendly,  source.  There  is  no  open  market  in  wholesale 
power  from  which  we  can  purchase  our  supply. 

Seventh,  in  most  States  the  legal  situation,  our  economic  disadvantages,  and 
the  bias  of  regulatory  commissions  encourage  the  power  companies  to  raid  our 
territory  and  take  our  larger  users,  while  we  are  prohibited  legally  from  doing 
the  same  to  them,  even  if  we  could  do  it  otherwise. 

Eighth,  because  we  must  be  co-ops  or  public  power  districts — whose  incentive 
is  service,  not  profit — we  apparently  must  stay  small  by  comparison  with  the 
ever-merging  profit  company  giants. 

Ninth,  because  of  our  small  size,  our  comparatively  low  average  use,  and  our 
predominantly  rural  character,  we  have  neither  a  favorable  diversity  of  electric 
use  nor  a  relatively  good  load  factor. 

Tenth,  and  because  of  both  our  small  size  and  our  other  economic  disadvan¬ 
tages,  we  don’t  have  the  necessary  funds  for  experimentation,  research  and 
studies  which  might  help  us  to  more  efficiently  overcome  these  handicaps — or 
even  to  stand  off  the  mass  propaganda  and  lobbying  campaigns  of  our  opponents 
while  we  solve  our  other  problems. 

Eleventh,  we  are  confronted  by  the  challenge  of  an  ever-growing  demand  for 
power  from  the  farmers  and  rural  people' who  are' the  consumers.  The  use  of 
power  is  doubling  every  5  to  7  years.  This  is  tremendous — even  for  the  fast¬ 
growing  electric  industry. 

Those  are  some  of  the  characteristics  of  the  REA  program  that  make  it  a  com¬ 
plex  program,  r  am  not  saying  that  other  committees  could  not  become  as  un¬ 
derstanding  of  these  problems  as  your  own  committee,  for  example.  What  I  am 
saying  is  that  the  agriculture  committees  have  spent  20  years  with  these  prob¬ 
lems  and  I  believe  most  firmly  that  the  REA  program  will  suffer  if  a  change  is 
made. 

Reason  No.  3. — Rural  electric  members,  directors  and  managers  are  concerned 
with  maintaining  the  principle  of  streamlined  governmental  administration. 
Like  all  citizens  who  think  seriously  about  the  future  welfare  of  our  country, 
they  understand  and  support  the  need  for  sound  and  efficient  administration  of 
the  huge  governmental  machinery. 

Students  of  government  administration  tell  us  that  it  is  desirable  to  hold  to 
the  minimum  the  number  of  agency  heads  reporting  directly  to  the  President. 
They  point  out  the  desirability  of  having  various  agencies  maintain  their  line 
of  business  with  the  President  through  the  Cabinet  level. 

This  is  the  way  it  has  been  for  REA  since  1930.  And  as  I  mentioned  at  the 
start  of  this  statement,  it  worked  well  until  Secretary  Benson  began  to  interfere 
with  responsibilities  that  practice  had  demonstrated  were  best  held  in  the  hands 
of  the  Administrator.  Consequently,  it  seems  to  us  that  the  answer  is  to  correct 
the  relationship  between  the  Secretary  and  REA,  rather  than  to  create  another 
separate  and  independent  agency  that  will  then  have  to  make  its  way  in  the  con¬ 
fusing  network  of  bureaus,  agencies  and  departments  that  are  competing  for 
the  President’s  attention. 

Many  Members  of  Congress  have  told  us  bluntly  that  they  are  not  in  favor 
of  creating  additional  independent  agencies.  They  have  told  us  that  this  in¬ 
cludes  REA.  It  would  be  a  mistake,  they  say,  to  set  up  REA  as  a  separate 
agency.  No  doubt  these  Members  will  express  themselves  in  their  own  way  on 
this  issue  as  it  is  dealt  with  in  the  Congress,  but  I  mention  the  point  only  be- 
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cause  their  expressions  on  how  to  achieve  the  most  effective  type  of  Government 
administration  have  been  one  influencing  factor  on  the  stand  we  have  taken 
on  S.  75. 

KIPPER  PROVISION 

Aside  from  the  principle  of  Government  administration  involved,  however, 
there  is  a  specific  provision  in  S.  75  that  makes  it  wholly  unacceptable  and  we 
would  have  to  oppose  it  most  vigorously  on  this  account  alone.  This  is  section 
2  and  section  3(a)  of  the  bill  as  originally  introduced.  These  provisions  might 
very  well  be  known  as  the  “ripper  provisions  ’’because  they  would  have  the  effect 
of  ripping  out  of  REA  any  employee  the  Administration  did  not  want  for  any 
reason. 

The  possible  drastic  effects  of  section  2  have  been  noted  by  Senator  Curtis. 
Mundt,  and  Allott  because  they  have  introduced  an  amendment  to  S.  75  saving 
the  Administrator  from  the  ripper  provision. 

But  the  rank  and  file  of  REA  employees  are  still  exposed. 

Section  3(a)  reads  as  follows  : 

“Employees  in  the  Department  of  Agriculture  who  are  being  utilized  on  the 
effective  date  of  this  act  primarily  for  the  performance  of  functions,  powers,  and 
duties  provided  for  in  the  Rural  Electrification  Act  of  1936,  as  amended,  shall  be 
transferred  to  the  jurisdiction  and  control  of  the  Rural  Electrification  Adminis¬ 
tration  in  those  instances  in  which  the  Administrator  determines  that  they  are 
qualified  and  necessary  to  carry  out  the  functions,  powers,  and  duties  of  the 
Rural  Electrification  Administration.”  [Italic  supplied.] 

This  is  the  first,  time  that  I  can  recall  where  the  civil  service  has  been  sus¬ 
pended  and  the  fate  of  Government  employees  turned  over  to  one  man. 

How  much  chance  do  you  think  there  would  be  for  an  employee  who  has  re¬ 
fused  to  lobby  for  the  Benson  REA  proposals? 

Or  an  employee  who  has  been  unable  to  subscribe,  with  sufficient  enthusiasm, 
to  the  Eisenhower  power  policies? 

Or  an  employee  who  may  have  spoken  his  convictions  more  earnestly  than 
pleased  front-office  sensitivities? 

REA,  over  the  years,  has  had  a  dedicated  crew  of  employees.  Their  drive, 
know-how  and  enthusiasm  to  serve  rural  America  have  contributed  tremendously 
to  the  success  of  the  REA  program.  The  vision  exhibited  by  REA  employees  was 
instrumental  in  getting  the  program  started.  Their  dynamic  character  was  im¬ 
portant  in  overcoming  the  many  obstacles  that  had  held  back  rural  electrifica¬ 
tion.  Their  skill  has  helped  make  the  program  a  model  of  fiscal  soundness.  We 
must  not  let  anybody  chop  the  heads  off  people  like  that  in  this  program  or  in 
any  other. 

Politics  has  been  strictly  forbidden  in  the  selection  and  promotion  of  this  staff. 
Congress  wrote  these  restrictions  right  into  the  REA  Act.  The  REA  law  goes 
uiuch  farther  and  is  more  specific  than  is  the  case  with  most  other  governmental 
programs.  It  would  be  a  severe  blow  to  this  high  standard  to  undercut  it  now 
%>y  imposing  the  section  3(a)  ripper  provision. 

For  all  these  reasons  we  must  oppose  S.  75  as  not  being  good  for  REA.  We  sin¬ 
cerely  urge  you  to  oppose  it  also  and  lend  your  support  to  S.  144,  a  more  moderate 
and  more  effective  measure  to  accomplish  what  all  of  us  are  seeking  to  do  and 
that  is  to  restore  to  the  REA  Administrator  the  full  loan-making  authority  that 
Congress  intended  him  to  have. 

Mr.  Chairman,  I  want  to  express  my  thanks  and  appreciation  to  you  and  to  the 
members  of  this  committee  for  arranging  this  opportunity  for  me  to  testify. 

Senator  Holland.  Are  there  further  witnesses?  Except  for  pre¬ 
viously  mentioned  reservations  of  the  right  to  file  statements  and  for 
another  request  that  1  have  just  received  from  Senator  Curtis  to  file  a 
supplementary  statement,  which  is  granted  without  objection  from 
the  committee,  the  hearing  is  closed,  reserving,  however,  if  it  is  agree¬ 
able  to  other  members  of  the  committee,  the  right  of  other  Senators 
who  wish  to  file  statements *to  do  so  under  the  conditions  that  if  they 
wish  to  do  so,  they  do  it  by  Tuesday  of  next  week. 

(Whereupon,  at  1  p.m.,  the  hearing  was  concluded.) 


LEGISLATIVE  HISTORY 


s.  lUU 

(Vetoed) 


TABLE  OF  CONTENTS 


■'  ■  ■  V'  "Ajtf: . t.i 

,4<i 

•’  &©o  ' 


•''Ki'.Tv;Ov  JC/'X' 


INDEX  AND  SUMMARY  OF  S.  li*U 


Jan,  7,  1959 

Jan.  9,  1959 

Feb.  25,  1959 
Mar.  18,  1959 
Mar.  20,  1959 


Mar.  2U,  1959 

Mar.  26,  1959 

Mar.  27,  1959 

Apr.  7,  1959 
Apr.  8,  1959 
Apr.  13,  1959 

Apr.  1U,  1959 
Apr.  15,  1959 

Apr.  27,  1959 


Rep.  Price  introduced  H.  R.  1321  which  was 
referred  to  the  House  Government  Operations 
Comnittee.  Print  of  bill  as  introduced* 

Sen.  Humphrey  and  others  introduced,  and  Sen. 
Humphrey  discussed,  S.  lUi*  which  was  referred 
to  the  Senate  Government  Operations  Committee. 
Print  of  bill  as  introduced  and  remarks  of 
Sen.  Humphrey* 

Senate  subcommittee  ordered  S*  lUU  reported* 

House  committee  ordered  H«  R.  1321  reported* 

House  committee  reported  H.  R.  1321  with  amend¬ 
ments.  H.  Report  No.  235*  Print  of  bill  and 
report. 

Senate  committee  ordered  reported  S.  lUi*  with 
an  amendment  in  the  nature  of  a  substitute* 

Senate  committee  reported  S.  lUU  with  amend¬ 
ments.  S.  Rept.  No.  11*2.  Print  of  bill  and 
report. 

Digest  of  H.  R.  1321  as  reported  by  the  House 
Committee* 

Digest  of  S.  lUU  as  reported  by  the  Senate 
committee* 

Senate  began  debate  on  S*  llUw 

Senate  passed  S.  lUh  as  reported. 

House  Rules  Committee  reported  resolution  for 
consideration  of  H.  R.  1321.  H.  Res.  236,  H. 
Rept.  No.  266.  Print  of  resolution  and  report 0 

House  began  debate  on  H.  R«  1321. 

House  passed  H.  R.  1321  as  reported.  The  passage 
of  H.  R.  1321  was  subsequently  vacated  and  the 
bill  tabled,  after  which  S.  lUi,  was  passed  in 
lieu  of  H.  R.  1321  without  amendment. 

Senate  received  President's  veto  message  on 
S.  lbJh.  S.  Doc.  25*  Print  of  document. 


.  ■  ■  " 


.  .  trt±  eoirn  .qaK 

E>.  J  •  g  4*  r..  «•  *  or  Kr'r'  9  '-/'l 

-  -  •  I.  •  :  o  ■ 

,  t-  •' +-  l-  rr:  •  rs  . ft?  •'  .n? 

,8  tbfeESLroeib  TorrtqntrH 

-  .  .  ‘  t 

•  -  •  •  r  =  ->•.  , .  in  . 

*'•  SI.  .  ••  ’ 

*  ■  *  1: 

.  -  '  "  «  »  •:  ’  • 

-  .  v.'  ,  .  si  -T.+.-.V  :  <  ':V  * 

,  '  “  •  7-:  .  .  , 

,  v41  rr 


*  70  aatoiw*  a 

-br  ,  :  '  m.  a»,t.tiw  o  o ?* n 

.  .  ,  ,  *r-rr 

♦  .  •  r;  ;• 

:  '•  r  .  r>  3-  t ' 

.;o  .  r;  00 

, 

*  ‘  ~  -  '8  ,  p  ' 

4"  T  s  •77  t :  a  Af’br.io  ■  -  f-  <»s  -c r; 

*  t  *  »  .  » 

»  ,  • 

•  ■-  »  . 

•  '  ,  '  'V:' 

»  . 

, 

*  •  •>  .  ;  .  C8CC  .  .  • : 

-8  v  s 1  J’.iabJtaa’rt  bsvXsoai  eSaattB 

•  .  ,  ,  .  '  , 


I  <v 

*rt«l 

v  ■' 

.  ■ 

t 

, 

x  ‘  I 

tSI 

.  '  -7 

<V0£ 

<  5 

?tJ  I 

% 

•  7*  ' 

tl 

W<?I 

« 

%T 

crox 

t 

.7 

'  &  • 

td 

. 

£<?I 

.17 

-S'  L 

t 

.  7<7  A 

:>L 

J2 

. 

INDEX  AND  SUMMARY  OF  S.  li*U,  Cont*d: 


Apr,  28,  1959  Senate  overrode  Presidents  veto  of  S.  lU*. 

Apr,  29,  1959  House  received  Presidents  veto  message  on 

S.  111. 

Apr,  30,  1959  House  sustained  Presidents  veto  of  S.  lJUU • 


Hearings: 

S,  Fes,  21  -  Rural  Electrification  Loans  -  S, 
Agriculture  and  Forestry  Committee  -  Harch  5 
and  6,  1959. 

S.  75,  Rural  Electrification  Administration  - 
S.  Agriculture  and  Forestry  Committee  -  March 
5  and  6,  1959.  (includes  S,  lliU), 

H.  R.  1321,  3029,  3192,  1*662  ,  5?l*6,  5688,  and 
5853  -  Modifying  Reorganization  Plan  No,  II  of 
1939  and  Reorganization  Plan  No.  2  of  1953  (Rural 
Electrification  Administration)  -  H,  Government 
Operations  Committee  -  March  6,  1959, 


»  ,  .  .  ' 


.  * 


o  cr  * 


'  •  O  *'.'  ~  V" 

,  'l  , 


'  '  .•••  r  •'  •  •;  :v»r  •••' 


•  ■  :  ,  .  ?.r 

-91  XK  ,  „ 

■  ■■■  .  c  ,  *?  -  ■' 


,  -  r.ri  .or  '•  ■  sr:  ,  "  .j/:  -  IV  ,  ♦ 

•  „  r  z-:  •  r  I.--'.’'- 

•  ;  i 

-  .  1  "  X-  ‘  '•  ./■■'r-  ..  £&*"'  i_)7  ♦ 

t  1  r>  i  '  f  “■  » 

.  -  ,  3  ■-  t 

:  :•  :-.r 

♦  l  t  ?,  t  ^  «  • 

•  r  '  ’  o"  -  ' 

. 

-  :..r  ■■  r  •  '  \  ;-tr-  ’’ 


.  '  r 


•V’.'f  ■’ 


DIGEST  OF  S.  144  (Vetoed) 


TRANSFER  OF  REA  FUNCTIONS.  S.  144,  which  would  have  provided  that 
the  functions  and  activities  of  REA  and  of  the  Administrator  of 
REA  which  were  transferred  to  the  Department  and  to  the  Secre¬ 
tary  by  Reorganization  Plan  No.  II  of  1939  and  Reorganization 
Plan  No.  2  of  1953,  are  transferred  to  the  REA  Administrator, 
to  be  exercised  and  administered  within  the  Department  by  the 
Administrator  under  the  general  direction  and  supervision  of 
the  Secretary,  except  that  insofar  as  such  functions  relate  to 
the  approval  or  disapproval  of  loans  authorized  to  be  made  under 
the  Rural  Electrification  Act  of  1936,  as  amended,  their  exercise 
by  the  Administrator  would  not  be  subject  to  the  supervision  or 
direction  of,  or  to  any  other  control  by,  the  Secretary. 
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86th  CONGRESS  If  TJ  1  QOI 

1st  Session  fj.  1\.  ljZl 


IN  THE  HOUSE  OF  REPRESENTATIVES 

January  7, 1959 

Mr.  Price  introduced  the  following  bill;  which  was  referred  to  the  Com¬ 
mittee  on  Government  Operations 


A  BILL 

To  amend  Reorganization  Plan  Numbered  2  of  1953. 

1  Be  it  enacted  by  the  Senate  and  Home  of  Representa- 

2  tines  of  the  United  States  of  America  in  Congress  assembled , 

3  That  section  1  of  Reorganization  Plan  Numbered  2  of  1953 

4  shall  not  hereafter  apply  to  the  Rural  Electrification  Admin- 

5  istration,  and  there  are  hereby  transferred  to  the  Adminis- 

6  trator  of  the  Rural  Electrification  Administration  all  func- 

7  tions  which  were  transferred  from  the  Administrator  to  the 

8  Secretary  of  Agriculture  by  such  reorganization  plan;  and 

9  notwithstanding  the  provisions  of  section  5  of  Reorganization 

10  Plan  Numbered  2  of  1939,  or  the  provisions  of  any  other 

11  law,  any  action  of  the  Administrator  of  the  Rural  Electrifica- 


I 


2 


1  tion  Administration  with  respect  to  the  approval  or  denial 

2  of  loans  authorized  to  be  made  under  the  provisions  of  the 

3  Rural  Electrification  Act  of  1936,  as  amended,  shall  be  the 

4  sole  responsibility  of  the  Administrator. 
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86th  CONGRESS 
1st  Session 


S.  144 


IN  THE  SENATE  OF  THE  UNITED  STATES 


January  9  (legislative  day,  January  8),  1959 


Mr.  Humphrey  (for  himself,  Mr.  Mansfield,  Mr.  Hennings,  Mr.  Magnuson, 
Mr.  Yarborough,  Mr.  Johnston  of  South  Carolina,  Mr.  Hill,  Mr.  Langer, 
Mr.  Murray,  Mr.  JIartke,  Mr.  Jackson,  Mr.  Kerr,  Mr.  Proxmire,  Mr. 
Morse,  Mr.  Ivefauver,  Mr.  Thurmond,  Mr.  Jordan,  Mr.  Kennedy, 
Mr.  Fulbright,  Mr.  Young  of  North  Dakota,  Mr.  Sparkman,  Mr.  Carroll, 
and  Mr.  O’Mahoney)  introduced  the  following  bill ;  which  was  read  twice 
and  referred  to  the  Committee  on  Government  Operations 


BILL 


To  amend  Reorganization  Plan  Numbered  2  of  1953. 


Be  it  enacted  by  the  Senate  and  House  of  Representa- 


1 


2  tives  of  the  United  States  of  America  in  Congress  assembled , 

3  That  section  1  of  Reorganization  Plan  Numbered  2  of  1953 

4  shall  not  hereafter  apply  to  the  Rural  Electrification  Admin- 

5  istration,  and  there  are  hereby  transferred  to  the  Adminis- 

6  trator  of  the  Rural  Electrification  Administration  all  func- 

7  tions  which  were  transferred  from  the  Administrator  to  the 

8  Secretary  of  Agriculture  by  such  reorganization  plan;  and 

9  notwithstanding  the  provisions  of  section  5  of  Reorganization 

10  Plan  Numbered  2  of  1939,  or  the  provisions  of  any  other 

11  law,  any  action  of  the  Administrator  of  the  Rural  Electrifica- 

12  tion  Administration  with  respect  to  the  approval  or  denial 
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1  of  loans  authorized  to  be  made  under  the  provisions  of  the 

2  Rural  Electrification  Act  of  1936,  as  amended,  shall  be  the 

3  sole  responsibility  of  the  Administrator. 
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themselves  have  reached,  shall  become  bind¬ 
ing  upon  and  shall  control  the  relationship 
between  the  parties  from  the  date  of  such 
filing  until  the  expiration  of  1  year  from  such 
date,  bu\such  award  may  be  changed  by 
mutual  consent  or  agreement  of  the  parties. 

“(4)  Either  party  to  the  dispute  may, 
within  15  daW  from  the  date  the  award  is 
filed  as  provided  in  subparagraph  (f)  of  this 
paragraph  3  ofNsection  7  of  this  act  (45 
U.S.C.  157,  3(f) )  Netition  the  United  States 
district  court  for  the  district  in  which  such 
award  was  so  filed  fo\a  review  of  such  award 
on  the  ground  (A)  that  the  parties  were  not 
given  reasonable  opportunity  to  be  heard, 
(B)  that  the  board  of  arbitration  exceeded 
its  powers,  (C)  that  the  a^ard  is  unreason¬ 
able  in  that  it  is  not  supported  by  the  evi¬ 
dence,  or  (D)  that  the  awar\was  procured 
by  fraud,  collusion,  or  other  unlawful  means 
or  methods.  Such  court,  without  the  inter¬ 
vention  of  a  jury,  shall  hear  th\  evidence 
adduced  by  the  parties  with  respeat  to  the 
issue  raised  by  the  petition  and  mayVwerse 
the  award  only  if  it  finds  that  (i)  one  c^f  the 
parties  was  not  given  reasonable  opportunity 
to  be  heard,  (ii)  that  the  board  of  arbitra¬ 
tion  exceeded  its  powers,  (iii)  that  the  orde- 
is  unreasonable  in  that  it  is  not  supporte 
by  the  evidence,  or  (iv)  that  the  order  was 
procured  by  fraud,  collusion,  or  other  un¬ 
lawful  means  or  methods.  The  decision  of 
the  district  court  shall  be  final  unless  within 
10  days  either  party  shall  apply  to  the  ap¬ 
propriate  United  States  court  of  appeals  for 
a  review  of  such  decision.  If  the  district 
court  reverses  the  .award  for  one  of  the  rea¬ 
sons  stated  in  this  paragraph  and  no  appeal 
is  taken  or  the  reversal  of  such  award  is 
affirmed  on  appeal,  or  if  an  order  of  the  dis¬ 
trict  court  affirming  an  award  is  reversed  on 
appeal,  the  Mediation  Board  shall  promptly 
notify  the  President.  Upon  such  notifica¬ 
tion  the  President  may  reconvene  the  board 
of  arbitration  or  may  appoint  a  new  board 
of  arbitration  and  such  reconvened  or  newly 
appointed  board  of  arbitration  shall  proceed 
to  take  such  action  as  may  be  required  by 
the  court’s  decision. 

“(5)  It  shall  be  unlawful  during  any  pe¬ 
riod  beginning  with  the  date  of  issuance  of 
an  order  by  'the  President  under  paragraph 
(1)  of  this  subsection  and  ending  on  the 
date  on  which  an  award  of  a  board  of  arbi¬ 
tration  under  this  subsection  ceases  to  be  in 
effect/ —  ' 

“(A)  For  any  carrier  which  is  a  party  to 
a  dispute  with  respect  to  which  an  order  was 
issued  under  paragraph  (1)  of  this  subsec¬ 
tion  to  engage  in  a  lockout; 

“(B)  For  employees  of  such  carrier  to  en¬ 
gage  in  a  strike  or  other  concerted  stoppage 
of  work; 

“(C)  For  any  labor  organization  repre 
senting  the  employees  of  such  carrier  to  ea 
gage  or  encourage  such  employees  to  engage, 
in  any  strike  or  other  concerted  stoppage  of 

work;  ./ 

“(D)  For  any  carrier,  labor  organization, 

or  individual  to  willfully  fail  or  /fuse  to 
carry  out  any  duty  imposed  by  a/  award  of 
a  board  of  arbitration  under  thiysubsection; 

“(E)  For  either  party  to  /e  dispute  to 
make  any  change  in  the  conditions  out  of 
which  the  dispute  arose  /cept  as  provided 
in  the  award  or  agreed  jfpon  by  both  such 
parties.  / 

“(6)  Whoever  violates  the  provisions  of 
paragraph  (5)  shall' be  guilty  of  a  misde¬ 
meanor  and  shall  Joe  punished  by  a  fine  of 
not  more  than  000  or  by  imprisonment 
for  not  more  tihCn  1  year,  or  both. 

“(7)  In  anjr  case  in  which,  during  any 
period  beginning  with  the  date  of  issuance 
of  an  order  oy  the  President  under  para¬ 
graph  (1/of  this  subsection  and  ending  on 
the  dal/  on  which  an  award  of  a  board  of 
arbitration  under  this  subsection  ceases  to 
be  in/effect,  a  carrier  which  is  a  party  to  the 
dispute  with  respect  to  which  such  order 


was  issued  engages  in  any  lock-out,  or  a 
labor  organization  which  is  a  party  to  such 
dispute  orders  or  encourages  the  employees 
of  such  carrier  to  engage  in  a  strike  or 
other  concerted  stoppage  of  work,  or  a  sub¬ 
stantial  number  of  the  members  of  such 
labor  organization  engage  in  any  concerted 
or  simultaneous  action,  which  results  in 
an  interruption  in  or  suspension  of  the  op¬ 
eration  of  such  carrier,  such  carrier  or  labor 
organization,  as  the  case  may  be,  shall  be 
subject  to  a  penalty  of  not  to  exceed 
$10,000  for  each  day  that  such  interruption 
or  suspension  continues,  which  penalty  shall 
be  recoverable  in  a  civil  suit  brought  by 
the  United  States  for  that  purpose. 

“(8)  Any  person  adversely  affected  by 
reason  of  any  violation  of  the  provisions  of 
this  subsection  may  file  an  action  in  the 
United  States  district  court  for  the  district 
in  which  such  violation  occurred  to  restrain 
and  enjoin  such  violation  and  to  compel  the 
performance  of  the  duties  imposed  by  this 
subsection.  The  provisions  of  section  6  and 
20  of  the  act  entitled  ‘An  Act  to  supplement 
existing  laws  against  unlawful  restraints 
and  monopolies,  and  for  other  purposes’, 
approved  October  15,  1914,  as  amended  (15 
U.S.C.  17;  29  U.S.C.  52),  and  the  provisions 
k  jf  the  act  entitled  ‘An  Act  to  amend  the 
Judicial  Code  and  to  define  and  limit  the 
jurisdiction  of  courts  sitting  in  equity, 
and\for  other  purposes’,  approved  Marcy 
23,  1932  (29  U.S.C.  101  et  seq.) ,  shall  nr6t 
be  applicable  to  proceedings  commented 
under  tFVis  paragraph.” 


PROPOSElX  LEGISLATION  /DELAT¬ 
ING  to  h\te  bombing/  AND  SO 

FORTH 

Mr.  JAVITS.  NMr.  Pre/lent,  my  col 
league,  the  juniorySenfitor  from  New 
York  [Mr.  KEATiNGWias  today  intro¬ 
duced  a  bill  to  prohijcHt  certain  acts  in¬ 
volving  the  importation^  transportation, 
possession  or  use  Xf  explosives  in  inter¬ 
state  commerce/he  so-called  antibomb¬ 
ing  bill,  with  l4  sponsors.  N  am  today 
introducing  yx  other  bills,  which  repre¬ 
sent  the  aptihate  bombing  pXdcage  of 
the  junior/Gena  tor  from  New  Ydidc  [Mr. 
Keating/ and  myself,  generally  dh^cted 
to  the  /me  subject. 

Mr/President,  I  have  the  honor  to 
nou/ce  as  co-sponsors,  in  addition  to  t 
two  Senators  from  New  York,  on  the' 
fst  bill,  the  bill  introduced  by  my  col- 
, league  [Mr.  Keating],  Mr.  Allott,  Mr. 
Beall,  Mr.  Bennett,  Mr.  Cooper,  Mr. 
Kuchel,  Mr.  Langer,  Mr.  Martin,  Mil 
Scott,  Mr.  Bridges,.  Mr.  Case  of  New 
Jersey,  Mr.  Prouty,  and  Mrs.  Smith. 

I  have  the  honor  to  announce,  as  to 
the  other  six  bills,  the  cosponsorship  of 
the  following  Senators:  Mr.  Allott,  Mr. 
Beall,  Mr.  Bennett,  Mr.  Cooper,  Mr. 
Kuchel,  Mr.  Langer,  and  Mr.  Martin. 

Mr.  President,  the  genesis  of  these 
measures  arises  from  the  shocking  bomb¬ 
ings — shocking  alike  to  men  and  women 
in  every  section  of  the  country — of 
schools,  places  of  worship  without  regard 
to  faith,  homes  and  business  places,  so 
connected  with  the  tensions  arising  from 
efforts  at  desegregation  in  a  number  of 
our  Southern  States. 

Following  the  congressional  campaign 
of  1958  the  junior  Senator  from  New 
York  [Mr.  Keating]  and  I  made  a  trip 
to  three  major  cities:  Jacksonville, 
Atlanta,  and  Birmingham.  These  are 
cities  where  such  outrages  had  occurred. 
I  am  very  proud  to  state  that  we  found 


the  greatest  feeling  of  resentment  an/ 
outrage  on  the  part  of  all  citizens,  as  well . 
as  officialdom.  We  did  our  best  to  </ne 
modestly  and  learn  all  we  could.  /lav¬ 
ing  advised  our  colleagues  froi/  those 
States  in  advance  that  we  were/coming, 
we  were  received  very  graciou/y  by  the 
local  municipal  officials  and  /ad  an  op¬ 
portunity  to  learn  something  about  the 
situation  right  on  the  /ground.  Un¬ 
fortunately  in  one  plac/  there  was  the 
experience,  which  we  ^deprecated,  of  a 
meeting  which  did  not  have  any  partic¬ 
ipation  of  Negro  leadership,  but  we  did 
our  best  to  repai/that  by  interviewing 
some  of  the  Negno  leaders  ourselves. 

Mr.  President^ in  respect  to  the  intro¬ 
duction  of  this  proposed  legislation,  I 
describe  it  sis  the  following  seven  pro¬ 
posals: 

A  bill  fc6  make  interstate  transporta¬ 
tion  of  /plosives  a  crime  when  the  in¬ 
tent  i/o  damage  or  destroy  any  building 
for  the  purpose  of  interfering  with  its 
usq/or  to  intimidate  any  person. 

That  is  the  bill  introduced  by  the 
Xmior  Senator  from  New  York  [Mr. 
'Keating]  with  13  additional  sponsors. 
The  next  six  bills  are  introduced  by  me, 
and  in  each  case  the  junior  Senator  from 
New  York  [Mr.  Keating]  is  a  cosponsor, 
with  seven  additional  Senators  as  co¬ 
sponsors,  for  a  total  of  nine  Senators  in 
sponsorship.  The  bills  relate  to  the  fol¬ 
lowing  : 

An  amendment  to  the  fugitive  felon 
statute,  18  U.S.C.  1073,  which  forbids 
travel  across  State  lines  to  avoid  prosecu¬ 
tion  or  imprisonment,  to  include  among 
the  crimes  of  violence  listed  the  “willful 
destruction  of  any  building  or  structure.” 

A  bill  to  extend  to  Federal  officials 
protection  against  threats  and  violence. 

A  bill  to  ban  from  the  mails  material 
tending  to  incite  specific  acts  of  violence 
such  as  murder,  arson,  assault,  rape  and 
willful  destruction  of  any  building  or 
structure,  etc.,  listed  in  the  fugitive  felon 
statute,  as  amended. 

An  amendment  to  the  postal  laws, 
39  U.S.C.  259,  to  give  the  Postmaster 
General  the  authority  to  enforce  pro¬ 
visions  banning  such  mail. 

An  amendment  to  the  interstate 
ireats  statute,  18  U.S.C.  875,  to  ban 
siXh  threats  where  their  purpose  is  to 
interfere  with  Federal  or  State  laws  or 
degrees. 

A  similar  amendment  to  the  mail 
threats X^tatute,  18  U.S.C.  876,  to  bar 
such  threes. 

Hate  mailhas  become  an  increasingly 
serious  problem.  The  Post  Office  De¬ 
partment  reports  that  complaints  about 
it  quadrupled  \n  1958.  Officers  who 
arrested  the  Atlanta  Temple  bombing 
suspects  reported  \nding  large  supplies 
of  anti-Semitic  anck  anti-Negro  litera¬ 
ture  in  their  homes.  \Mass  mailings  of 
this  kind  of  material  which  tries  to  ex¬ 
ploit  bigotry,  lawlessness  and  discrim¬ 
ination  have  reportedly  closely  preceded 
some  of  the  recent  bombing 

It  is  becoming  increasinglyMifficult  to 
separate  the  propaganda  of  Hate  from 
the  actual  terror,  the  bombings  and  the 
threats  to  determine  which  comeA  first. 

There  is  no  doubt  in  our  minds  that 
the  average  citizen  in  the  South  is  gs 
deeply  shocked  and  outraged  by  the 
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nearljK  70  bombings  and  attempted 
bombinfes  reported  since  1954,  including 
27  incidents  last  year,  as  is  the  Nation 
as  a  whole.  We  found  considerable 
support  among  southern  officials  for  a 
law  such  as\e  now  propose  to  give  the 
FBI  concurrent  jurisdiction  in  hate 
bombing  cases  s<^  that  it  can  act  imme¬ 
diately,  just  as  i\  does  now  in  kidnap- 
ings  as  authorize!^  by  the  Lindbergh 
Act.  \ 

Although  law  enforcement  officials  in 
these  southern  communities  told  us  they 
were  doing  their  utmost  to  catch  the 
hate  bombers,  many  of  thepi  emphasized 
that  lack  of  jurisdiction  and  resources 
severely  limit  their  ability  to  track 
down  and  bring  to  justice  \hat  their 
evidence  indicates  is  probably  a  well 
organized  gang  (or  gangs)  of  Ime  ter¬ 
rorists  operating  in  several  spates. 
Florida  officials  in  particular  forecast 
that  a  Federal  antibombings  statute 
would  not  be  the  signal  for  the  slacken 
ing  off  in  local  police  efforts  but  woull 
instead  initiate  the  kind  of  coordinated' 
action  by  Federal,  State  and  city  au¬ 
thorities  most  apt  to  result  in  the  most 
effective  police  work. 

In  the  one  instance  where  the  FBI  did 
move  in  at  once,  after  the  bombing  of  a 
Temple  in  Atlanta  last  October,  a  group 
of  suspects  were  speedily  rounded  up 
and  indicted  for  the  crime. 

Seldom  have  we — speaking  for  Sena¬ 
tor  Keating  and  myself — examined  an 
emergency  situation  which  so  urgently 
requires  Federal  legislation  to  help 
remedy  it.  Local  law  enforcement 
agencies  have  for  the  most  part  been 
unable  to  apprehend  or  convict  the  hate 
bombers  or  check  the  flood  of  hate  mail 
inciting  to  violence  which  together  have 
created  a  climate  of  severe  tension  in 
certain  southern  communities. 

The  dimensions  of  the  damage 
wrought  by  the  dynamiting  of  private 
homes,  schools,  houses  of  worship,  com¬ 
munity  centers  and  places  of  business  in 
several  States  take  us  beyond  an  obvious 
attempt  at  mass  intimidation  of  minor¬ 
ity  groups.  The  terrorists  responsible 
are  assaulting  a  doctrine  essential  t< 
the  preservation  of  our  democratic 
society,  the  maintenance  of  law  arid 
order  to  which  the  overwhelming/ma¬ 
jority  of  Americans,  regardless  qr  indi¬ 
vidual  differences  on  civil  rights,  are 
genuinely  devoted. 

I  close  with  the  statement  that  we 
believe  that  the  comprehensive  legis¬ 
lation  we  are  introducing/m  cosponsor¬ 
ship  with  so  many  Senate  colleagues 
will  help  to  more  effectively  curb  the 
activities  of  fanaticy  and  racists  try¬ 
ing  to  establish  a  reign  of  terror,  par—* 
ticularly  in  comr^nities  where  official 
resistance  to  ccnm  orders  on  desegrega¬ 
tion  of  the  public  schools  tend  to  invite 
other  acts  of  lawlessness.  In  our  opin¬ 
ion,  our  group  of  seven  bills  will  achieve 
that  objective  without  inf  ringing  upon 
our  traditional  freedoms  of  speech  and 
press  o t  the  essential  responsibilities 
and  jurisdiction  of  local  law  enforce¬ 
ment  officials. 

The  PRESIDENT  pro  tempore.  The 
bills  will  be  received  and  appropriately 
referred. 


The  bills,  Introduced  by  Mr.  Javits 
(for  himself  and  other  Senators) ,  were 
received,  read  twice  by  their  titles,  and 
referred,  as  indicated : 

To  the  Committee  on  the  Judiciary: 

S.  120.  A  bill  to  make  unlawful  the  trans¬ 
mission  in  interstate  commerce  of  certain 
communications  with  intent  to  interfere 
with  the  execution  of  Federal  or  State 
statutes  or  court  decrees; 

S.  121.  A  bill  to  make  unlawful  the  mail¬ 
ing  of  threatening  communications  with 
intent  to  interfere  with  the  execution  of 
Federal  or  State  statutes  or  court  decrees; 

S.  122.  A  bill  to  make  unlawful  mailing 
of  matter  tending  to  incite  crimes  of  vio¬ 
lence; 

S.  123  A  bill  to  amend  title  18  of  the 
U.S.  Code  relating  to  threats  or  injury  to 
Federal  officers  in  the  discharge  of  their 
duties;  and 

S.  124.  A  bill  to  make  unlawful  interstate 
travel  to  avoid  prosecution  for  willful  de¬ 
struction  or  damaging  of  any  building. 

To  the  Committee  on  Post  Office  and 
Civil  Service: 

S.  125.  A  bill  to  authorize  the  exclusion 
from  the  mails  of  matter  relating  to  tt 
^solicitation  of  funds  for,  and  the  distril 
Uon  of  information  relating  to  certain ydn- 
1  awful  activities. 


oldXage  and  SURVIVORS /INSUR¬ 
ANCE  BENEFITS— INCREASE  OF 
EXEMPTIONS  FOR  INCOME  TAX 
PURPOSES 

Mr.  LANGER.  Mr.  president,  I  hr 
troduce,  for 'appropriate  reference,  two 
bills.  The  first  bill/would  permit  all 
citizens  to  receive  a#  least  minimum  old- 
age  and  survivors  insurance  benefits. 
The  second  bill  vrould  enable  all  citizens 
an  increase  in ^dividual  exemptions  for 
income  tax  purposes/ 

From  time  to  time.Nl  shall  introduce 
new  bills  As  well  as  reintroduce  other 
bills  inter  the  Senate  wh«ih  were  intro¬ 
duced  Joy  me  in  the  85th 'Congress  but 
whicjX were  not  enacted  inth  law.  It  is 
my  iiope  that  the  86th  Congress  will  look 
fayorably  upon  these  bills  which  bene- 
many  people  throughout  the \puntry. 
The  PRESIDENT  pro  temporeS.  The 
bills  will  be  received  and  appropriately 
referred. 

The  bills,  introduced  by  Mr.  Lang^, 
were  received,  read  twice  by  their  title; 
and  referred  to  the  Committee  on  Fi¬ 
nance,  as  follows: 

S.  126.  A  bill  to  amend  title  II  of  the  So¬ 
cial  Security  Act  to  permit  all  citizens  of  the 
United  States  to  receive  at  least  minimum 
old-age  and  survivors  insurance  benefits;  and 
S.  127.  A  bill  to  amend  the  Internal  Reve¬ 
nue  Code  so  as  to  increase  the  individual  ex¬ 
emption  for  income  tax  purposes  from  $600 
to  $1,000. _ - 

AMENDMENT  OF  REORGANIZATION 
PLAN  NO.  2  OF  1953 

Mr.  HUMPHREY.  Mr.  President,  on 
behalf  of  myself,  and  the  Senator  from 
Montana  [Mr.  Mansfield],  I  introduce, 
for  appropriate  reference,  a  bill  to  amend 
Reorganization  Plan  No.  2  of  1953.  I  ask 
unanimous  consent  that  this  bill  lie  over 
on  the  desk  until  the  close  of  business 
on  Monday,  January  12,  in  order  to  per¬ 
mit  the  addition  of  names  of  other  co¬ 
sponsors. 


The  PRESIDENT  pro  tempore.  The 
bill  will  be  received  and  appropriately 
referred;  and,  without  objection,  the  bill 
will  lie  on  the  desk,  as  requested  by  the 
Senator  from  Minnesota. 

The  bill  (S.  144)  to  amend  Reorgani¬ 
zation  Plan  No.  2  of  1953,  introduced  by 
Mr.  Humphrey  (for  himself  and  Mr. 
Mansfield)  ,  was  received,  read  twice  by 
its  title,  and  referred  to  the  Committee 
on  Government  Operations. 

Mr.  HUMPHREY.  Mr.  President,  I 
ask  unanimous  consent  that  an  explana¬ 
tory  statement  of  the  bill,  prepared  by 
me,  may  be  printed  in  the  Record. 

The  PRESIDENT  pro  tempore.  With¬ 
out  objection,  it  is  so  ordered. 

The  explanatory  statement  presented 
by  Mr.  Humphrey  is  as  follows: 

Statement  by  Senator  Humphrey 

I  am  introducing  on  behalf  of  myself  and 
Senator  Minefield,  for  appropriate  refer¬ 
ence,  a  bill  to  amend  the  Reorganization 
.Plan  No.  2  of  1953  so  that  hereafter  section 
/  1  of  the  plan  will  no  longer  apply  to  the 
Rural  Electrification  Administration.  The 
bill  also  specifies  that  the  approval  or  denial 
of  REA  loans  will  be  the  sole  responsibility 
of  the  REA  Administrator,  regardless  of  the 
provisions  of  any  other  law. 

The  bill  provides  for  the  transfer  to  the 
Administrator  of  REA  all  functions  which 
were  transferred  from  the  Administrator  to 
the  Secretary  of  Agriculture  under  Reorgan¬ 
ization  Plan  No.  2  or  any  other  reorganiza¬ 
tion  plan  or  law. 

Many  of  the  Senators  will  remember  that 
I  introduced  a  s!milar  bill  in  the  last  Con¬ 
gress.  Extensive  hearings  were  held  on  it  by 
the  Subcommittee  on  Reorganization  of  the 
Committee  on  Government  Operations.  No 
formal  action  was  taken,  but  the  hearings 
convinced  me,  and  I  believe  a  number  of 
other  Senators,  that  this  legislation  is  vital 
to  the  continued  stability  and  progress  of 
the  rural  electrification  program. 

I  think  the  hearings  clearly  proved  that 
the  Secretary  of  Agriculture  has  reduced  the 
REA  Administrator  to  nothing  more  than  a 
good  will  ambassador.  The  REA  Administra¬ 
tor  can  no  longer  make  important  loans  on 
his  own  initiative;  before  he  can  sign  a  loan 
for  more  than  $500,000  he  has  to  send  it  over 
to  the  Secretary’s  office  for  review. 

The  making  of  loans  is  supposed  to  be 
the  major  duty  of  the  REA  Administrator. 
That  is  why  his  position  exists — why  REA 
itself  exists.  Loans  are  supposed  to  be  made 
if  they  come  within  the  law  and  if  they 
meet  REA’s  standards  of  feasibility.  Cer¬ 
tainly  they  axe  not  supposed  to  be  influenced 
in  any  way  by  political  considerations. 

Congress  made  sure  of  this,  or  thought  it 
did,  when  REA  was  established.  The  REA 
Administrator  is  appointed  for  a  10-year 
term.  He  must  be  confirmed  by  the  U.S. 
Senate.  The  law  throws  what  should  be 
a  cloak  of  political  immunity  around  him, 
so  that  he  will  not  be  tempted  to  let  political 
/philosophies  influence  his  decisions  on  loan 
1  applications. 

Under  this  concept,  the  rural  electrifica¬ 
tion  program  has  been  an  enormous  success. 
Today,  more  than  95  percent  of  our  rural 
homes  and  institutions  have  been  electrified. 
I  know  of  no  other  Government  program 
that  has  done  so  much  good  for  so  many 
people.  I  know  of  no  other  lending  program, 
public  or  private,  that  can  match  the  fan¬ 
tastic  repayment  record  of  the  REA  bor¬ 
rowers. 

A  shadow  has  fallen  on  this  great  program. 
The  REA  Administrator  is  no  longer  his  own 
man.  He  no  longer  can  Judge  an  important 
loan  application  on  its  merits  and  make  the 
loan  himself  if  it  should  be  made. 
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We  discovered  in  1957  that  the  REA  Ad¬ 
ministrator  had  been  ordred  to  check  loans 
of  more  than  $500,000  with  Kenneth  Scott, 
Director  of  Agricultural  Credit  Services.  Mr. 
Scott  is  appointed  by  the  Secretary  of  Ag¬ 
riculture.  He  has  no  fixed  tenure,  and  he  is 
not  confirmed  by  the  Senate. 

I  submit  that  there  can  only  be  one  rea¬ 
son  for  having  loans  reviewed  in  the  Secre¬ 
tary’s  office.  They  are  sent  there  to  pass 
some  sort  of  political  or  philosophical  test. 
There  is  Just  no  other  explanation. 

The  only  loans  which  go  to  Mr.  Scott 
are  those  which  the  professional  staff  at  REA 
have  thoroughly  checked  and  approved.  They 
are  the  loans  which  the  Administrator  would 
be  expected  to  sign.  They  have  been  ap¬ 
proved  by  the  legal  division,  the  engineering 
division,  and  all  the  others  that  are  involved 
in  the  loan  procedure.  They  are  certified  to 
be  within  the  law  and  to  be  feasible. 

Why  should  some  top  political  figure  in 
the  Department  of  Agriculture  review  such 
loans?  Why  should  he  pass  on  them?  If 
he  makes  a  thorough  technical  review,  then 
I  submit  it  is  the  clearest  example  of  gov¬ 
ernment  waste  and  duplicity  I  have  ever 
come  across. 

But  he  does  not  make  a  technical  review. 
He  checks  to  see  whether  the  loans  fit  the 
philosophy  of  the  administration.  There  is 
no  other1  answer,  and  I  think  that  practice 
poses  a  real  threat  to  the  rural  electrifica¬ 
tion  program.  I  would  think  the  same  thing 
if  we  had  a  Democratic  administration  or 
any  other  kind  of  administration. 

I  am  not  saying  that  this  practice  has  re¬ 
sulted  in  any  great  abuses  to  date.  My  point 
is  that  as  a  matter  of  principle  the  decision 
on  REA  loans  should  be  made  by  the  Ad¬ 
ministrator  who  by  law  is  free  from  political 
pressure  and  philosophy. 

*  Reorganization  Plan  No.  2  gave  the  Secre¬ 
tary  of  Agriculture  broad  powers  to  redis¬ 
tribute  the  functions  of  the  agencies  in  the 
Department.  Secretary  Benson  told  our  sub¬ 
committee  at  the  time  we  were  considering 
this  plan  that  he  would  make  no  major 
changes  without  consulting  the  Congress 
and  interested  individuals  and  associations. 
He  told  us  this  repeatedly,  and  on  these  as¬ 
surances,  we  gave  our  approval  to  the  plan. 
But  he  did  not  carry  out  this  pledge  when 
he  took  away  the  major  loanmaking  author¬ 
ity  of  the  REA  Administrator — and  if  that 
action  was  not  a  major  change  then  I  don’t 
know  that  a  major  change  would  be. 

This  bill  is  designed  to  restore  the  full 
loanmaking  authority  of  the  REA  Admin¬ 
istrator.  It  makes  sure  that  the  Adminis¬ 
trator,  and  he  alone,  has  final  authority  for 
making  or  rejecting  an  individual  loan.  The 
bill  does  not  take  REA  out  of  the  Depart¬ 
ment  of  Agriculture.  It  does  not  make  REA 
an  independent  agency.  The  Department  of 
Agriculture  will  still  have  full  policy  control 
over  REA,  but  not  over  individual  loans. 

I  think  the  record  will  show  that  I  have 
consistently  supported  reorganization  pro¬ 
posals  in  the  past,  under  this  administra¬ 
tion  and  the  one  which  preceded  it.  When 
we  received  the  assurances  of  Secretary  Ben¬ 
son,  I  supported  Reorganization  Plan  No.  2 
of  1953. 

Since  those  assurances  were  not  carried 
out  I  feel  no  obligation  to  continue  to  sup¬ 
port  that  plan  insofar  as  it  applies  to  REA. 

This  proposed  legislation  has  the  en¬ 
thusiastic  support  of  rural  electric  people 
throughout  the  country.  It  was  unani¬ 
mously  approved  by  the  6,000  people  who 
attended  the  annual  meeting  of  the  National 
Rural  Electric  Cooperative  Association  last 
year.  Last  fall,  after  the  85th  Congress  had 
adjourned,  all  10  of  the  regional  meetings 


of  NRECA  unanimously  passed  resolutions 
to  support  this  legislation  in  this  Congress. 

Mr.  HUMPHREY.  I  ask  unanimous 
consent  that  a  resolution  adopted  at  the 
region  VI  meeting  in  Bismarck,  S.  Dak., 
on  October  28,  1958,  may  be  printed  in 
the  Record  and  appropriately  referred. 

I  also  ask  unanimous  consent  that  this 
bill  lie  on  the  desk  until  the  close  of 
business  on  Monday,  January  12,  in  order 
to  permit  the  addition  of  names  of  other 
cosponsors. 

The  PRESIDENT  pro  tempore.  With¬ 
out  objection  the  resolution  will  be 
printed  in  the  Record,  and  the  bill  will 
lie  on  the  table,  as  requested  by  the 
Senator  from  Minnesota. 

The  resolution  is  as  follows: 
Resolution  Adopted  at  Region  VI  Meeting 
of  National  Rural  Electric  Cooperative 
Association 

REA  REORGANIZATION 

Whereas  the  original  REA  Act  of  1936  pro¬ 
vided  for  strictly  nonpartisan  administration 
of  REA  and  provided  for  the  appointment  of 
an  Administrator  by  the  President,  with  con¬ 
firmation  by  the  Senate  for  a  10-year  term  to 
insure  nonpartisan,  nonpolitical  administra¬ 
tion;  and 

Whereas  Secretary  of  Agriculture,  Ezra  Taft 
Benson,  pledged  himself  to  a  congressional 
committee  to  make  no  changes  in  REA  with¬ 
out  first  consulting  the  proper  congressional 
committees  and  other  interested  groups;  and 
Whereas,  in  June  1957,  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans 
of  $500,000  or  more,  and  that  all  loans  of 
whatever  amount,  to  new  borrowers,  be  re¬ 
viewed  by  the  Secretary’s  office;  and 

Whereas  Secretary  Benson  has  supported  a 
bill  in  Congress  which  would  drastically  in¬ 
crease  interest  rates  and  drive  electric  and 
telephone  cooperatives  to  Wall  Street  for 
their  financing:  Now,  therefore,  be  it 
Resolved,  That  we  are  vigorously  opposed 
to  any  reorganization  of  REA;  and  be  it  fur¬ 
ther 

Resolved ,  That  as  soon  as  the  new  Con¬ 
gress  convenes  in  1959  a  bill  identical  or 
similar  to  the  Humphrey-Price  bill  of  1953, 
which  would  restore  to  the  REA  Adminis¬ 
trator  all  of  the  functions  and  authority 
vested  in  him  by  the  original  act  of  1936,  be 
introduced  and  passed. 
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shall  be  applicable  to  certain  other 
projects,  introduced  by  Mr.  Kerr  (f9r 
himself  and  Mr.  Monroney),  was  re¬ 
ceived,  read  twice  by  its  title,  and/ ’'re¬ 
ferred  to  the  Committee  on  Agricjnture 
and  Forestry. 

The  statement  presented  by  Tylr.  Kerr 
is  as  follows: 

Mr.  Kerr.  Mr.  President,  on  behalf  of  my¬ 
self,  and  my  colleague,  the  ji/nior  Senator 
from  Oklahoma  [Mr.  Monroney],  I  intro¬ 
duce,  for  appropriate  reference,  a  bill  to 
amend  the  Watershed  Projection  and  Flood 
Prevention  Act  to  provide'  that  its  loan  pro¬ 
visions  shall  be  applicable  to  certain  other 
projects. 

This  bill,  if  enacted,  would  amend  Public 
Law  566,  83d  Congress,  as  amended  by  Public 
Law  1018,  84th  Congress.  The  purpose  of 
the  amendment  is  to  extend  the  authoriza¬ 
tion  of  loans  contained  in  Public  Law  1018 
to  11  watershed  projects  authorized  under 
section  13  of/the  Flood  Control  Act  of  1944. 

Construction  of  watershed  works  of  im¬ 
provement  in  these  11  projects  has  been 
underway  for  a  period  of  10  years.  They  are 
generally  identical  in  character  to  the  types 
of  improvements  provided  for  in  Public  Law 
566,/as  amended.  The  11  watersheds  include 
a  /total  of  about  30  million  acres  in  New 
irk,  Pennsylvania,  Maryland,  Virginia, 
est  Virginia,  Georgia,  Mississippi,  Okla¬ 
homa,  Texas,  Iowa,  and  California. 

Because  the  programs  in  these  11  water¬ 
sheds  were  already  authorized,  the  Depart¬ 
ment  has  not  accepted  applications  for  as¬ 
sistance  within  their  boundaries  under  the 
provisions  of  Public  Law  566,  as  amended. 
The  only  form  of  assistance  not  available 
in  these  11  watersheds  which  can  be  ob¬ 
tained  under  authority  of  Public  Law  566, 
as  amended,  is  the  securing  of  Federal  loans 
under  the  provisions  of  section  8  of  Public 
Law  566,  as  amended. 

The  purpose  of  the  bill  is  to  further  amend 
Public  Law  566  to  make  the  provisions  of 
section  8  applicable  to  the  11  watersheds 
authorized  in  the  Flood  Control  Act  of  1944 
in  the  same  mafiner  as  it  is  applicable  to  all 
projects  originated  under  Public  Law  566 
throughout  the  remainder  of  the  United 
States. 


AMENDMENT  OF  WATERSHED  PRO¬ 
TECTION  AND  FLOOD  PREVEN¬ 
TION  ACT 

Mr.  KERR.  Mr.  President,  on  be¬ 
half  of  myself  and  my  colleague,  the 
’junior  Senator  from  Oklahoma  [Mr. 
Monroney],  I  introduce,  for  appropri¬ 
ate  reference,  a  bill  to  amend  the  Wa¬ 
tershed  Protection  and  Flood  Prevention 
Act  to  provide  that  its  loan  provisions 
shall  be  applicable  to  certain  other  proj¬ 
ects.  I  ask  unanimous  consent  that  a 
statement  by  me  relating  to  a  similar 
bill  introduced  by  me  in  the  85th  Con¬ 
gress,  and  appearing  at  page  4181  of  the 
Congressional  Record,  may  be  printed 
in  the  Record. 

The  PRESIDENT  pro  tempore.  The 
bill  will  be  received  and  appropriately 
referred;  and,  without  objection,  the 
statement  will  be  printed  in  the  Record. 

The  bill  (S.  153)  to  amend  the  Water¬ 
shed  Protection  and  Flood  Prevention 
Act  to  provide  that  its  loan  provisions 


EVALUATION  OF  RECREATIONAL 

BENEFITS  FROM  CONSTRUCTION 
OF  CERTAIN  WORKS  OF  IMPROVE¬ 
MENT 

[r.  KERR.  Mr.  President,  on  behalf 
lyself,  the  Senator  from  South  Da¬ 
kotas.  [Mr.  Case],  and  my  colleague,  the 
juniok  Senator  from  Oklahoma  [Mr. 
Monroney],  I  introduce,  for  appropriate 
reference,  a  bill  to  make  the  evaluation 
of  recreational  benefits  resulting  from 
the  constniction  of  any  flood-control, 
navigation, \>r  reclamation  project  an 
integral  part\of  project  planning,  and 
for  other  purposes.  I  ask  unanimous 
consent  that  a  statement  prepared  by  me 
on  February  ll,\l957,  relating  to  this 
subject  matter  may  be  printed  in  the 
Record. 

The  PRESIDENT  ixro  tempore.  The 
bill  will  be  received  and  appropriately 
referred;  and,  without^  objection,  the 
statement  will  be  printeaNin  the  Record. 

The  bill  (S.  159)  to  make  the  evalua¬ 
tion  of  recreational  benefit^  resulting 
from  the  construction  of  any\flood-con- 
trol,  navigation,  or  reclamation  project 
an  integral  part  of  project  planmpg,  and 
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for  otber  purposes,  introduced  by  Mr. 
Kerr  (ler  himself  and  other  Senators), 
was  received,  read  twice  by  its  title,  and 
referred  fe  the  Committee  on  Public 
Works.  \ 

The  stateirifept  presented  by  Mr.  Kerr 
is  as  follows:  '' 

Statement^ ,RY  Senator  Kerr 

Federal  water  projects  have  become  a 
major  portion  of  the.,  playgrounds  for  the 
Nation.  I  believe  it  A,  time  that  the  Fed¬ 
eral  law  recognizes  the  great  economic  value 
of  these  recreation  benefits.and  increases  the 
opportunity  for  their  development. 

Under  present  law,  the  value  of  the  rec¬ 
reation  benefits  expected  frorh,  water  proj¬ 
ects  cannot  be  counted  in  computing  the 
economic  justification.  Furthermore,  there 
is  insufficient  provision  for  a  full .develop¬ 
ment  of  recreation  opportunities  t\  insure 
wider  usage  and  more  economic  benefits  to 
the  areas. 

Senator  Monroney  and  I  are,  therefore, 
today  introducing  new  legislation  to  correct 
this  situation.  The  only  limitation  will  bS 
that  the  recreation  program  does  not  conflict'' 
with  the  major  purposes  of  the  project,  such 
as  flood  control,  power,  etc.  The  general 
result  will  be  to  speed  authorization  and 
construction  of  projects  with  recreational 
opportunities,  and  to  improve  such  facili¬ 
ties  of  those  projects  already  in  operation. 

The  primary  purpose  of  the  bill  is  to  im¬ 
prove  the  benefit-cost  ratio  by  counting  po¬ 
tential  recreation  benefits  up  to  15  percent 
of  the  total  cost  of  the  project.  This  por¬ 
tion  would  not  be  repaid  to  the  Federal  Gov¬ 
ernment  by  users.  Such  benefits  would  be 
computed  on  the  basis  of  $1  >per  person  on 
the  estimated  number  of  visitors  annually, 
a  figure  obviously  much  less  than  experience 
proves  would  be  fed  into  the  local  economy 
by  the  booming  tourist  trade. 

Our  bill  would  allow  and  encourage  full 
cooperation  and  coordination  of  all  agencies, 
local,  State  and  Federal,  to  promote  the 
maximum  development  and  usage  of  recrea¬ 
tion  facilities.  It  covers  the  projects  built 
both  by  the  Corps  of  Army  Engineers  and 
the  Bureau  of  Reclamation. 

This  proposal  to  recognize  officially  recre¬ 
ation  benefits  has  been  endorsed  by  the 
Chief  of  the  Corps  of  Army  Engineers.  He 
recently  cited  the  tremendous  popularity  of 
the  lake  projects,  and  indicated  the  need  of 
new  and  clarifying  legislation. 

The  proven  value  and  popularity  of  these 
great  projects  demonstrate  the  logic  and  ne¬ 
cessity  of  recognizing  recreation  as  an  impor¬ 
tant  benefit. 

For  instance,  in  1955,  there  was  a  total  ofy 
62  million  visitors  at  the  Army  Engineer^ 
projects,  which  was  more  than  the  cok 
bined  total  at  all  national  parks,  and  many, 
many  more  than  the  total  visiting  national 
forests. 

Last  summer,  there  were  64,000  l»6ats  li¬ 
censed  for  operation  on  the  Army/Engineer 
reservoirs,  with  the  number  growing  at  a 
rapid  rate.  Water  skiing  in  thyrand-locked 
Middle  West  has  become  a  booming  fad. 

In  our  own  Oklahoma,  there  were  about 
13  5  million  visitors  reported  at  our  9  big 
lakes,  including  about  6/6  million  at  Lake 
Texoma.  Already,  the /tourist  business  is 
feeding  millions  of  dollars  annually  into  our 
economy,  and  the  increase  of  population, 
with  the  increase  of  leisure  time,  is  calcu¬ 
lated  to  multiply/faus  total  many  times  in 
the  future. 

Senator  MoWroney,  of  Oklahoma,  is  co¬ 
sponsoring  t)Jis  bill  with  me  in  the  Senate, 
and  a  companion  bill  is  being  introduced  in 
the  House'  by  Representatives  Carl  Albert 
and  Ed  Edmondson,  of  Oklahoma. 

We  have  spent  many  months  in  confer- 
ence yon  this  bill,  working  with  representa¬ 
tive/  of  State  and  local  agencies,  and  the 
Federal  agencies  affected.  We  believe  it  is 
eraequate  and  satisfactory.  It  will  greatly 


strengthen  our  soil  and  water  program,  pro¬ 
vide  better  recreation  facilities  for  the  peo¬ 
ple,  and  spur  the  economy  where  the  projects 
are  located. 


COMMISSION  TO  STUDY  PROBLEMS 
OP  ALCOHOLISM 

Mr.  JOHNSTON  of  South  Carolina. 
Mr.  President,  I  introduce  for  appropri¬ 
ate  reference  a  joint  resolution,  the  pur¬ 
pose  of  which  is  to  establish  a  commis¬ 
sion  to  study  the  problem  of  alcoholism 
in  the  United  States  and  to  make  rec¬ 
ommendations  for  the  more  adequate 
provision  of  facilities  for  the  treatment, 
rehabilitation,  cure  of  alcoholics,  and  for 
the  prevention  of  alcoholism. 

I  conducted  an  intense  personal  study 
into  alcoholic  problems  which  entailed 
the  examination  of  records  and  statis¬ 
tics  furnished  me  by  nearly  every  State 
in  the  Nation  and  also  information  pro¬ 
vided  by  doctors,  industries,  and  other 
k organizations  such  as  Alcoholics  Anony- 
ious  which  are  working  on  this  problem, 
have  prepared  a  statement  in  sup¬ 
port  of  this  resolution  which  incorpo- 
ratesvgenerally  facts  on  alcoholism  anc; 
whatNt  is  costing  America  in  broke 
homes, 'broken  lives,  dollars  and  cents, 
and  which,  I  think,  clearly  demonstrates 
that  alcoholism  is  a  cancer  on  our/spirit. 

At  this  tirhe  I  would  like  to  thank  the 
Governors  and  alcoholism  coin  miss  ions 
of  the  various  TBtates  which/ssisted  me 
in  compiling  facts  on  the  effects  of  alco¬ 
holism  in  this  country.  I/have  retained 
this  information  ami  I  shall  gladly  make 
this  material  available/to  the  committee 
of  the  Senate  to  whictrmy  resolution  may 
be  referred  for  appi^prrate  action. 

Mr.  President,  Y  ask  unanimous  con¬ 
sent  to  have  primed  alonNwith  my  re¬ 
marks  a  statement  in  support  of  the 
joint  resolution  on  alcoholisms 

The  PRESIDENT  pro  tempcJte.  The 
joint  resolution  will  be  received  and  ap¬ 
propriately  referred;  and,  without  objec¬ 
tion,  the  statement  will  be  printed  insfhe 
Record. 

le  joint  resolution  (S.  J.  Res.  1)  tfc 
establish  a  Commission  to  study  the' 
U'oblem  of  alcoholism  in  the  United 
'States  and  to  make  recommendations  for 
the  more  adequate  provision  of  facilities 
for  the  treatment,  rehabilitation,  and 
cure  of  alcoholics,  and  for  the  prevention 
of  alcoholism,  introduced  by  Mr.  John¬ 
ston  of  South  Carolina,  was  received, 
read  twice  by  its  title,  and  referred  to  the 
Committee  on  Labor  and  Public  Welfare. 

The  statement  presented  by  Mr.  John¬ 
ston  of  South  Carolina  is  as  follows: 

Statement  of  Senator  Johnston 

One  of  the  major  problems  confronting 
modern  society  is  alcoholism. 

This  addictive  disease  accounts  for  an 
almost  countless  number  of  woes:  it  makes 
life  a  living  hell  for  more  than  5  million 
Americans  and  their  families.  It  is  a  disease 
which  brings  pain,  mental,  financial,  and 
physical  suffering  to  victims,  causes  person¬ 
ality  breakdowns,  broken  homes,  high  di¬ 
vorce  rates,  delinquency,  adult  and  juvenile, 
crimes  of  various  sorts,  an  appalling  toll  of 
accidents,  industrial  and  traffic,  serious 
financial  loss  to  business  and  industry.  Not 
the  least  ill  desired  byproduct  of  alcoholism 
is  the  corrosion  of  morale  it  brings  to  sub¬ 
stantial  segments  of  the  population  and  the 
yet  undetermined  physical  damage  to  human 


minds  and  bodies.  Alcoholism,  in  short, 
a  problem  of  great  national  concern. 

Alcoholism  is  not  a  new  problem  to  m Zn. 
It  has  been  with  civilization  for  centuries. 
For  a  long,  long  time  it  has  been  a  serious 
problem.  But  only  in  recent  years/has  it 
been  recognized  as  a  disease.  We  know  now 
the  alcoholic  should  not  be  treated  with 
social  shame,  but  as  one  who  is  ill  with  a 
disease.  In  the  opinion  of  many  experts  in 
the  field  of  alcoholism,  the  ^hanged  public 
attitude  toward  the  alcohojic  is  one  of  the 
major  gains  of  the  past  several  decades. 

Compassion  rather  than  condemnation 
must  be  the  keynote  in  dealing  with  alco¬ 
holics.  It  is  with  this  view  that  I  address 
myself  to  the  challenging  problem  of  alco¬ 
holism.  It  was  Wth  the  thought  that  we 
can  further  the/ good  work  already  being 
done  by  the  several  States  and  others  in 
this  vital  field  by  developing  national  in¬ 
terest  and  .providing  leadership  and  aux¬ 
iliary  help/that  I  undertook  a  comprehen¬ 
sive  surTj^y  and  study  of  this  whole  prob¬ 
lem. 

The/results  indicate  to  me  and  others  that 
a  challenging  task  confronts  us  in  the  ex¬ 
tension  of  activity  to  deal  with  alcoholism. 
Ijt  the  areas  of  education,  prevention,  treat- 
lent,  and  rehabilitation,  much  remains  to 
be  done  despite  the  excellent  efforts  of  the 
several  States  in  their  respective  programs. 

Before  proceeding  with  the  presentation 
of  the  material  recruited  in  my  study  of 
alcoholism,  I  am  pleased  to  acknowledge  the 
very  splendid  cooperation  of  the  governors 
of  the  several  States  as  well  as  the  respec¬ 
tive  directors  of  the  various  State  commis¬ 
sions  on  alcoholism.  I  have  had  a  most 
hearty  and  prompt  response  from  those  offi¬ 
cials  in  my  request  for  information  on  what 
their  States  are  doing  for  the  treatment  and 
prevention  of  alcoholism.  I  also  want  to 
record  my  thanks  to  the  many  private  and 
public  organizations  that  have  given  their 
wholehearted  and  valuable  cooperation. 

An  impressive  volume  of  achievement  has 
been  realized  over  the  country  in  programs 
on  alcoholism.  It  is  readily  apparent  from 
the  encouraging  results  through  the  Nation 
that  the  attitude  of  the  public,  the  medi¬ 
cal  fraternity  and  Government  has  taken 
a  tremendous  change  for  the  better. 

Most  encouraging  is  the  realization  that 
something  worthwhile  in  the  way  of  a  cure 
can  be  effected,  that  individuals  can  be  re¬ 
claimed  from  the  rubble  heap  and  brought 
back  to  sound  health,  self-respect,  and  use¬ 
ful  places  in  society.  The  work  of  Alco- 
lolics  Anonymous  has  been  most  effective 
irv  this  field — the  activities  of  this  group  is 
a  saga  of  understanding,  tolerance,  helpful 
support  and  practical  therapy.  It  is  most 
heartening  to  read  the  accomplishments  of 
Alcoholics  Anonymous  and  it  is  all  the  more 
noteworthy  because  the  work  was  started 
originallyNtoy  two  men  who  had  been  ad¬ 
dicted  to  drinking.  From  this  humble, 
spontaneous\operation  Alcoholics  Anony¬ 
mous  has  spr^d  to  a  nationwide  organiza¬ 
tion  which  conunands  the  voluntary,  in¬ 
spired  services  of  thousands  of  men  and 
women  who  have  been  fellow  sufferers. 

Giving  credit  to  a|l  the  pioneers  in  the 
field  of  alcoholism,  public  officials,  lay  men 
and  women,  and  members  of  the  medical 
profession,  social  workers  and  others,  I  am 
of  the  opinion,  based  on\my  studies,  that 
despite  the  vast  amount  of  good  that  has 
been  accomplished,  the  surSace  really  has 
been  only  scratched.  Presesmv  programs  in 
many  States  are  the  beginnings  of  what 
hold  the  promise  of  real  achievement.  In 
State  after  State,  the  start  has  bVfm  made 
and  the  course  has  been  charted.  >But  fa¬ 
cilities,  personnel,  and  funds  are  atN  bare 
minimum.  The  foundation  is  hereupon 
which  we  can  build  the  pillars  of  ssfiid 
achievement  to  universally  overcome  alco¬ 
holism. 
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SENATE 


1.  ELECTRIFICATION.  The  Reorganization  and  International  Organizations  Subcommittee 
of  the  Government  Operations  Committee  ordered  reported  S.  144,  to  amend  Re¬ 
organization  Plan  2  of  1953  fco  as  to  exempt  REA  from  the  plan,  to  transfer  to 
the  Administrator  of  REA  all  functions  which  were  transferred  from  the  Adminis¬ 
trator  to  the  Secretary  of  Agriculture  by  the  plan,  and  to  give  the  Adminis¬ 
trator  sole  responsibility  for  the  approval  or  denial  of  REA  loans,  p.  D109 


HOUSE 

2.  ACREAGE  Al/oHIENTS.  The  Agriculture  Committee  rejected  a  motion  to\order  re¬ 
ported/.  R.  3215,  to  permit  the  exchange  between  farms  in  the  same\pounty  of 
cotton/ and  rice  acreage  allotments,  p.  Dill 


CENTENNIAL  CELEBRATION.  A  subcommittee  of  the  Judiciary  Committee  ordered  re- 
rted  H.  R.  4012,  to  provide  for  the  centennial  celebration  of  the  estatKlish- 
of  the  Department  of  Agriculture  and  the  land-grant  colleges  and  Stati 
universities,  p.  Dill 


4.  CROP  INSURANCE.  The  Agriculture  Committee  ordered  reported  H.  R.  306,  to  am e/d 
the  Federal  Crop  Insurance  Act  so  as  to  eliminate  from  the  program  crops  "wb/ch 
constitute  only  a  small  part  of  total  income.  p«  Dill 


5.  WATERSHEDS.  The  Agriculture  Committee  " approved  seven  watershed  project/  in  the’ 
respective  States  of  Mississippi,  North  Carolina,  North  Dakota  and  Soych  Dakota, 
Kansas  and  Nebraska,  Ohio,  and  Oklahoma."  p.  Dill 


6.  HOUSING.  The  Banking  and  Currency  Committee  ordered  reported  with 
H.  R.  2357,  the  housing  bill  for  1959.  p.  Dill 


Amendment 


7.  FORESTRY.  The  Interior  and  Insular  Affairs  Committee  ordered  reported  with 
amendment  H.  R.  1776,  to  provide  for  the  employment  of  staff ^members  by  the 
National  Outdoor  Recreation  Resources  Commission,  p.  Dill 


8.  FARM  LABOR.  Rep.  Roosevelt  urged  the  enactment  of  legisl; 
Labor  Standards  Act  so  as  to  provide  for  increases  in  tl 
pp.  2651-4 


:ion  to  amend  the  Fair 
wages  for  farm  labor. 


9.  PUBLIC  DEBT.  Rep,  Wright  and  others  expressed  concei 
public  debt,  and  urged  the  enactment  of  legisiatioi 
the  systematic  retirement  of  thX,debt.  pp.  2643-#l 


over  the  size  of  the 
to  provide  a  program  for 


10.  COMMITTEE  ASSIGNMENTS.  Rep.  Simpsoi 
Committee  on  Reduction  of  Nonessenti 


Pa. ,  was 
il  Federa] 


jpointed  a  member  of  the  Joint 
Expenditures,  p.  2624 


11.  EXTENSION  WORK.  Rep.  Natcher  commended\the  /Work  of  the  4-H  Clubs,  p.  2654 


12.  REPORTS.  Received  the  annual  report  of  t/fi^  Secretary  of  the  Treasury  (H.  Doc,  3) 
p.  2656 

Received  from  Commerce  a  quarterly  /fcepor£\.  on  export  cont ro  1 .  p.  2656 
Received  from  GAO  an  audit  report /of  burleV  and  flue-cured  tobacco  price 
support  and  agricultural  adjustment  programs  ii»  N.  C.  and  Tenn. ,  and  a  review 
of  warehouse  tobacco  sales  in  Ky.  / by  CSS,  1956X57.  p.  2656 


13.  BONDING.  Received  from  GAO  a  pr/posed  bill  "To  eliminate  all  responsibility  of 
the  Government  for  fixing  dat^s  on  which  the  period\>f  limitation  for  filing 


suits  against  Miller  Act  pa) 
mittee.  p.  2656 


mt  bonds  commences  to  run" ;  to  Judiciary  Com- 


14.  PERSONNEL.  The  Ways  and  M4ans  Committee  reported  with  amendment  H,  R.  3472,  to 
repeal  Sec.  1505  of  the /Social  Security  Act  so  that  in  determining  eligibility 
of  Federal  employees  unemployment  compensation  their  accured  annual  leave 

shall  be  treated  in  accordance  with  State  laws  (H.  Rept.  80)  \  p.  2657 
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FARM  PROGRAM.  Re£.  Hull  inserted  a  speech  by  Sen.  Symington  stating  that  "drops 
in  farm  income  ./and  purchasing  power"  have  been  a  cause  of  the  recen\  recession, 
that  many  fartti  families  have  no  automobiles  or  telephones,  and  that  Xp  solve, 
in  part,  the/  farm  inventory  of  surplus  crops  problem,  increased  action,  under 
Fublic fLaw/400  of  aiding  foreign  countries  must  be  taken,  pp.  A1425-6 


16. 


INFLATION^  Extension  of  remarks  by  Rep.  McGovern  discussing  the  effect  of\ad- 
ministered  prices  on  inflation,  and  inserticnof  an  article  discussing  Gardner 
Means/  proposals  concerning  how  to  control  price  increases  in  concentrated 
industries.  pp.  A1427-8 
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HIGHLIGHTS:  Senate  committee  reybrted  bill  to  authorize  rental  of  cotton  acreage 
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HOUSE 


1.  ELECTRIFICATION.  The  Government  Operations  Committee  ordered  reported  with 

amendment  H.  R.  1321,  to  amend  Reorganization  Plan  No.  2  of  1953  regarding  REA. 
p.  D180 


2.  SCHOOL  MILtf.  Rep.  Roosevelt  urged  the  House  to  approve  addition 
special /milk  program,  p.  4062 


funds  for  the 


PRICES';  INFLATION.  Rep.  Patman  criticized  the  Federal  Reserve  Syster  t:  in¬ 
stituting  a  tight  money  policy  during  a  period  of  "administered  pric  '  stating 

tWat  tight  money  decreases  classical  inflation  but  is  "not  effective  check¬ 
ing  price  increases  of  this  kind,"  and  inserted  several  articles  on  Sub¬ 
ject.  p.  4077-9 
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4.  FbKESTS.  The  Interior  and  Insular  Affairs  Committee  ordered  reported  with  anyfod- 
meat  H.  R.  2497,  to  add  certain  lands  located  in  Idaho  to  the  Boise  and  Payette 
National  Forests.  p.  D130 

5v  MILITARY  CONSTRUCTION,  The  Armed  Services  Committee  reported  with  amendfnent, 

H.  R.  5674,  to  authorize  certain  construction  at  military  install  at  ioris  includ¬ 
ing  authorization  to  use  foreign  currencies  under  Public  Law  480  foy  foreign 
military  housing  (H,  Rept.  223).  p,  4080 

6.  POSTAL  RATES,  \The  Postal  Operations  Subcommittee  of  the  Post  Office  and  Civil 

Service  Committee  ordered  reported  to  the  full  committee  with  /mendment  H.  R. 
4595,  to  clarifyX.and  make  uniform  certain  provisions  of  law  relating  to  special 
postage  rates  for^ducational ,  cultural,  and  library  materials,  p.  D181 

7.  WATER.  Received  fromNthe  Colorado  Legislature  a  memorial/irging  the  preserva¬ 

tion  and  safeguarding \>f  established  state  and  individual  rights  regarding  the 
use  of  water  within  the\separate  States,  p.  4082 

SENATE 

8.  COTTON  ALLOTMENTS.  The  Agriculture  and  Forestry  Committee  reported  an  original 

bill,  S.  1455,  to  authorize  thev rental  of  cotton  acreage  allotments  (S.  Rept. 
115).  p.  3943 


9,  AREA  REDEVELOPMENT.  The  Banking  and\Currenofy  Committee  reported  with  amend¬ 
ments  S.  722,  to  establish  an  effective  program  to  alleviate  conditions  of 
substantial  and  persistent  unemploymeny/md  underemployment  in  economically 
depressed  areas  (S.  Rept.  110).  p.  394 

10.  MONOPOLIES.  Passed  as  reported  S.  726,  to \mend  the  Clayton  Act  so  as  to  pro¬ 

vide  for  more  expeditious  enforcement  of  c ease  and  desist  orders,  pp.  4004-06 

11.  EXPENDITURES.  Sen.  Langer  inserted  a  bulletin,VThe  Growth  of  Social  Welfare 

Expenditures  Under  Federal  Programs."  pp.  3996- 

12.  ECONOMIC  CONDITIONS.  Sen.  G/re  and  others  discusseck  "the  serious  economic 

problems  with  which  our  country  is  faced,"  including\comment s  on  interest 
rates  on  REA  loans  and  the  farm  income  situation.  pp\  3980-91 

13.  FOREIGN  AID,  Sen.  Mansfield  stated  that  Congress  should  'Ytake  a  very  careful 

look"  at  the  President's  proposed  mutual  security  program/\  pp.  4025-6 

14.  SOIL  BANK.  Received  from  this  Department  a  report  on  the  1958\soil  bank  con¬ 

servation  reserve  program,  p.  3935 

Received  a  Local  Farmers  Union  resolution  urging  that  the  actual  production 
per  acre  ovei/the  last  10  years  be  used  as  a  basis  for  county  records  to  de¬ 
termine  allotments  and  conservation  reserve  payments,  p.  3942 

15.  FARM  LOANS/  Received  from  the  Farm  Credit  Administration  two  proposed\>ills  to: 
"Amend  the  Federal  Farm  Loan  Act  to  transfer  responsibility  for  making 
praises  from  the  Farm  Credit  Administration  to  the  Federal  land  banks"  &nd 

clar/fy  the  statu*5  of  the  Federal  land  banks,  the  Federal  intermediate  credit 
banl/s,  and  the  banxs  for  cooperatives  and  their  officers  and  employees  witn 
respect  to  certain  laws  applicable  generally  to  the  United  States  and  its 
officers  and  employees";  to  Agriculture  and  Forestry  Committee,  p.  3935 
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a.v. 
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"The  budget  estimate  of  $1,336,754,811  for  reimbursement  to  the  Commodity 
Credit  Corporation  for  costs  of  special  activities  has  been  allowed  i/  full, 
Tbe\  laws  authorizing  programs  f  inanced  through  this  Corporation  provide  that  ; 
costs  incurred  shall  be  reimbursed  through  the  normal  appropriation  process, 
and  authorize  appropriations  for  such  purpose.  The  Corporation's  borrowing 
authority  is  $14,5  billion  at  the  present  time  and  it  is  evident/ that  addi¬ 
tional  author izat ion  will  be  required  before  June  30  unless  reimbursement  is 
made  now  for  costs  incurred  prior  to  June  30,  1958." 


"The  Committee  has  viewed  with  considerable  concern  the  fact  that  the  trend 
in  employment^ in  Government  is  upward.  The  problem  is  widespread. 


"The  bill  has  $995,000  for  the  Food  and  Drug  Administration  including 
$300,000  for  50  additional  positions  to  administer  th0  new  Federal  Food,  Drug 
and  Cosmetic  Act  amendments  enacted  by  the  Congress  /last  year  which  prohibit 
the  use  in  foods  or\additives  which  have  not  been  adequately  tested  to  es¬ 


tablish  their  safety!  and  $695,000  for  increased  /ay  costs  authorized  under 
Public  Law  85-462,  \  /  \ 


"The  Committee  has  approved  $10,000,000  additional  capitalization  for  the 
General  Supply  Fund,  a  reduction  of  $5,000,000  in  the  request.  Some  increase 
in  capital  appears  to  be  necessary  as  the  sales  volume  continues  to  rise,  and 
the  Bureau  of  the  Budget  isVirged  to  continue  its  efforts  to  assist  the 
General  Services  Administration  in  havins/  agencies  pay  their  bills  on  time  so 
that  such  capital  requirementsVwill  be  X6?*1  at  a  minimum. 


"Outdoor  Recreation  Resources  Re\KjLew /Commission.  The  request  of  $350,000  has 
not  been  allowed  for  this  Commission  at  this  time.  The  need  for  special  funds 
in  the  magnitude  of  $2,500,000  as  /authorized  for  appropriation  to  inventory 
and  evaluate  the  outdoor  recreation  Vesources  and  opportunities  of  the  nation 


should  be  examined  carefully. 


"The  National  Park  Service  is/ currently 'expending  at  a  rate  in  excess  of 
$1,000,000  a  year  for  planning,  including\$338,000  specifically  for  this 
nationwide  recreation  plan/ing  activity.  \he  Forest  Service  also  has  adequate 
planning  funds  available  /nd  plans  to  make  an  inventory  and  evaluation  of 
outdoor  recreation  resources  and  opportunities  of  all  forest  lands  and  report 
its  findings  to  the  Commission  by  1961,  In  audition,  the  various  States  have 
funds  available  for  tne  conduct  of  a  review  of  this  nature.  In  the  light  of 
this  overall  fund  situation  it  is  believed  that  provision  of  additional  Fed¬ 
eral  appropriations'  for  the  purpose  should  be  deferred  pending  thorough  re¬ 
view  of  the  proposed  budget  request  of  $1,100,000  ftor  this  Commission  for 
fiscal  year  196(1;  The  $50,000  currently  available  should  be  adequate  for  ex¬ 
penses  of  the  Commission  pending  this  review." 


*  . vWith  respect/to  Pay  Act  costs,  the  Committee  uniformly  applied  a  107.  reduction 
against  the  amounts  requested,  and  provided  that  such  additional  amounts  would 
be  made  available  by  transfer  from  the  appropriation  for  "Conservation  Reserve 
Program"  as/proposed  in  the  Budget  Estimate, 


The  b/il  also  includes  $44,600,000  for  education  aid  in  Federally  impacted 
areas. 


ELECTRIFICATION.  The  Government  Operations  Committee  reported  with  amendments 
H.  R.  1321,  to  amend  Reorganization  Plan  No.  2  of  1953  regarding  REA  (H.  Rept. 

239)  ,  p,  4333 _ _  -y-  ■  — — 

Rep.  Milliken  criticized  TVA  for  its  award  of  a  large  turbo-generator \contract 

:o  an  English  firm,  stated  that  such  a  purchase  would  be  unwise  in  the  event  of  a 


\ 


national  emergency,  and  challenged  TVA' s  defense  of  its  award,  pp.  4329-30 


4.  TREASURY- POST  OFFICE  APPROPRIATION  BILL.  Passed  without  amendment  this  bi^i, 
H.  R.  5805\  pp.  4306-16 


5.  OIL  IMPORTS.  'Rep.  Boland  criticized  the  decision  to  impose  quotas  on  certain  oil 
imports  and  inserted  an  editorial  quoting  Sen.  Aiken  as  saying  this  ^decision 
would  "discriminate  against  regions  of  the  country  dependent  upon  imports,  en¬ 
courage  price  increases,  harm  our  relations  with  Canada  and  other /friendly  pro¬ 
ducer  nations,  disadvantage  American  industry  in  world  markets  p.  4332 


6.  LEGISLATIVE  PROGRAM,  \s  announced  by  Majority  Leader  McCormack/  Mon. ,  Interior 
appropriation  bill;  and  Tues. ,  second  supplemental  appropriation  bill.  p.  4326 


7.  ADJOURNED  until  Mon.,  Mar\  23.  p.  4326 


SENATE 


8.  ELECTRIFICATION.  The  Government  Operations  Committee  ordered  reported  with  an 

amendment  in  the  nature  of  a  substitute  S,  144,  to  return  to  the  REA  Adminis-  ft 
trator  functions  transferred  fraki  him  to  the  Secretary  of  Agriculture  under 


Reorganization  Plan  No.  2  of  1953\  p.  D189 


9.  AREA  REDEVELOPMENT.  Continued  debatX.  on  S.  72^,  the  area  redevelopment  bill. 

pp.  4248-81 


10.  REPORTS.  The  Government  Operations  Ccmm\t/ee  ordered  reported  with  amendment 
S.  899,  to  provide  for  the  discontinuance,  of  certain  reports  now  required  by 
law.  p.  D190 


11. 


PROPERTY;  CONTRACTS.  The  Government  /^peratioha  Committee  ordered  reported  without 
amendment  S.  900,  to  extend  the  authority  of  the  GSA  Administrator  to  pay  direct 
expenses  in  connection  with  the  utilization  of  ^excess  real  property;  and  S.  901, 
to  authorize  the  GSA  Administrator  to  make  contracts  for  custodial  services  for 
periods  not  exceeding  5  years./ p.  D190 


12.  FARM  PROGRAM.  Sen.  Young,  Ny/Dak. ,  inserted  several  'commodity  letters  of  the 
Daniel  F.  Rice  Grain  Co.  discussing  the  farm  situatio^,  including  the  USDA 
budget,  pp.  4237-8 


13.  FORESTRY;  LANDS.  Both  Houses  received  Utah  Legislature  resolutions  urging  legis¬ 
lation  to  authorize  the  Secretary  of  the  Interior  to  conveV  to  a  State,  without 
acreage  limitation,  /ny  public  lands  within  the  State  for  Semite  park  and  recrea¬ 
tion  purposes,  pp/4223-4,  4334 


14. 


PERSONNEL.  Sen  y/Mansfield  criticized  the  disposal  by  Federal  employees  in 
foreign  countries  of  personal  property  in  excess  of  its  value,  and  inserted 
correspondence^  with  the  State  Department  on  the  matter,  pp.  4226-^ 

Sen.  NeuhArger  urged  legislation  to  provide  for  the  full  disclosure  of  the 
financial  status  of  Federal  officials  who  earn  in  excess  of  $12,500  \  year, 
pp.  4232-; 


is 


15,  MILK.  Sen.  Williams,  N.  J,,  defended  the  quality  of  milk  from  N.  J.  whi< 
shipped  into  the  D.  C.  area.  pp.  4230-1 

Sen.  Proxmire  commended  Rep.  Johnson's,  Wise.,  efforts  for  the  enactment  of 
legi'slation  to  provide  for  the  adoption  of  a  uniform  national  milk  sanitati< 
code.  pp.  4238-9 


86th  Congress  )  HOUSE  OF  REPRESENTATIVES  j  Report 

1st  Session  )  I  No.  235 


MODIFYING  REORGANIZATION  PLAN  NO.  II  OF  1939  AND 
REORGANIZATION  PLAN  NO.  2  OF  1953 
(RURAL  ELECTRIFICATION  ADMINISTRATION) 


March  20,  1959. — Committed  to  the  Committee  of  the  Whole  House  on  the 
State  of  the  Union  and  ordered  to  be  printed 


Mr.  Dawson,  from  the  Committee  on  Government  Operations, 

submitted  the  following 

REPORT 

[To  accompany  H.R.  1321] 

The  Committee  on  Government  Operations,  to  whom  was  referred 
the  bill  (H.R.  1321)  to  amend  Reorganization  Plan  No.  2  of  1953, 
having  considered  the  same,  report  favorably  thereon  with  amend¬ 
ments  and  recommend  that  the  bill  as  amended  do  pass. 

The  amendments  are  as  follows: 

Strike  out  all  after  the  enacting  clause  and  insert  in  lieu  thereof 
the  following: 

That  the  functions  and  activities  of  the  Rural  Electrification 
Administration  and  the  Administrator  of  the  Rural  Electri¬ 
fication  Administration  which  were  transferred  to  the  De¬ 
partment  of  Agriculture  and  to  the  Secretary  of  Agriculture 
by  Reorganization  Plan  No.  II  of  1939  and  Reorganization 
Plan  No.  2  of  1953  are  hereby  transferred  to  the  Adminis¬ 
trator  of  the  Rural  Electrification  Administration,  and  shall 
be  exercised  and  administered  within  the  Department  of 
Agriculture  by  such  Administrator  under  the  general  direc¬ 
tion  and  supervision  of  the  Secretary  of  Agriculture;  except 
that  insofar  as  such  functions  relate  to  the  approval  or  dis¬ 
approval  of  loans  authorized  to  be  made  under  the  Rural 
Electrification  Act  of  1936,  as  amended,  their  exercise  by 
the  Administrator  shall  not  be  subject  to  the.  supervision  or 
direction  of,  or  to  any  other  control  by,  the  Secretary  of 
Agriculture. 

Amend  the  title  so  as  to  read: 

A  bill  to  modify  Reorganization  Plan  No.  II  of  1939  and 
Reorganization  Plan  No.  2  of  1953. 

H.  Rept.  235,  86^1 - 1 
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MODIFYING  REORGANIZATION  PLANS 


Hearings 

In  addition  to  the  Price  bill,  H.R.  1321,  the  committee,  through  its 
Subcommittee  on  Executive  and  Legislative  Reorganization,  con¬ 
sidered  bills  with  the  same  objectives  introduced  by  other  Members. 
These  were:  H.R.  5688  by  Congressman  Neal  Smith,  a  member  of 
the  committee;  H.R.  3029  by  Congressman  McGovern;  H.R  4662  by 
Congressman  Wolf;  and  H.R.  3192  by  Congresswoman  Pfost. 

Hearings  were  held  on  March  6,  1959,  printed  copies  of  which  will 
be  available.  Hearings  on  a  similar  bill  were  held  in  considerable 
detail  in  the  last  Congress,  copies  of  which  are  also  available. 

Purposes  and  Effects 

The  purposes  of  H.R.  1321  are:  (1)  to  restore  to  the  Administrator 
of  the  Rural  Electrification  Administration  the  authority  to  approve  or 
disapprove  loans,  without  the  supervision  or  direction  of,  or  any  other 
control  by,  the  Secretary  of  Agriculture,  under  the  Rural  Electrification 
Act  of  1936,  as  amended,  and  (2)  to  reestablish  in  the  Rural  Electri¬ 
fication  Administration,  as  a  matter  of  law,  the  functions  vested  in 
that  agency  by  the  1936  act.  Except  for  the  approval  or  disapproval 
of  loans,  the  Rural  Electrification  Administration  will  remain  under 
the  general  supervision  and  direction  of  the  Secretary  of  Agriculture. 
His  power  to  redistribute  its  functions  among  other  agencies  of  the 
Department  will,  however,  be  eliminated. 

BRIEF  HISTORY  OF  THE  RURAL  ELECTRIFICATION  ADMINISTRATION 

The  Rural  Electrification  Administration  was  created  by  Executive 
Order  7037  of  May  11,  1935,  under  authority  of  the  Emergency  Relief 
Appropriation  Act  of  1935,  approved  April  8,  1935  (49  Stat.  115). 
Statutory  provision  for  the  agency  was  made  in  the  Rural  Electri¬ 
fication  Act  of  May  20,  1936  (49  Stat.  1363;  7  U.S.C.  901  et  seq.). 
This  law  authorized  loans  for  facilities  to  bring  central  station  electric 
service  to  rural  people  who  did  not  have  it. 

At  the  time  the  agency  was  created  there  were  large  areas  of  our 
country  and  many  families  without  electric  power,  or  telephones,  who 
because  of  remoteness  from  large  population  centers  or  for  other  eco¬ 
nomic  reasons  were  unable  to  obtain  service  from  existing  private  elec¬ 
tric  power  or  telephone  companies.  The  Rural  Electrification  Admin¬ 
istration  provided  low  interest  rate  loans  and  other  services  which 
made  possible  the  formation  of  cooperatives  by  the  potential  users 
themselves  and  resulted  in  great  advances  in  the  intervening  years. 

Rural  Electrification  Administration  became  a  part  of  the  Depart¬ 
ment  of  Agriculture  under  Reorganization  Plan  No.  2,  effective  July  1, 
1939.  An  act  approved  September  21,  1944  (58  Stat.  739;  7  U.S.C. 
903),  liberalized  the  terms  of  Rural  Electrification  Administration 
loans  and  removed  the  time  limitation  from  its  lending  program. 
The  Pace  Act  fixed  the  interest  rate  to  Rural  Electrification  Admin¬ 
istration  borrowers  at  2  percent  and  extended  the  permissible  loan 
repayment  period  from  a  maximum  of  25  to  35  years.  Rural  Electrifi¬ 
cation  Administration  was  authorized  by  act  approved  October  28, 
1949  (63  Stat.  948;  7  U.S.C.  901),  to  make  loans  for  the  purpose  of 
furnishing  and  improving  rural  telephone  service. 
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Under  Reorganization  Plan  No.  2  of  1953  there  were  transferred  to 
the  Secretary  of  Agriculture  the  functions  of  the  Administrator  of 
Rural  Electrification  Administration  and  the  power  was  given  the  Sec¬ 
retary  to  delegate  these  functions  as  he  deemed  appropriate.  In  an 
order  by  the  Secretary  dated  January  2,  1954,  the  Rural  Electrifica¬ 
tion  Administration  was  assigned  the  functions  of  the  rural  electrifi¬ 
cation  program  and  the  rural  telephone  program  with  certain  reserva¬ 
tions. 

Analysis 

The  effect  of  the  two  reorganization  plans  affecting  Rural  Electrifica¬ 
tion  Administration  is  as  follows : 

Reorganization  Plan  No.  2  of  1939  changed  the  Rural  Electrification 
Administration  from  its  status  as  an  independent  agency  and  trans¬ 
ferred  it  to  the  Department  of  Agriculture  under  the  general  direction 
and  supervision  of  the  Secretary  of  Agriculture.  The  text  of  section  5 
of  the  plan  reads: 

The  Rural  Electrification  Administration  and  its  functions 
and  activities  are  hereby  transferred  to  the  Department  of 
Agriculture  and  shall  be  administered  in  that  Department  by 
the  Administrator  of  the  Rural  Electrification  Administra¬ 
tion  under  the  general  direction  and  supervision  of  the  Secre¬ 
tary  of  Agriculture. 

The  1939  plan  transferred  the  Rural  Electrification  Administration 
along  with  its  functions  to  the  Department  of  Agriculture  but  provided 
it  should  retain  its  identity  as  a  separate  unit  within  the  Department 
under  the  general  direction  and  supervision  of  the  Secretary.  While 
the  1939  plan  transferred  the  functions  and  activities  of  the  Rural 
Electrification  Administration  to  the  Department  of  Agriculture,  it 
continued  the  administration  of  these  functions  and  activities  in  the 
Administrator  of  Rural  Electrification  Administration.  The  fact 
that  the  Secretary  immediately  transferred  the  legal  divisions  of  Rural 
Electrification  Administration  to  the  then  Solicitor’s  office  in  the 
Department  is  no  evidence  that  the  Secretary  acquired  the  functions 
of  Rural  Electrification  Administration  since  there  was  an  existing 
statute  which  read: 

The  legal  work  of  the  Department  of  Agriculture  shall  be 
performed  under  the  supervision  and  direction  of  the  Solicitor 
(5  U.S.C.  518). 

The  plan  of  1953  on  the  other  hand  clearly  transferred  the  functions 
of  Rural  Electrification  to  the  Secretary  and  gave  him  the  power  to 
exercise  these  functions  himself  or  to  delegate  them  to  any  officer  in 
the  Department.  In  1954  the  Secretary  did,  in  fact,  assign  these 
functions  to  the  Administrator  of  Rural  Electrification  Administration 
but  with  the  reservation  that  such  delegation  of  authority  is  subject 
to  withdrawal  or  amendment  at  any  time. 

Subsequently,  the  Secretary  issued  an  unwritten  order  to  the 
Administrator  of  Rural  Electrification  Administration  to  submit  for 
review  by  the  Director  of  Agricultural  Credit  Services  all  loans  over 
$500,000  prior  to  their  approval  by  the  Administrator.  Later  this 
figure  was  changed  to  $1  million. 
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Under  H.R.  1321,  any  functions  transferred  to  the  Department  or 
the  Secretary  by  the  1939  or  1953  plan  will  be  put  back  in  the  Admin¬ 
istrator  of  Rural  Electrification  Administration,  and  the  Administrator 
of  Rural  Electrification  Administration  shall  carry  out  these  functions 
within  the  Department  of  Agriculture  under  the  general  direction  and 
supervision  of  the  Secretary.  Thus  the  Rural  Electrification  Admin¬ 
istration  will  remain  intact  within  the  Department  and  its  functions 
may  not  be  distributed  to  other  officers  or  units  elsewhere  in  the 
Department.  The  functions  relating  to  the  approval  or  disapproval 
of  loans,  however,  will  not  be  subject  to  the  supervision  or  direction 
or  to  any  other  control  by  the  Secretary  of  Agriculture. 

Some  Bases  for  Committee  Recommendations 

At  the  time  when  Congress  had  under  consideration  Reorganization 
Plan  No.  2  of  1953,  Secretary  Benson  appeared  in  behalf  of  the  plan 
and  was  sharply  interrogated  by  Members  of  Congress  with  respect 
to  his  intended  administration  of  the  Rural  Electrification  Admin¬ 
istration  should  the  reorganization  plan  be  not  disapproved  by  Con¬ 
gress.  In  reply  to  such  questions  as  to  his  purpose  and  intent  Secre¬ 
tary  Benson  said: 

But  if  we  have  in  mind  any  major  changes,  certainly  we 
would  want  to  consult  with  the  Congress  before  we  took  such 
steps,  because  I  know  there  is  a  very  wide  interest  in  that 
agency,  probably  as  much  as  in  almost  any  other  agency  in 
the  departments.  [Emphasis  supplied.] 

It  is  scarcely  conceivable  that  Congress  would  have  permitted  the 
plan  to  take  effect  without  this  explicit  assurance. 

There  is  no  record  of  any  consultation  by  the  Secretary  of  Agri¬ 
culture  with  Congress  in  respect  to  any  changes  in  the  administration 
of  the  Rural  Electrification  Administration  from  the  time  the  Secre¬ 
tary  made  that  pledge  to  the  present.  But  he  did  make  major 
changes.  In  May  1957  the  Secretary  did  require  that  substantial 
Rural  Electrification  Administration  loans  be  reviewed  by  the  Director 
of  Agricultural  Credit  Services  before  their  approval  by  the  Adminis¬ 
trator  of  the  Rural  Electrification  Administration.  This  certainly 
was  a  major  change  in  the  independent  authority  theretofore  exercised 
by  the  Administrator.  With  the  repudiation  by  the  Secretary  of  the 
understanding  pursuant  to  which  Congress  allowed  Reorganization 
Plan  No.  2  of  1953  to  become  effective,  legislation  is  now  required  to 
attain  the  nonpolitical  independence  with  which  Congress  intended 
the  Administrator  to  act,  and  to  reinstate  the  powers  which  Congress 
intended  the  Administrator  to  exercise. 

It  is  inconsistent  with  sound  administration  to  require  an  adminis¬ 
trator  appointed  by  the  President  with  the  advice  and  consent  of  the 
Senate  for  a  10-year  term  to  submit  his  major  decisions  for  prior 
review  by  an  inferior  appointed  official. 

A  corollary  of  the  disillusionment  of  Congress  has  been  an  increased 
and  avowed  conviction  on  the  part  of  those  who  enjoy  the  major 
benefits  of  the  Rural  Electrification  Act  that  these  benefits  are 
currently  in  serious  jeopardy  by  reason  of  major  changes  made 
verbally  by  the  Secretary  of  Agriculture  which  they  believe  are  inimical 
to  the  purposes  for  which  the  legislation  was  enacted.  This  conviction 
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has  been  intensified  by  the  fact  that  neither  the  public  or  the  com¬ 
mittee  has  been  able  to  discover  any  standards  or  criteria  which  have 
been  established  to  guide  the  actions  of  the  reviewing  official.  The 
testimony  shows  that  his  actions  are  based  largely  upon  what  he 
surmises  are  the  personal  views  of  the  Secretary  of  Agriculture. 

During  the  hearings  Administration  witnesses  claimed  that  in 
practice  the  authority  of  the  Administrator  of  the  Rural  Electrification 
Administration  has  not  been  lessened  by  the  action  of  the  Secretary. 
Whether  or  not  this  contention  is  accepted,  certainly  the  Administra¬ 
tion  cannot  object  to  legislation  which  merely  confirms  the  practices 
the  Administration  itself  alleges  it  is  following. 

Nonapplicability  of  Clause  3  of  Rule  XIII 

Although  this  legislation  apparently  does  not  fall  within  the 
provisions  of  clause  3  of  rule  XIII  of  the  Rules  of  the  House  of  Repre¬ 
sentatives,  there  is  included  in  this  report  the  applicable  section  of 
Reorganization  Plan  No.  II  of  1939  and  all  of  Reorganization  Plan 
No.  2  of  1953. 


Excerpt  From  Reorganization  Plan  No.  II  of  1939 
(53  Stat.  1431  at  1434) 

Sec.  5.  Department  of  Agriculture:  Rural  Electrification  Admin¬ 
istration  Transferred. — The  Rural  Electrification  Administration  and 
its  functions  and  activities  are  hereby  transferred  to  the  Department 
of  Agriculture  and  shall  be  administered  in  that  Department  by  the 
Administrator  of  the  Rural  Electrification  Administration  under  the 
general  direction  and  supervision  of  the  Secretary  of  Agriculture. 


Reorganization  Plan  No.  2  of  1953 
(67  Stat.  633) 

department  of  agriculture 

Section  1.  Transfer  of  functions  to  the  Secretary. — (a)  Subject  to 
the  exceptions  specified  in  subsection  (b)  of  this  section,  there  are  here¬ 
by  transferred  to  the  Secretary  of  Agriculture  all  functions  not  now 
vested  in  him  of  all  other  officers,  and  of  all  agencies  and  emploj^ees, 
of  the  Department  of  Agriculture. 

(b)  This  section  shall  not  apply  to  the  functions  vested  by  the  Ad¬ 
ministrative  Procedure  Act  (5  U.S.C.  1001  et  seq.)  in  hearing  ex¬ 
aminers  employed  by  the  Department  of  Agriculture  not  to  the  func¬ 
tions  of  (1)  the  corporations  of  the  Department  of  Agriculture,  (2) 
the  boards  of  directors  and  officers  of  such  corporations,  (3)  the 
Advisory  Board  of  the  Commodity  Credit  Corporation,  or  (4)  the 
Farm  Credit  Administration  or  any  agency,  officer,  or  entity  of,  under, 
or  subject  to,  the  supervision  of  the  said  Administration. 

Sec.  2.  Assistant  Secretaries  of  Agriculture. — Two  additional  Assist¬ 
ant  Secretaries  of  Agriculture  shall  be  appointed  by  the  President,  by 
and  with  the  advice  and  consent  of  the  Senate.  Each  such  Assistant 
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Secretary  shall  perform  such  functions  as  the  Secretary  of  Agriculture 
shall,  from  time  to  time,  prescribe  and  each  shall  receive  compensation 
at  the  rate  prescribed  by  law  for  Assistant  Secretaries  of  executive 
departments. 

Sec.  3.  Administrative  Assistant  Secretary. — An  Administrative 
Assistant  Secretary  of  Agriculture  shall  be  appointed,  with  the  ap¬ 
proval  of  the  President,  by  the  Secretary  of  Agriculture  under  the 
classified  civil  service,  and  shall  perform  such  functions  as  the  Secre¬ 
tary  of  Agriculture  shall,  from  time  to  time,  prescribe.  The  provisions 
of  the  item  numbered  (1)  of  the  third  proviso  under  the  heading 
“General  Provisions”  appearing  in  chapter  XI  of  the  Third  Supple¬ 
mental  Appropriation  Act,  1952,  approved  June  5,  1952  (66  Stat.  121), 
are  hereby  made  applicable  to  the  position  of  Administrative  Assistant 
Secretary  of  Agriculture. 

Sec.  4.  Delegation  of  junctions. — (a)  The  Secretary  of  Agriculture 
may  from  time  to  time  make  such  provisions  as  he  shall  deem  ap¬ 
propriate  authorizing  the  performance  by  any  other  officer,  or  by  any 
agency  or  employee,  of  the  Department  of  Agriculture  of  any  function 
of  the  Secretary,  including  any  function  transferred  to  the  Secretary 
by  the  provisions  of  this  reorganization  plan. 

(b)  To  the  extent  that  the  carrying  out  of  subsection  (a)  of  this 
section  involves  the  assignment  of  major  functions  or  major  groups  of 
functions  to  major  constituent  organizational  units  of  the  Department 
of  Agriculture,  now  or  hereafter  existing,  or  to  the  heads  or  other 
officers  thereof,  and  to  the  extent  deemed  practicable  by  the  Secre¬ 
tary,  he  shall  give  appropriate  advance  public  notice  of  delegations  of 
functions  proposed  to  be  made  by  him  and  shall  afford  appropriate 
opportunity  for  interested  persons  and  groups  to  place  before  the 
Department  of  Agriculture  their  views  with  respect  to  such  proposed 
delegations. 

(c)  In  carrying  out  subsection  (a)  of  this  section  the  Secretary  shall 
seek  to  simplify  and  make  efficient  the  operation  of  the  Department  of 
Agriculture,  to  place  the  administration  of  farm  programs  close  to  the 
State  and  local  levels,  and  to  adapt  the  administration  of  the  programs 
of  the  Department  to  regional,  State,  and  local  conditions. 

Sec.  5.  Incidental  transfers. — The  Secretary  of  Agriculture  may 
from  time  to  time  effect  such  transfers  within  the  Department  of 
Agriculture  of  any  of  the  records,  property,  and  personnel  affected  by 
this  reorganization  plan  and  such  transfers  of  unexpended  balances 
(available  or  to  be  made  available  for  use  in  connection  with  any 
affected  function  or  agency)  of  appropriations,  allocations,  and  other 
funds  of  such  Department,  as  he  deems  necessary  to  carry  out  the 
provisions  of  this  reorganization  plan;  but  such  unexpended  balances 
so  transferred  shall  be  used  only  for  the  purposes  for  which  such 
appropriation  was  originally  made. 


APPENDIX 


Statement  of  Hon.  Melvin  Price,  a  Representative  in  Congress 
From  the  State  of  Illinois,  Author  of  H.  R.  1321 

Mr.  Chairman,  I  am  grateful  to  the  committee  for  providing  me  the 
opportunity  to  appear  this  morning  in  support  of  H.R.  1321,  which 
would  amend  Reorganization  Plan  No.  2  of  1953  and  also  Reorganiza¬ 
tion  Plan  No.  2  of  1939. 

My  statement  will  be  brief,  mainly  because  of  the  fact  that  the 
)  committee  is  thoroughly  familiar  with  this  matter,  having  acted  on 
'  it  toward  the  closing  days  of  the  last  session  of  Congress.  The  details 
of  it  are  fresh  in  the  minds  of  the  majority  of  the  committee. 

The  purpose  of  H.R.  1321  is  to  return  to  the  Administrator  of  the 
Rural  Electrification  Administration  all  of  the  independent  authority 
with  respect  to  the  approval  or  denial  of  loan  authority  which  he 
had  under  provisions  of  the  Rural  Electrification  Act  of  1936,  and 
which  he  exercised  prior  to  the  acceptance  of  the  aforementioned 
reorganization  plans. 

I  am  certain  that  witnesses  who  will  follow  me  will  present  sound 
argument  as  to  the  wisdom  of  this  course  of  action.  I  feel  that  this 
is  a  needed  move  to  preserve  the  vitality  and  purpose  of  this  very 
useful  agency  which  has  brought  light  and  power  to  rural  America. 

The  Rural  Electrification  Administration  was  created  as  an  inde¬ 
pendent  agency  back  in  1936.  In  1939  the  agency  was  placed  in  the 
Department  of  Agriculture  on  the  supposition  that  clearer  lines  of 
authority  would  be  established  and  efficiency  improved.  It  has  since 
become  obvious  that  the  lack  of  independence  on  the  part  of  the 
Administrator  in  certain  areas,  and  particularly  in  the  loan  area, 
could  eventually  destroy  REA,  should  it  become  subservient  to  any 
\  administration  which  had  not  created  it  and  which  might  be  lacking 
An  enthusiasm  for  it.  The  fine  accomplishment  of  the  Rural  Electrifi¬ 
cation  Administration  cannot  be  consolidated  by  divided  and  con¬ 
tradictory  administration.  To  solidify  the  Rural  Electrification 
Administration,  I  urge  the  approval  of  H.R.  1321. 


Statement  of  Clyde  T.  Ellis,  General  Manager,  National 
Rural  Electric  Cooperative  Association,  Before  the  House 
Committee  on  Government  Operations,  Subcommittee  on  Ex¬ 
ecutive  and  Legislative  Reorganization,  in  Support  of  H.R 
1321,  March  6,  1959 

Mr.  Chairman  and  members  of  the  committee,  I  am  general  man¬ 
ager  of  the  National  Rural  Electric  Cooperative  Association.  This 
association  is  the  service  organization  of  the  rural  electric  systems 
which  are  borrowers  of  REA.  More  than  90  percent  of  them  are 
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members.  They  serve  about  4  million  farms  and  other  rural  estab¬ 
lishments  in  45  States.  All  told,  between  12  million  and  16  million 
people  have  electric  light  and  power  directly  because  of  the  service 
provided  by  these  systems. 

In  view  of  the  extensive  hearings  held  last  summer  on  the  proposed 
legislation  before  you,  I  understand  you  are  anxious  to  keep  these  hear¬ 
ings  as  short  as  possible.  Therefore  I  shall  touch  only  some  of  the 
high  spots  and  refer  to  the  considerable  amount  of  testimony  presented 
last  year  by  about  25  rural  electric  representatives  from  several  States. 
At  that  time,  nearly  100  other  cooperative  representatives  felt  strongly 
enough  about  this  matter  to  come  to  Washington  for  the  hearings  in 
order  to  underscore  the  need  for  some  action  such  as  was  provided  for 
in  the  legislation  under  consideration.  Many  rural  electric  leaders 
would  be  glad  to  come  in  to  these  hearings  now  and  testify  if  you 
should  think  that  to  be  necessary. 

My  appearance  here  today  is  to  support  H.R.  1321  which  was 
introduced  at  the  start  of  this  session  by  Hon.  Melvin  Price.  As  you 
know,  identical  bills,  or  nearly  so,  have  also  been  introduced  in  this 
session  by  Hon.  George  S.  McGovern  (H.R.  3029);  by  Hon.  Gracie 
Pfost  (H.R.  3192);  and  by  Hon.  Leonard  G.  Wolf  (H.R.  4662). 

The  membership  of  our  national  association  has  taken  a  strong  stand 
in  support  of  this  proposed  legislation.  The  concern  goes  back  many 
years — back  to  the  time  in  1953  when  Claude  Wickard  was  uncere¬ 
moniously  dumped  out  of  the  Administrator’s  chair  after  he  had  been 
given  every  assurance  to  his  face  that  he  was  wanted  to  carry  on  the 
REA  program  as  it  had  been.  However,  it  was  midsummer  1957 
that  concern  grew  into  real  fear  for  the  future  of  the  program.  What 
confidence  our  members  had  had  in  Secretary  Benson  evaporated 
as  he  moved  in  to  usurp  the  authority  of  the  REA  Administrator  and 
take  over  personal  control  of  the  agency.  This  feeling  first  found 
expression  in  our  NRECA  regional  meetings  in  the  fall  of  1957. 

Resolutions  were  passed  at  all  10  regional  meetings  which  our  mem¬ 
bership  held  in  the  fall  of  1957,  protesting  Mr.  Benson’s  action,  and 
urging  congressional  action  to  correct  the  situation.  I  would  appre¬ 
ciate  an  opportunity  to  have  these  resolutions  inserted  in  the  record 
at  this  point. 

This  was  not  all;  our  members  had  more  to  say.  At  our  national 
meeting  held  at  Dallas  on  February  3-6,  1958,  the  membership  unani¬ 
mously  passed  a  resolution  which  expressed  fear  that  the  REA  would 
not  continue  to  function  with  its  oldtime  efficiency  and  effectiveness 
under  the  domination  of  the  Secretary  of  Agriculture — domination 
that  had  never  been  authorized  by  Congress.  I  would  like  to  ask  the 
privilege  of  entering  in  the  record  that  resolution,  at  this  point. 

Last  fall,  once  again,  at  our  regional  meetings  the  membership  of 
our  association  went  on  record  in  support  of  the  legislation  now  before 
this  subcommittee.  I  would  like  to  make  these  resolutions  a  part  of 
the  record. 

That  is  what  has  gone  before;  now  for  the  present. 

Within  the  last  month,  over  7,000  representatives  of  the  rural 
electric  systems  gathered  at  the  National  Guard  Armory  here  in 
Washington  for  the  largest  national  annual  meeting  that  we  have  ever 
held.  At  their  business  meeting  on  Lincoln’s  birthday,  just  after  an 
address  by  Speaker  Rayburn,  and  1  day  after  President  Eisenhower 
spoke,  the  voting  delegates  unanimously  passed  another  resolution 
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urging  the  Congress  to  pass  this  specific  legislation.  I  have  a  copy  of 
this  resolution  and  I  would  like  to  have  it  inserted  in  the  record. 

In  addition  to  these  actions  which,  as  you  note,  have  been  taken 
repeatedly  by  the  members  of  our  association,  many  State  groups 
have  likewise  gone  on  record  strongly  opposing  what  the  Secretary 
has  done  to  REA.  They  are  urgently  asking  Congress  to  take  reme¬ 
dial  action,  as  quickly  as  you  can.  I  have  copies  of  some  of  these 
resolutions  and  I  would  like  to  ask  that  these,  too,  be  made  a  part 
of  this  record. 

OTHERS  ARE  CONCERNED 

Now  let  us  turn  to  others  who  are  concerned  about  the  future  of 
the  REA  program  and  who  have  been  in  a  position  to  observe  the 
program’s  progress,  problems,  and  prospects.  I  wish  to  refer  only  to 
a  few  examples. 

A  number  of  Members  of  Congress  in  both  the  House  and  the 
Senate  have  studied  the  situation  which  the  legislation  you  have 
before  you  is  intended  to  correct.  I  believe  it  is  significant  that  a 
great  many  of  them  have  spoken  out  in  support  of  the  legislation. 

Three  weeks  ago  yesterday  morning,  Speaker  Rayburn  told  the 
delegates  at  our  annual  meeting,  and  I  quote:  “We  in  the  Con¬ 
gress  *  *  *  intend,  if  fighting  will  do  the  job,  if  using  reason  and  good 
commonsense  will  do  the  job,  to  keep  rural  electrification  on  the  track 
it  has  been  running  on  for  nearly  25  years. 

“We  do  not  believe  that  this  should  be  administered  by  any  Cabinet 
officer,  but  we  believe  it  should  be  administered  by  an  administrator 
appointed  for  the  purpose  for  which  he  should  be,  and  one  whose 
vital  interest  is  in  this  program. 

“And  we  are  going  to,  in  my  opinion,  pass  a  law  at  an  early  date 
that  will  do  that  very  thing.” 

That  is  what  Speaker  Rayburn  said  3  weeks  ago  about  the  legis¬ 
lation  you  are  now  considering  before  this  committee. 

Let  us  turn  to  another  eminent  figure  in  the  Congress:  Senator 
Lyndon  B.  Johnson,  the  majority  leader  in  the  Senate,  who  stated 
there,  and  I  quote: 

“They  want  to  do  three  tilings,”  the  Senator  told  the  rural  electric 
representatives.  “Raise  the  interest  rates,  send  you  down  the  chute 
to  the  Wall  Street  bankers  and  be  sure  that  Secretary  of  Agriculture 
Benson  is  leaning  over  the  Administrator’s  shoulder  to  see  that  the 
co-ops  don’t  get  a  fair  shake  of  the  dice.  They  are  not  going  to  do 
any  of  these  three  things. 

“We  are  not  going  to  raise  the  interest  rates.  We  are  not  going  to 
require  you  to  go  to  Wall  Street  for  your  money.  And  we  are  going 
to  pass  Hubert  Humphrey’s  bill  that  gives  the  REA  Administrator 
the  power  Congress  intended  him  to  have,  and  that  he  ought  to  have.” 

That  was  Senator  Johnson’s  statement.  As  you  know,  the  Hum¬ 
phrey  bill  and  the  Price  bill  are  identical. 

The  two  gentlemen  I  have  quoted  are,  of  course.  Democrats. 
However,  many  Republicans,  too,  have  spoken  out  against  Benson’s 
actions  with  regard  to  REA.  This  is  not  a  partisan  issue;  it  is  an 
REA  issue. 

Let  me  quote  from  Senator  Young,  of  North  Dakota,  who  spoke  on 
the  subject  of  rural  electrification  in  Des  Moines  a  few  months  ago: 

H.  Rept.  235,  86-1 - 2 


10 


MODIFYING  REORGANIZATION  PLANS 


"One  of  the  major  reasons  why  the  Rural  Electrification  Adminis¬ 
tration  has  been  so  successful  in  meeting:  farmers’  needs  is  because  it 
has  always  enjoyed  considerable  freedom  of  action  in  making  loans, 
and  otherwise.  There  is  no  justification  for  limiting  the  power  and 
jurisdiction  of  the  administration  of  REA.  I  don’t  know  abuses 
that  would  warrant  such  action.” 

What  these  congressional  leaders  who  are  longtime  friends  of  REA 
have  to  say  can  be  amplified  by  many  other  statements.  They  are  all 
concerned  about  what  has  happened  to  REA  as  a  result  of  Secretary 
Benson’s  action.  Then  add  to  this  the  resolutions  that  I  cited  earlier, 
because  they  represent  the  judgment  of  rural  electric  managers, 
directors,  and  members  from  every  part  of  the  country,  and  you  have 
a  strong  and  widespread  expression.  You  are  hearing  the  voices  of 
leaders  in  Government  and  of  thousands  upon  thousands  of  farmers 
and  rural  people  who  are  in  the  program.  They  are  all  deeply  con¬ 
cerned  or  they  would  not  have  taken  the  action  they  did  or  made  the 
statements  that  they  have. 

Rural  electrification  needs  an  aggressive  and  sympathetic  REA. 
This  is  virtually  as  important  today  as  two  decades  ago. 

In  the  first  place  the  program  is  confronted  by  the  challenge  of  an 
ever-growing  demand  for  power  from  the  farmers  and  rural  people 
who  are  the  consumers.  The  use  of  power  is  doubling  every  5  to  7 
years.  This  is  tremendous — even  for  the  fast-growing  electric 
industry. 

Keeping  up  with  such  a  demand  puts  a  heavy  load  on  the  rural 
electric  systems,  as  it  would  any  business.  But  the  load  is  particularly 
heavy  due  to  the  many  unique  handicaps  the  program  has  imposed 
upon  these  systems.  I  will  list  them  briefly  to  illustrate  the  point 
and  to  show  why  it  is  important  to  have  the  kind  of  REA  we  have  had. 

(1)  The  act  prohibits  us  from  using  REA  loans  to  serve  any  of  the 
most  profitable  part  of  the  power  industry  market;  i.e.,  we  are  pro¬ 
hibited  from  going  into  the  thickly  settled  villages  and  towns  of  over 
1,500  population. 

(2)  The  act  prohibits  us  from  serving  what  is  usually  the  best  of 
the  rural  power  market;  i.e.,  we  are  prohibited  from  serving  anyone 
already  served  even  where  we  could  do  it  more  economically  than 
anyone  else.  After  the  act  was  passed,  but  before  we  were  able  to 
get  underway,  the  profit  power  companies,  with  their  spite-line  and 
cream-skimming  tactics,  took  the  best  and  left  the  rest  to  us. 

(3)  The  law  requires  us  to  serve  all  the  unserved  in  our  areas, 
whether  they  pay  their  own  way  or  not.  And  many  of  them  don’t, 
at  present  levels  of  consumption.  This  requirement  of  Congress  was 
a  social  decision,  not  an  economic  decision. 

(4)  The  act  requires  repayment  of  REA  loans — plus  interest.  This 
we  are  happy  to  do,  but  the  only  way  we  can  do  it  is  to  add  onto  the 
consumer  members’  power  bills  proportionate  amounts  to  equal  the 
required  repayment  to  Uncle  Sam.  This  constitutes  an  extreme  bur¬ 
den  because,  by  comparison,  the  power  companies  never  liquidate 
their  indebtedness  but  continue  to  float  it  in  perpetuity. 

(5)  Our  rural  construction  is  more  exposed  to  the  hazards  of  the 
elements  than  city  construction. 

(6)  About  85  percent  of  our  systems  still  don’t  have  their  own  com¬ 
plete  source  of  power  supply  and  nearly  50  percent  of  them  are  at  the 
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mercy  of  usually  one,  often  unfriendly,  source.  There  is  no  open 
market  in  wholesale  power  from  which  we  can  purchase  our  supply. 

(7)  In  most  States  the  legal  situation,  our  economic  disadvantages, 
and  the  bias  of  regulatory  commissions  encourage  the  power  compa¬ 
nies  to  raid  our  territory  and  take  our  larger  users,  while  we  are  pro¬ 
hibited  legally  from  doing  the  same  to  them,  even  if  we  could  do  it 
otherwise.  The  spider  bites,  but  can’t  be  bitten. 

(8)  Because  we  must  be  co-ops  or  public  power  districts — whose 
incentive  is  service,  not  profit — we  apparently  must  stay  small  by 
comparison  with  the  ever-merging  profit  company  giants.  And  yet 
we  can  stay  out  of  the  merger  trend  and  survive  only  by  merging  more 
of  our  common  services.  We  have  not  yet  devised  enough  ways  to 
pool  our  services  to  cut  costs  and  otherwise  improve  our  operations. 

(9)  Because  of  our  small  size,  our  comparatively  low  average  use, 
and  our  predominantly  rural  character,  we  have  neither  a  favorable 
diversity  of  electric  use  nor  a  relatively  good  load  factor. 

(10)  And  because  of  both  our  small  size  and  our  other  economic 
disadvantages,  we  don’t  have  the  necessary  funds  for  experimentation, 
research  and  studies  which  might  help  us  to  more  efficiently  overcome 
these  handicaps — or  even  to  stand  off  the  mass  propaganda  and 
lobbying  campaigns  of  our  opponents  while  we  solve  our  other  prob¬ 
lems. 

(11)  And  finally,  we  carry  the  burden  of  simultaneously  protecting 
the  Rural  Electrification  Act  against  administration  attacks  and  ob¬ 
taining  from  Congress  adequate  new  loan  funds,  even  as  we  repay 
our  existing  loans. 

Potent  evidence  that  these  handicaps  could  constitute  backbreaking 
burdens  is  contained  in  two  significant  facts: 

(1)  Our  systems  still  have  less  than  20  percent  member  equity, 
and 

(2)  The  trend  in  the  number  of  systems  failing  to  make  debt 
service  is  not  good. 

More  systems  each  year  do  not  take  in  enough  revenue  to  cover 
operating  expenses,  set  aside  a  proper  amount  for  depreciation  and 
replacement  and  make  their  scheduled  REA  loan  repayments.  So, 
in  order  to  make  their  required  repayments  to  REA,  they  have  no 
choice  but  to  fail  to  set  aside  adequate  depreciation  reserves.  If  this 
trend  is  not  reversed,  it  could  be  fatal,  as  thousands  of  old  farm  tele¬ 
phone  mutuals  across  the  land  could  testify. 

Through  the  years  we  have  been  fortunate  in  having  capable  admin¬ 
istrators  in  REA.  President  Eisenhower  has  appointed  two  of  them, 
both  able  men  capable  of  carrying  out  the  intent  of  the  Congress.  This 
they  did  until  about  a  year  and  a  half  ago  when  the  Secretary  of 
Agriculture  moved  in. 

In  my  testimony  before  this  subcommittee  on  last  year’s  Price  bill 
last  June,  I  described  what  had  happened  in  REA  to  "bring  about  the 
grave  threat  that  now  hang 5  over  the  program.  I  pointed  out  that 
many  Members  of  Congress  had  expressed  a  fear  of  this  development 
at  the  time  that  Reorganization  Plan  No.  2  was  under  consideration 
in  1953.  They  were  apprehensive  about  giving  the  Secretary  of 
Agriculture  the  authority  to  reorganize  REA.  For  example,  Senators 
Russell,  Murray,  and  Johnson  back  in  1953  expressed  their  concern 
that  the  Secretary  of  Agriculture,  if  given  the  power,  would  some  day 
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make  changes  in  the  REA  program,  and  the  Congress  would  learn 
about  it  after  the  deed  was  done. 

This,  of  course,  was  just  exactly  what  happened  when  Secretary 
Benson  took  unto  himself  the  loanmaking  powers  that  for  more  than 
20  years  had  been  exercised  by  the  Administrator  of  the  REA. 

I  will  not  now  take  the  time  to  review  the  chronology  that  led  up 
to  the  secret  order  issued  in  May  or  June  1957  which  stripped  the 
Administrator  of  the  powers  he  had  previously  exercised  to  make 
loans  without  interference.  I  outlined  that  in  detail  to  this  com¬ 
mittee  last  year. 

THE  MASTER  PLAN 

This  Benson  secret  order  fits  right  into  a  master  plan  that  in  my 
opinion  has  for  its  objective  the  ultimate  destruction  of  the  REA 
program  as  we  have  known  it  and  seen  it  function  so  successfully 
during  the  last  24  years.  All  this  is  spelled  out  step  by  step  in  my 
statement  of  last  June.  Because  this  statement  is  even  more  to  the 
point  today  than  it  was  then,  I  should  like  to  request,  Mr.  Chairman, 
that  my  statement  before  this  committee  last  year  be  inserted  in  the 
record  as  a  part  of  my  testimony  on  this  occasion. 

This  will  make  it  unnecessary  for  me  now  to  review  any  more  of 
the  background  other  than  to  make  these  two  points: 

First,  not  a  single  statement  that  I  included  in  that  presentation 
last  June  has  been  successfully  challenged  by  Secretary  Benson  or  any 
of  his  lieutenants. 

Second,  actions  that  we  have  seen  since  that  time  and  documents 
that  have  come  to  light  since  that  time,  all  tend  to  substantiate  every¬ 
thing  I  said. 

Take,  for  example,  last  summer’s  ruling  by  the  Comptroller  General 
who  was  appointed  by  President  Eisenhower  to  head  the  General 
Accounting  Office  after  he  had  served  on  the  Atomic  Energy  Com¬ 
mission.  I  believe  it  is  significant  that  he  was  on  the  AEC  long  enough 
to  help  launch  the  ill-fated  Dixon-Yates  scandal.  Last  summer  as 
Comptroller  General  this  same  man  tried  to  rewrite  the  REA  law  in  a 
way  that  coidd  have  stopped  all  rural  electrification  growth  in  its 
tracks.  He  went  so  far  in  fact  that  even  Secretary  Benson  found  it 
too  raw  and  revolted.  It  is  to  Secretary  Benson’s  credit  that  he 
joined  with  us  in  protesting  the  Comptroller  General’s  ruling. 

I  believe  that  it  is  pertinent  to  your  consideration  of  REA  and  its 
present  situation  that  you  have  available  to  you  the  Comptroller 
General’s  ruling  of  July  21  of  last  year  as  well  as  our  lawyers’  analysis 
of  this  treacherous  document.  Therefore  I  would  like  to  submit  these 
documents  for  the  record. 

The  Comptroller  General’s  REA  ruling,  however,  is  just  one  of 
several  developments  during  recent  months  that  fits  right  into  the 
master  plan  I  sketched  last  June. 

Mr.  Chairman,  and  members  of  the  committee,  I  am  more  con¬ 
vinced  than  ever  of  the  existence  of  a  master  plan  for  the  destruction 
of  REA.  What  is  even  more  to  the  point,  there  is  in  the  Department 
of  Agriculture  today  a  detailed  blueprint  that  outlines  plans,  names, 
places,  and  dates  as  to  how  parts  of  the  master  plan  are  to  be  sold  to 
the  co-ops,  to  the  Congress,  and  to  the  country. 

What  significance  does  this  have  regarding  the  legislation  that  you 
have  under  consideration?  Just  this:  One  of  the  steps  in  the  master 
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plan  is  the  subjugation  of  the  REA  Administrator.  This  step  has 
been  carried  out.  For  many  months  now  the  able  REA  Adminis¬ 
trator  has  been  a  captive  Administrator.  He  will  deny  this;  he  has 
to  deny  it.  But  he  must  admit  to  the  facts  that  make  it  so.  He  did 
in  fact  admit  it  to  them  before  the  Senate  committee  in  hearings  on  the 
companion  Humphrey  bill,  last  year. 

The  reason  is  Secretary  Benson  has  moved  into  full  control  as  far 
as  the  REA  Administrator  is  concerned.  The  most  outstanding 
evidence  of  this,  of  course,  is  this:  The  Administrator  no  longer  can 
make  any  major  loan  without  having  prior  approval  from  the  Secre¬ 
tary’s  office.  Please  keep  in  mind  that  the  making  of  loans  used  to 
be  the  Administrator’s  only  reason  for  existence — or  certainly  the 
principal  reason. 

The  REA  Administrator  now  has  to  be  rescued  from  the  domina¬ 
tion  of  the  Secretary  of  Agriculture  if  the  program  is  not  going  to  be 
seriously  impaired. 

The  Price  bill,  I  believe,  will  correct  this  situation — as  nearly  as  it 
can  be  corrected  by  law. 

The  Secretary’s  move  against  REA  has  put  fear  into  the  hearts  of 
our  people.  Those  of  you  who  heard  their  testimony  here  last  year 
will  recall  then-  state  of  mind. 

Enough  has  already  happened,  we  feel,  to  justify  our  apprehensions, 
although  all  of  us  recognize  that  the  congressional  spotlight  this  sub¬ 
committee  and  its  counterpart  in  the  Senate  turned  on  many  months 
ago  has  kept  Benson  and  company  in  check. 

FEAR  FOR  THE  FUTURE 

However,  we  don’t  find  any  comfort  in  that,  because  we  recall  how 
Secretary  Benson  in  1953  assured  Congress  that  he  would  make  no 
major  changes  in  REA  without  first  consulting  with  Congress  and 
with  citizen  organizations  most  concerned.  Despite  this  assurance, 
he  went  ahead  with  his  changes  when  the  time  suited  him.  He  did 
not  keep  his  word. 

What  will  Benson  do  after  you  have  adjourned  this  session  of 
Congress? 

Our  people  are  really  afraid  of  what  can  happen  if  safeguards  are 
not  installed  now.  It’s  the  future  that  frightens  them. 

We  all  remember  the  wise  old  saying  that  the  time  to  lock  the  barn 
door  is  before  the  horse  is  stolen.  Well,  a  large  part  of  the  horse  is 
already  out,  but  it  can  still  be  recovered. 

Let  us  curb  the  Secretary’s  power  over  REA  loans  before  anything 
more  drastic  happens  to  injure  the  program. 

In  my  testimony  last  year  I  described  in  detail  why  and  how  the 
Secretary  of  Agriculture  clipped  the  Administrator’s  loan  power 
apparently  in  order  to  stop  a  single,  important  loan.  The  loan  was 
stopped.  It  has  not  been  made  to  this  day.  I  have  heard  all  kinds 
of  excuses  as  to  why  the  loan  has  not  been  made.  However,  the 
fact  remains  that  it  has  not  been  made. 

Last  year  in  my  testimony  I  made  this  statement:  “I  am  convinced 
that  the  Indiana  co-ops  will  never  build  that  generation  and  trans¬ 
mission  system  as  long  as  Secretary  Benson  is  the  de  facto  Adminis¬ 
trator  of  REA.” 
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Now,  I  repeat  that  prediction. 

The  stopping  of  this  loan  was  not  the  only  damage  that  the  Secre¬ 
tary’s  action  brought  about.  The  following  developments,  I  believe, 
are  equally  important  and  will  have  much  more  far-reaching  effects 
upon  the  program’s  future: 

1.  The  weakening  of  congressional  control  over  REA. 

2.  The  injection  of  a  new  and  unexplained  element  into  the 
loan  procedure,  causing — as  a  minimum — uncertainty,  fear,  and 
inevitable  delay. 

3.  The  exposure  of  the  REA  program  to  political  manipulation. 

4.  The  loss  of  direct  access  by  the  co-ops  to  the  real  Adminis¬ 
trator,  and  his  inability  to  make  loan  commitments  on  the  spot — 
either  in  the  field  or  in  his  office. 

5.  The  creation  of  additional  and  unnecessary  redtape,  duplica¬ 
tion,  and  bureaucracy. 

These  developments  in  REA  are  bound  to  take  their  toll.  And 
they  would  take  this  regardless  of  who  is  Secretary  of  Agriculture. 
My  statements  regarding  the  need  for  maintaining  the  REA  loan¬ 
making  power  in  the  hands  of  the  Administrator,  where  Congress 
put  the  power,  have  nothing  to  do  with  Mr.  Benson  personally,  the 
color  of  his  hair,  or  the  brand  of  his  politics.  I  believe  it  is  important 
to  have  the  Administrator — who  is  appointed  by  the  President  and 
confirmed  by  the  Senate — serve  as  the  real  Administrator,  whether 
you  have  Benson,  Brannan,  Wickard,  or  the  man  who  one  day  will 
succeed  Benson. 

WHAT  THE  PRICE  BILL  DOES 

The  legislation  that  you  have  before  you,  in  my  opinion,  will  re¬ 
establish  what  I  am  personallly  convinced  has  been  Congress’  intent 
during  the  last  20  years:  To  have  the  REA  Administrator  empowered 
to  approve  or  disapprove  all  REA  loans  without  outside  political 
interference. 

The  Price  bill  declares — “*  *  *  any  action  of  the  Administrator 
of  the  Rural  Electrification  Administration  with  respect  to  the 
approval  or  denial  of  loans  authorized  to  be  made  under  the  pro¬ 
visions  of  the  Rural  Electrification  Act  of  1936,  as  amended,  shall  be 
the  sole  responsibility  of  the  Administrator.” 

That  is  all  the  bill  does.  It  does  not  take  REA  out  of  the  Depart¬ 
ment  of  Agriculture.  It  does  not  set  up  REA  as  a  new  and  separate 
agency.  It  simply  declares  that  the  REA  Administrator’s  power  to 
make  individual  loans  shall  not  be  interfered  with  by  anyone.  This 
is  not  an  extreme  approach  but  a  moderate  one. 

In  the  original  Rural  Electrification  Act,  Congress  put  final  author¬ 
ity  for  individual  loans  in  the  hands  of  the  Administrator,  an  official 
appointed  by  the  President  for  a  10-year  term,  confirmed  by  the 
Senate.  This  provided  for  good,  efficient  administration  because  it 
kept  decisions  that  should  be  made  on  the  basis  of  legal,  economic, 
and  technical  standards  from  being  affected  by  political  considera¬ 
tions.  Under  the  Price  REA  bill,  the  Secretary  of  Agriculture  will 
retain  overall  direction  of  REA  as  an  agency  of  the  Department,  but 
these  will  be  in  areas  that  the  Congress  can  and  does  review  regu¬ 
larly — -as,  for  example,  the  budget.  Under  the  bill,  however,  the  Ad¬ 
ministrator  will  be  solely  responsible  for  decisions  about  individual 
loans. 
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We  urge  this  committee  and  this  Congress  to  pass  H.R.  1321  with 
all  speed.  We  are  convinced  that  to  do  so  will  mark  the  restoration 
of  a  successful  REA  program.  The  REA  program  has  enjoyed 
phenomenal  success.  Farm  electrification  has  gone  from  10  percent 
to  more  than  95  percent.  Three  billion  dollars  in  sound  loans  have 
been  made  and  already  $1  billion  have  been  paid  back  to  Uncle  Sam. 
What  the  price  bill  wiil  do  is  restore  REA  to  the  kind  of  sound  opera¬ 
tion  that  during  the  last  24  years  achieved  the  record  of  which  we  are 
all  so  proud. 

“Resolution 

“[Adopted  at  the  17th  Annual  Meeting  of  the  National  Rural  Electric  Co-op 
Association,  Washington,  D.C.,  February  9-12,  1959] 

“REORGANIZATION  OF  REA 

“Whereas  the  original  Rural  Electrification  Act  of  1936  provided  for 
strictly  nonpartisan  administration  of  REA  and  provided  for  the  ap¬ 
pointment  of  an  Administrator  by  the  President,  with  confirmation 
by  the  Senate  for  a  10-year  term  to  insure  nonpartisan,  nonpolitical 
administration;  and 

“Whereas  Secretary  of  Agriculture  Ezra  Taft  Benson  pledged  him¬ 
self  to  a  congressional  committee  to  make  no  changes  in  REA  without 
first  consulting  the  proper  congressional  committees  and  other  inter¬ 
ested  groups;  and 

“Whereas  in  June  1957,  the  Secretary  did  reorganize  REA  by  requir¬ 
ing  that  all  loans  of  $500,000  or  more,  and  all  loans  of  whatever 
amount  to  new  borrowers,  be  reviewed  by  the  Secretary’s  office;  and 

“Whereas  the  Humphrey-Price  bill  would  restore  to  the  REA  Ad¬ 
ministrator  all  of  the  functions  and  authority  vested  in  him  by  the 
original  act  of  1936,  without  divorcing  REA  from  the  Department  of 
Agriculture:  Now,  therefore,  be  it 

“Resolved,  That  we  urge  the  Congress  to  pass  the  Humphrey-Price 
bill  as  early  as  possible  in  the  86th  Congress.” 

National  Telephone  Cooperative  Association, 

Hondo,  Tex.,  June  24,  1958. 

Congressman  William  L.  Dawson, 

Chairman,  Executive  and  Legislative  Reorganization  Subcommittee,  Gov¬ 
ernment  Operations  Committee,  House  Office  Building,  Washington, 
D.C. 

Dear  Congressman  Dawson:  As  the  president  of  the  National 
Telephone  Cooperative  Association  representing  telephone  coopera¬ 
tive  borrowers  of  the  Rural  Electrification  Administration,  I  would  like 
to  express  to  your  subcommittee  our  strong  support  of  the  Humphrey- 
Price  bill  which  is  designed  to  restore  to  the  REA  Administrator  the 
powers  he  had  prior  to  Secretary  Benson’s  1953  reorganization.  I 
am  writing  to  you  and  indicating  our  support  of  this  bill  in  accordance 
with  a  resolution  passed  at  the  1958  annual  meeting  of  the  National 
Telephone  Cooperative  Association  in  Dallas,  Tex.,  on  February  1, 
1958.  A  copy  of  this  resolution  is  attached. 

It  is  respectfully  requested  that  this  letter,  together  with  the 
resolution,  be  made  a  part  of  the  hearing  record. 

We  believe  that  an  REA  Administrator  free  from  the  influence  and 
domination  of  the  Secretary  of  Agriculture  is  essential  if  the  REA 
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cooperative  telephone  program  is  to  be  adequately  assisted  in  the 
extension  and  improvement  of  telephone  service  into  rural  America. 

The  Rural  Electrification  Act  of  1936  was  amended  on  October  28, 
1949,  to  authorize  loans  for  the  improvement  and  expansion  of  tele¬ 
phone  service  in  rural  areas.  The  latest  statistics  show  approximately 
44  percent  of  the  farms  still  not  served.  We  feel  that  the  improve¬ 
ment  and  extension  of  telephone  service  can  best  be  accomplished 
under  the  REA  Act  when  the  Administrator  of  REA  has  the  sole 
and  entire  responsibility  and  authority  for  reviewing  and  making 
loans.  It  is  also  the  feeling  of  the  National  Telephone  Cooperative 
Association  and  its  members  that  rural  telephone  cooperatives  can 
make  a  tremendous  contribution  to  telephone  needs  of  the  rural 
people  if  REA  is  free  to  push  this  program  as  it  has  in  the  past. 

The  Senate  Committee  on  Appropriations  apparently  felt  the  same 
way  after  it  looked  over  the  program’s  progress  earlier  this  year. 
The  committee  stated  in  its  recent  report:  “The  committee  feels 
that  the  Rural  Electrification  Administration  has  a  responsibility  for 
assisting  and  promoting  rural  telephone  cooperatives  where  necessary 
to  secure  telephone  service  to  farmers.” 

At  times  it  has  appeared  that  the  administration  did  not  appreciate 
the  potential  to  be  achieved  through  the  cooperative  telephone  pro¬ 
gram.  We  believe  that  an  Administrator  appointed  for  a  10-year 
period,  as  specified  in  the  act,  and  allowed  to  function  without  day-to- 
day  political  considerations,  will  administer  the  program  more  strictly 
on  an  economic,  engineering,  and  service  basis.  We  believe  that  such 
a  reversion  to  the  former  method  of  handling  telephone  loans  will 
expedite  the  entire  loan  program. 

In  February  of  this  year,  Under  Secretary  of  Agriculture  True  D. 
Morse  submitted  a  bill  to  the  Congress  to  amend  the  Rural  Electri¬ 
fication  Act  to  encourage  private  participation  in  financing  the  loan 
programs.  The  amendments  proposed  were  Title  III:  “Revolving 
Fund”  and  Title  IV:  “Insured  Loans.”  In  his  covering  letter  to  the 
Speaker  of  the  House  of  Representatives,  Mr.  Morse  said  that  “when 
the  Congress  authorized  this  rural  electrification  program  about  22 
years  ago  the  purpose  was  to  bring  central  station  service  to  rural 
areas.  Such  service  is  now  available  in  most  all  rural  areas.”  He  then 
says  that  “95  percent  of  the  farms  now  have  central  station  electric 
service.”  He  does  not  say,  however,  that  in  the  1949  amendment  to 
the  Rural  Electrification  Act,  Congress  established  the  following  policy 
for  telephone  loans:  “It  is  hereby  declared  to  be  the  policy  of  the  Con¬ 
gress  that  adequate  telephone  service  be  made  generally  available  in 
rural  areas,  through  the  improvement  and  expansion  of  existing  tele¬ 
phone  facilities  and  the  construction  and  operation  of  such  additional 
facilities  as  are  required  to  assure  the  availability  of  adequate  tele¬ 
phone  service  to  the  widest  practicable  number  of  rural  users  of  such 
service,”  (Public  Law  423,  81st  Cong.). 

If  the  policies  set  forth  in  the  administration  proposals  to  encourage 
private  participation  in  financing  the  loan  programs  are  enacted,  it  will 
kill  the  telephone  cooperatives.  Mr.  Hamil  and  Mr.  Scott  both  have 
testified  that  should  the  increased  interest  rates  be  put  into  effect,  the 
prime  sufferers  would  be  telephone  cooperatives  in  sparsely  settled 
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areas.  Administrator  Hamil  used  the  word  “impede”  which  means 
to  stop  in  progress.  The  Administrator  is  in  a  position  to  know  and 
we  believe  he  was  correct  when  he  said  increased  interest  rates  would 
stop  the  progress  of  the  rural  telephone  program. 

Yet  Air.  Benson  has  insisted  that  REA  shall  not  be  singled  out  on 
this  interest  rate  question.  He  says  it  will  apply  to  all  Federal  lending 
agencies.  What  difference  does  that  make?  Whether  REA  is  singled 
out  or  not  will  not  help  if  the  interest  rate  is  increased.  It  will  still 
mean  the  end  of  the  telephone  program. 

Alay  1  point  out  again  that  REA  Administrator  Hamil  did  not  pro¬ 
pose  these  interest  rate  hikes.  In  fact,  under  questioning  by  Senator 
Symington,  he  refused  to  support  the  administration  proposals. 

The  Secretary  has  praised  the  REA  program  and  said  in  his  pre¬ 
pared  statement  before  the  Executive  and  Legislative  Reorganization 
Subcommittee  of  the  House  Committee  on  Government  Operations 
that  “REA  is  an  example  of  the  Federal  Government  providing  needed 
services  which  its  rural  citizens  could  not  provide  alone.  It  is  tradi¬ 
tional  for  the  Federal  Government  to  withdraw  gradually  from  control 
and  complete  financing  of  such  programs  when  such  Federal  support 
is  no  longer  required.”  With  approximately  44  percent  of  the  Na¬ 
tion’s  farms  still  without  telephones,  we  do  not  see  how  anyone  could 
say  Federal  support  is  no  longer  required. 

Also  in  his  statement,  Benson  said  “it  is  REA  policy  to  give  equal 
treatment  to  all  telephone  applications  regardless  of  type  of  organiza¬ 
tion,  whether  cooperative,  mutual,  or  commercial.”  However,  there 
were  596  telephone  borrowers  as  of  April  30,  1958.  A  breakdown  will 
show  that  of  the  total  number  there  are  203  cooperatives  and  393 
commercial  companies.  This  figures  out  that  34.1  percent  of  the 
total  were  cooperatives  and  65.9  percent  were  commercial,  profit¬ 
making  companies.  Of  the  total  loans  approved  from  January  1, 
1957,  to  April  30,  1958  ($108,360,766),  only  22.8  percent  went  to  the 
cooperatives  while  77.2  percent  went  to  commercial  companies. 

It  is  also  interesting  to  note  that  as  of  December  31,  1956,  there 
were  203  cooperative  borrowers.  As  of  April  30,  1958,  16  months 
later,  there  are  still  only  203  cooperative  borrowers.  Commercial 
borrowers  had  increased  from  306  in  December  1956  to  393  this  past 
April,  an  increase  of  87  borrowers. 

Since  the  Secretary  of  Agriculture  can  have  no  information  pertinent 
to  decisions  of  the  Rural  Electrification  Administration  without  a 
needless  and  wasteful  duplication  of  the  REA  or  Department  staff 
and  since  he  is  an  official  subject  at  all  times  to  political  pressures,  the 
members  of  the  National  Telephone  Cooperative  Association  support 
the  bill  you  have  under  consideration  to  the  end  that  REA  may  be 
removed  from  the  domination  of  the  Secretary  of  Agriculture.  The 
association  feels  that  the  entire  responsibility  should  be  replaced  in 
the  hands  of  the  Administrator  whose  primary  responsibility  it  is  to 
administer  the  program  effectively  and  without  political  partisanship. 

Respectfully  yours. 

National  Telephone  Cooperative 
*  Association, 

Riggs  Shepperd,  President. 
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[NTCA  annual  meeting,  1958] 

Resolution  No.  4 

From:  Legislative  Committee. 

Approved  by:  Resolutions  Committee. 

Whereas  it  was  the  original  intent  of  Congress  that  the  Rural  Elec¬ 
trification  Act  should  be  administered  in  such  a  way  as  to  reduce 
partisan  political  influences  to  the  minimum;  and 

Whereas  the  Secretary  of  Agriculture  is  a  political  partisan  subject 
at  all  times  to  political  pressures;  and 

Whereas  he  or  his  appointees  can  have  no  information  pertinent  to 
decisions  of  the  Rural  Electrification  Administration  without  a  need¬ 
less  and  wasteful  duplication  of  the  REA  staff:  Now,  therefore,  be  it 
Resolved,  That  we  give  our  enthusiastic  support  to  S.  2990,  intro¬ 
duced  by  Senator  Humphrey,  and  urge  all  of  our  friends  in  the  Congress 
to  support  it  to  the  end  that  REA  may  be  removed  from  the  political 
pressures  of  a  partisan  Secretary  of  Agriculture. 


Executive  Office  of  the  President, 

Bureau  of  the  Budget, 
Washington,  D.C.,  March  3,  1059. 

Hon.  William  L.  Dawson, 

Chairman,  Committee  on  Government  Operations, 

House  of  Representatives,  Washington,  D.C. 

My  Dear  Mr.  Chairman:  This  will  acknowledge  your  letter  of 
January  20,  your  two  letters  of  January  26,  and  your  letter  of  Feb¬ 
ruary  20,  inviting  the  Bureau  of  the  Budget  to  comment,  respectively, 
on  H.R.  1321,  H.R.  3029,  H.R.  3192,  and  H.R.  4662,  bills  to  amend 
Reorganization  Plan  No.  2  of  1953. 

H.R.  1321,  H.R.  3029,  and  H.R.  4662,  identical  bills,  exempt  the 
Rural  Electrification  Administration  from  section  1  of  the  reorgani¬ 
zation  plan,  transfer  to  the  Administrator  of  the  Rural  Electrification 
Administration  all  functions  which  were  transferred  from  the  Ad¬ 
ministrator  to  the  Secretary  of  Agriculture  by  such  plan,  and  make 
any  action  of  the  Administrator  with  respect  to  the  approval  or 
denial  of  loans  the  sole  responsibility  of  the  Administrator.  H.R.  3192 
differs  from  the  above  three  bills  only  in  that  it  would  make  any 
action  of  the  Administrator  his  sole  responsibility. 

As  we  advised  you  in  our  letter  of  April  15,  1958,  on  a  somewhat 
similar  bill  introduced  in  the  85th  Congress,  the  proposed  legislation 
would  make  it  virtually  impossible  for  the  President  and  the  Congress 
and  through  them,  for  the  people  to  fix  responsibility  and  accounta¬ 
bility  for  the  administration  of  the  rural  electrification  and  telephone 
programs.  To  reestablish  accountability  in  the  executive  branch, 
the  first  Commission  on  Organization  of  the  Executive  Branch  recom¬ 
mended,  “Under  the  President,  the  heads  of  departments  must  hold 
full  responsibility  for  the  conduct  of  then’  departments.  There  must 
be  a  clear  line  of  authority  reaching  down  through  every  step  of  the 
organization  and  no  subordinate  should  have  authority  independent 
from  that  of  his  superior.”  Following  the  recommendations  of  that 
Commission,  the  President  and  the  Congress  have  cooperated  in 
bringing  such  arrangements  into  force  throughout  most  of  the  execu- 
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tive  branch.  The  establishment  of  these  arrangements  has  done  much 
to  restore  the  management  integrity  of  our  executive  departments  and 
bring  about  important  improvements  in  operations,  as  well  as  to 
clarify  accountability  for  results. 

Regarding  Reorganization  Plan  No.  2  of  1953  specifically,  we 
believe  that  the  plan  has  been  important  in  enabling  the  Secretary  to 
simplify  and  make  efficient  the  operation  of  the  Department  of 
Agriculture  and  otherwise  improve  its  management.  As  pertains  to 
the  Rural  Electrification  Administration  particularly,  we  do  not 
believe  that  its  important  programs  have  been  in  any  way  impaired 
by  the  taking  effect  of  Reorganization  Plan  No.  2  of  1953.  We 
believe  that  it  would  be  a  major  step  backward  to  exempt  the  Rural 
Electrification  Administration  from  the  sound  management  provisions 
that  apply  generally  to  the  Department  of  Agriculture,  and  which  are 
regarded  as  essential  to  responsible  management  of  the  entire  execu¬ 


tive  branch. 

For  the  foregoing  reasons,  we  wish  to  advise  that  enactment  of 
H.R.  1321,  H.R.  3029,  H.R.  3192,  or  H.R.  4662  would  not  be  in 
accord  with  the  program  of  the  President. 

Sincerely  yours, 

Phillip  S.  Hughes, 

Assistant  Director  for  Legislative  Reference. 


Department  of  Agriculture, 
Washington,  D.C.,  March  4,  1959. 

Hon.  William  L.  Dawson, 

Chairman ,  Committee  on  Government  Operations, 

House  of  Representatives. 

Dear  Congressman  Dawson:  This  is  in  reply  to  your  requests  of 
January  20  and  26,  and  February  20,  1959,  for  reports  on  H.R.  1321, 
H.R.  3029,  H.R.  3192,  and  H.R.  4662,  bills  to  amend  Reorganization 
Plan  No.  2  of  1953.  H.R.  1321,  H.R.  3029,  and  H.R.  4662,  which 
are  identical,  would  exempt  the  Rural  Electrification  Administration 
from  section  1  of  the  plan,  transfer  to  the  Administrator  of  the  Rural 
Electrification  Administration  all  functions  which  were  transferred 
I  from  the  Administrator  to  the  Secretary  of  Agriculture  by  the  plan, 
'  and  make  any  action  of  the  Administrator  with  respect  to  the  ap¬ 
proval  or  denial  of  loans  under  the  Rural  Electrification  Act  the  sole 
responsibility  of  the  Administrator.  H.R.  3192  differs  from  these  bills 
only  in  that  it  would  make  any  action  of  the  Administrator  of  the 
Rm-al  Electrification  Act  the  sole  responsibility  of  the  Administrator. 

It  is  our  recommendation  that  these  bills  should  not  be  enacted. 

The  basic  reasons  for  the  adoption  of  Reorganization  Plan  No.  2 
of  1953  were  to  centralize  in  the  Secretary  of  Agriculture  the  responsi¬ 
bility  and  the  authority  for  effective  administration  within  the 
Department  and  to  correct  the  patchwork  assignment  of  statutory 
functions  in  the  Department.  It  was  determined  that  in  this  way 
departmental  operations  could  be  simplified  and  made  more  effective 
and  the  Secretary  be  enabled  to  adjust  organization  of  the  Depart¬ 
ment  in  order  to  achieve  continuous  improvements  in  operations  to 
meet  changing  conditions. 
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The  provisions  of  the  bills  requiring  that  specified  actions  of  the 
Administrator  shall  be  his  sole  responsibility  connote  action  on  his 
part  independently  of  the  general  direction  and  supervision  of  the 
Secretary  of  Agriculture  which  was  provided  in  section  5  of  Reorgani¬ 
zation  Plan  No.  2  of  1939.  The  approval  or  denial  of  loans  is  a  most 
essential  function  of  the  REA  Administrator.  The  requirement  that 
this  activity  be  his  sole  responsibility  found  in  H.R.  1321,  H.R.  3029, 
and  H.R.  4662  has  substantially  the  same  effect  as  the  more  general 
language  of  H.R.  3192  which  is  directed  at  any  action  of  the  Adminis¬ 
trator.  The  net  effect  of  all  these  bills  is  to  remove  this  function  in 
the  administration  of  the  Rural  Electrification  Act  from  the  general 
supervision  and  direction  of  the  Secretary  of  Agriculture.  The  basic 
reason  for  the  adoption  of  Reorganization  Plan  No.  2  of  1939  was  to 
improve  the  administrative  management  of  the  executive  branch  by 
a  more  logical  grouping  of  existing  units  and  functions  and  by  a  further 
reduction  in  the  number  of  independent  units.  In  the  message  trans¬ 
mitting  this  plan,  the  President  stated  that  the  work  of  the  Rural 
Electrification  Administration  in  its  educational  as  well  as  its  lending 
functions  is  clearly  a  part  of  the  rural  life  activities  of  the  country 
and  should  therefore  be  administered  in  coordination  with  the  agri¬ 
cultural  activities  of  the  Government.  The  Department  is  justifiably 
proud  of  the  record  of  service  and  achievement  which  was  written 
during  this  period  of  20  years  of  the  administration  of  the  REA 
program  within  the  Department.  The  present  arrangement  has 
worked  well  and  should  not  be  disturbed. 

The  basic  considerations  underlying  these  reorganization  plans, 
insofar  as  they  relate  to  the  Rural  Electrification  Administration  are 
applicable  today  as  they  were  at  the  times  of  their  adoption.  Accord¬ 
ingly,  the  enactment  of  these  bills,  in  our  opinion,  would  prejudice 
and  prevent  the  achievement  of  the  basic  objectives  of  the  plans. 

The  Bureau  of  the  Budget  advises  that  enactment  of  this  proposed 
legislation  would  not  be  in  accord  with  the  program  of  the  President. 

Sincerely  yours, 

E.  T.  Benson,  Secretary. 


Rural  Electrification  Administration — Delegations  of  Au¬ 
thority  and  Assignment  of  Functions  Within  the  Department 
of  Agriculture,  January  2,  1954 

Department  of  Agriculture, 

Office  of  the  General  Counsel, 

Washington ,  D.C.,  June  12,  1958. 

Hon.  William  L.  Dawson, 

Chairman,  Government  Operations  Committee, 

House  of  Representatives,  Washington,  D.C. 

Dear  Congressman  Dawson:  Pursuant  to  the  request  of  Air. 
Fascell  at  the  hearings  before  the  Executive  and  Legislative  Reorgan¬ 
ization  Subcommittee  of  the  Government  Operations  Committee  on 
June  10,  1958,  concerning  the  Rural  Electrification  Administration, 
I  am  pleased  to  submit  the  following  information. 

The  authorities  and  responsibilities  of  the  Administrator  of  the 
Rural  Electrification  Administration  are  governed  by  the  “Delega¬ 
tions  of  Authority  and  Assignment  of  Functions”  set  forth  in  the  order 
of  the  Secretary  effective  January  2,  1954,  appearing  in  volume  19, 
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Code  of  Federal  Regulations,  chapter  74,  a  copy  of  which  is  enclosed. 
The  following  are  excerpts  from  which  order  as  it  affects  the  Rural 
Electrification  Administration. 

“delegations  of  authority  and  assignment  of  functions 

“Sec.  100.  Authority.  The  delegations  in  this  document  are  made 
pursuant  to  authority  vested  in  the  Secretary  of  Agriculture  by 
section  161,  Revised  Statutes  (5  U.S.C.  22)  and  Reorganization  Plan 
No.  2  of  1953,  as  well  as  all  other  statutes  and  prior  reorganization 
plans  vesting  authority  in  the  Secretary  of  Agriculture  with  regard 
to  the  functions  of  the  Department  of  Agriculture. 

“Sec.  101.  General  purpose.  The  purpose  of  this  document  is  to 
provide  as  nearly  as  may  be  a  general  and  concise  authority  under 
which  the  agencies  of  this  Department  are  vested  with  authorities 
adequate  to  the  discharge  of  then  responsibilities.  As  a  result  of  the 
terms  of  Reorganization  Plan  No.  2  of  1953,  the  Secretary  of  Agricul¬ 
ture  is  enabled  to  provide  the  subordinate  officers  and  units  of  the 
Department  with  such  delegations  and  assignments  as  he  finds  are 
necessary  or  desirable  in  relation  to  the  functions  performed. 

“Sec.  102.  Relation  to  Office  oj  the  Secretary.  No  delegation  or 
authorization  prescribed  in  this  document  shall  preclude  the  Secre¬ 
tary  from  exercising  any  of  the  powers  or  functions  or  from  performing 
any  of  the  duties  conferred  herein  and  any  such  delegation  or  author¬ 
ization  is  subject  at  all  times  to  withdrawal  or  amendment  by  the 
Secretary.  No  delegation  or  authorization  prescribed  in  this  docu¬ 
ment  shall  preclude  the  exercise  of  any  delegation  or  authorization 
otherwise  provided  to  the  Under  Secretary,  Assistant  Secretaries, 
Administrative  Assistant  Secretaries,  or  Assistant  to  the  Secretary 
for  Agricultural  Credit,  or  to  the  Staff  agencies  as  provided  in  section 
112  hereof. 

“Sec.  103.  Responsibilities  of  Agency  Heads. — a.  Responsibility  to 
the  Secretary.  The  delegations  contained  in  this  document  are  made 
subject  to  the  general  responsibility  of  the  Secretary  to  the  President 
and  to  the  Congress  for  the  administration  of  the  Department.  The 
head  of  each  agency  (1)  will  maintain  close  working  relationships  with 
the  officer  to  whom  he  reports,  (2)  will  keep  him  advised  with  respect 
to  major  problems  and  developments,  and  (3)  will  discuss  with  him 
proposed  actions  involving  major  policy  questions  or  other  important 
considerations  or  questions,  including  matters  involving  relationships 
with  other  agencies  of  this  Department,  other  Federal  agencies,  or 
other  governmental  or  private  organizations  or  groups. 

“b.  Responsibility  for  coordination  of  policies  and  operations.  It  is 
the  responsibility  of  each  agency  to  consult  and  cooperate  with  other 
Department  agencies  when  its  activities  relate  to,  affect,  or  are 
affected  by  the  work  of  these  agencies  and  to  see  that  its  policies,  pro¬ 
grams,  and  operations  are  coordinated  with  theirs,  to  the  end  that  the 
Department  operates  with  maximum  unity  and  effectiveness. 

“c.  Responsibility  for  efficient  operation.  Agency  heads,  having 
broad  authority  to  carry  on  the  functions  of  their  agencies,  are  re¬ 
sponsible  for  seeing  that  the  work  of  their  agencies  is  efficiently  ad¬ 
ministered  and  that  the  public  obtains  the  fullest  possible  benefit  for 
funds  expended.  To  accomplish  these  objectives  and  to  insure  that 
the  maximum  possible  improvements  in  programs  and  operations  are 
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achieved,  agency  heads  should  see  that  periodic  reviews  are  conducted 
as  required  by  Executive  Order  10072  and  5  U.S.C.  1151. 

******* 

“Sec.  112.  Delegations  and  authorizations  to  Service  agencies 
shall  be  subject  to  such  delegations  and  authorizations  as  are  granted 
to  Staff  agencies  by  the  Administrative  Regulations  or  otherwise. 

“GENERAL  DELEGATION  OF  AUTHORITY 

“Sec.  116.  Delegations  of  authority  to  agency  heads.  The  head  of 
each  agency  shall,  under  the  general  direction  and  supervision  of  the 
Secretary  of  Agriculture  and  the  Under  Secretary,  and  the  Assistant 
Secretary,  the  Administrative  Assistant  Secretary,  or  the  Assistant  to 
the  Secretary  in  charge  of  Agricultural  Credit  to  whom  is  assigned  the 
general  direction  and  supervision  of  his  agency,  direct  and  supervise 
the  activities  of  the  employees  of  his  agency.  Subject  to  any  reserva¬ 
tion  of  authority  contained  in  the  assignment  of  functions  to  the 
individual  agency,  or  otherwise  reserved  in  the  Administrative 
Regulations,  the  head  of  any  agency  is  hereby  delegated  authority  to 
take  any  action,  including  the  authority  to  execute  any  document, 
authorize  any  expenditure,  and  promulgate  any  rule,  regulation,  order 
or  instruction,  required  by  law  or  deemed  by  him  to  be  necessary 
and  proper  to  the  discharge  of  the  functions  assigned  to  his  agency. 
The  head  of  any  such  agency  may,  consistent  with  and  with  due 
regard  to  his  personal  responsibility  for  the  proper  discharge  of  the 
functions  assigned  to  his  agency,  delegate  and  provide  for  the  re¬ 
delegation  of  his  authority  to  appropriate  officers  and  employees. 
Reservations  of  authority  to  the  Secretary  are  subject  to  the  provisions 
otherwise  made  for  the  authority  of  the  Under  Secretary  and  Assistant 
Secretaries. 

******* 
“Rural  Electrification  Administration 


ASSIGNMENT  OF  FUNCTIONS 

“Sec.  1500.  Assignment  of  functions.  The  following  assignment  of 
functions  is  hereby  made  to  the  Rural  Electrification  Administration: 

“a.  The  rural  electrification  program. 

“b.  The  rural  telephone  program. 

“Sec.  1501.  Reservations — a.  Reservations  to  the  Secretary .  Requests 
and  certifications  to  the  Secretary  of  the  Treasury  in  connection  with 
loans  to  the  Administrator  of  the  Rural  Electrification  Administration 
for  the  rural  electrification  and  rural  telephone  programs.” 

Reservations  on  program  authority  are  expressly  stated  in  the 
paragraph  of  the  order  assigning  functions  to  the  agency.  In  the  case 
of  Rural  Electrification  Administration  such  assignment  and  reserva¬ 
tions  are  found  in  section  1500.  The  phrase  in  section  116  “or  other¬ 
wise  reserved  by  the  Administrative  Regulations”  relates  to  adminis¬ 
trative  detail  such  as  budget  and  personnel  which  functions  are  handled 
by  staff  agencies. 

The  authorities  supporting  the  delegations  contained  in  the  above 
order  are  those  cited  in  the  first  paragraph  thereof,  the  principal 
authority  being  Reorganization  Plan  No.  2  of  1953. 

Sincerely  yours,  T 

R.  L.  JB  ARRINGTON, 

General  Counsel. 
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Other  Agencies  Independent  of  Departmental  Control 

The  status  of  REA,  as  provided  by  this  bill,  is  not  unique  in  the 
Federal  establishment.  The  Federal  Maritime  Board,  an  agency 
within  the  Department  of  Commerce,  was  made  so  by  Reorganization 
Plan  No.  21  of  1950.  The  plan  made  the  Board  independent  of  the 
Secretary  with  respect  to  certain  functions,  but  to  be  guided  by  his 
policies  with  respect  to  all  others.  The  applicable  language  is  as 
follows : 


SECTION  106.  STATUS  OF  BOARD  AND  CHAIRMAN 

The  Board  shall  be  an  agency  within  the  Department  of 
Commerce.  The  Board,  in  respect  of  the  functions  trans¬ 
ferred  to  it  by  the  provisions  of  section  104  of  this  reorgani¬ 
zation  plan,  and  the  Chairman,  in  respect  of  so  much  of  the 
functions  transferred  to  him  by  the  provisions  of  section  103 
of  this  reorganization  plan  as  relates  to  functions  of  the 
Board  under  section  104  hereof,  shall  be  independent  of  the 
Secretary  of  Commerce.  In  administering  all  other  functions 
transferred  to  them  by  the  provisions  of  this  reorganization 
plan  the  Board  and  the  Chairman  shall  be  guided  by  the 
general  policies  of  the  Secretary  of  Commerce  with  respect  to 
such  functions. 

The  General  Counsel  of  the  National  Labor  Relations  Board  was 
made  independent  of  the  Board  in  many  respects  (29  U.S.C.  153(d)). 
This  section  effected  an  important  change  over  the  earlier  Wagner 
Act.  It  was  designed  to  make  the  General  Counsel  an  independent 
official  appointed  by  the  President  and  confirmed  by  the  Senate  for 
a  term  of  years  ( Lewis  v.  NLRB  357  U.S.  10). 

The  Bureau  of  Mines  is  a  constitutent  of  the  Department  of  the 
Interior,  but  certain  decisions  made  by  the  Bureau  are  appendable, 
not  to  the  Secretary  of  the  Interior,  but  to  the  Federal  Coal  Mine 
Safety  Board  of  Review  which  is  an  independent  agency  outside  of 
the  Interior  Department  (30  U.S.C.  475). 


MINORITY  REPORT 


The  undersigned  cannot  subscribe  to  the  majority’s  action  reporting 
out  H.R.  1321,  a  bill  to  modify  Reorganization  Plan  No.  II  of  1939 
and  Reorganization  Plan  No.  2  of  1953,  for  the  reasons: 

1.  There  is  no  need  for  its  enactment. 

2.  The  bill,  if  enacted,  would  create  an  unworkable  adminis¬ 
trative  anomaly. 

1.  There  is  no  need  jor  enactment  of  H.R.  1821 

Three  days  of  hearings  in  June  1958  on  a  similar  measure  introduced 
in  the  85th  Congress  and  1  day  of  hearings  on  another  version  of  this 
same  bill  have  served  to  demonstrate  that  the  proposed  legislation  is 
unnecessary  and  wdl  achieve  no  useful  purpose  if  enacted.  I 

This  proposal  came  into  being  apparently  because  of  an  informal 
arrangement  suggested  by  Secretary  Benson  to  REA  Administrator 
Hamil  in  June  1957  involving  loan  applications  of  more  than  $500,000 
and  applications  from  new  borrowers.  These  were  to  be  submitted 
to  the  Director  of  Agricultural  Credit  Services,  Mr.  Kenneth  L.  Scott, 
a  longtime  employee  of  the  Department  of  Agriculture  with  a  sub¬ 
stantial  background  in  agricultural  credit  matters,  for  his  information 
and  review.  The  hearings  have  amply  demonstrated  that  this  arrange¬ 
ment  did  not  interfere  in  any  way  with  the  exercise  by  the  REA 
Administrator  of  his  discretion  to  grant  or  refuse  loans,  nor  did  it  at 
any  time  appreciably  delay  action  on  loan  applications.  Although 
requested,  not  one  instance  has  been  cited  by  any  of  the  witnesses 
supporting  the  bdl  where  a  loan  applicant  was  prejudiced  in  any  way 
by  the  referral  arrangement. 

The  informal  arrangement  of  June  1957  has  been  modified  so  that 
only  generation  and  transmission  loans  in  excess  of  $1  million  and  new 
telephone  loans  are  referred.  This  reduces  very  substantially  the 
number  of  loans  affected  by  the  arrangement.  On  the  basis  of  past 
experience,  which  was  not  and  cannot  be  rebutted,  these  loans  will  be 
processed  with  the  same  dispatch  as  they  were  both  before  and  after! 
June  1957. 

When  the  proponents  and  supporters  of  the  proposal  failed  to 
establish  any  justification  for  its  enactment  in  terms  of  past  events, 
attempts  were  made  to  justify  it  on  the  basis  of  possible  future  develop¬ 
ments.  These  were  in  terms  of  a  “grave  threat”  which,  it  was 
alleged,  hangs  over  the  REA  program — domination  by  the  Secretary 
of  Agriculture.  We  question  seriously  the  necessity  and  the  advis¬ 
ability  of  attempting  by  legislating  now  to  forestall  something  that 
may  happen  in  the  unspecified  future.  Apart  from  this,  the  facts 
conclusively  demonstrate  that  there  is  no  substance  at  all  to  this 
“fear  for  the  future.” 

The  record  of  REA’s  electrification  progress,  as  presented  to  the 
committee,  for  the  past  6  years — a  period  during  which  REA  was 
administered  under  the  general  direction  and  supervision  of  Secretary 
Benson,  speaks  eloquently  for  itself: 
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REA  record — 6  calendar  years  of  the  Eisenhower- Benson  administration  compared 

with  preceding  18  years 


[Dollars  in  millions] 


6  years  1953 
through  1958 

18  years  1935 
to  1953 

Total  1935 
through  1958 

A.  Electrification: 

$1, 545 
$1,  227 

$400 

$2, 954 
$2, 019 

$469 

$4,  499 
$3, 846 

(c)  Loans  for  generation  and  transmission  facilities: 2 

Dollars.  -  _ 

$869 

Percent  of  total  loans _  .  _  .  .  --  - 

32.6 

17.9 

22.6 

$1, 098 
$351 

$2, 157 

$3,  255 
$512 

(e)  Increase  in  net  worth  of  borrowers.  _  _ 

$161 

(/)  Payments  by  borrowers: 

$384 

$202 

$586 

$210 

$140 

$350 

Increase  in  balance  of  payments  ahead  of 

$87 

$52 

$139 

(g)  Number  of  delinquent  borrowers: 

45 

0 

G 

45 

(ft)  Amount  of  payments  in  arrears: 

$0.7 

0 

$0.1 

$0.7 

1  1  Fiscal  years  1954-59,  1935-53,  and  1935  to  1959.  In  fiscal  1957,  when  an  upsurge  ofloan  applications  de¬ 
veloped  unexpectedly,  REA  asked  for  $200  million  in  supplemental  funds.  The  Department  of  Agricul¬ 
ture,  the  Bureau  of  the  Budget,  the  Congress,  and  the  President  of  the  United  States  all  acted  promptly 
to  grant  this  requested  additional  lending  authority. 

J  This  is  a  loan  purpose  for  which  concern  for  the  future  was  expressed  by  witnesses  supporting  the  pro¬ 
posal. 

Administrator  Hamil  furnished  the  committee  with  additional 
statistics  demonstrating  the  remarkable  progress  of  REA  and  REA- 
financed  systems,  both  electric  and  telephone,  during  the  calendar 
years  1953  through  1958.  The  outlook  for  the  foreseeable  future  is 
excellent.  The  programs  are  in  good  hands.  What  plausible  reason 
is  there  for  anyone  to  fear  for  the  future  at  the  hands  of  a  Secretary 
whose  Department’s  views  to  the  committee  were  prefaced  with  these 
words? 

The  Department  is  fully  aware  and  very  proud  of  REA’s 
record  of  accomplishment  and  success,  and  of  the  unanimity 
of  support  and  praise  it  has  received  from  farmers  and  rural 
people,  from  farm  organizations,  and  from  legislators  on  both 
sides  of  the  aisle  here  in  Washington  and  in  State  capitols 
across  the  land.  The  Department  has  played  its  part  in 
)  making  that  record.  It  regards  very  highly  its  20  years  of 
participation  in  these  programs  and  looks  forward  to  con¬ 
tinuing  its  contribution  in  meeting  the  challenge  of  the 
future. 

There  is  none.  If  and  when  a  situation  arises  which  warrants  con¬ 
gressional  action,  appropriate  action  to  meet  then  existing  conditions 
and  circumstances  can  be  swiftly  and  effectively  taken. 

2.  The  bill,  if  enacted,  would  create  an  unworkable  administrative 
anomally 

The  bill  reported  by  the  majority  is  materially  different  from  the 
measure  which  the  committee  considered  in  1958.  It  was  first  pro¬ 
posed  only  that  Reorganization  Plan  No.  2  of  1953  be  made  inappli¬ 
cable  to  REA.  When  it  developed  at  last  year’s  hearings  that  enact¬ 
ment  of  such  a  proposal  would  leave  the  Secretary’s  authority  under 
the  1939  reorganization  plan  virtually  unaffected,  another  version  was 
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introduced,  making  the  actions  of  the  Administrator  in  approving 
and  denying  loans  his  “sole  responsibility.”  This  was  demonstrated 
by  the  testimony  of  competent  witnesses  at  the  recent  hearings  to  be 
unworkable. 

Assistant  Budget  Director  William  F.  Finan  pointed  out  that 
despite  this  wording,  the  Administrator  would  still  be  responsible  to 
the  President  and  the  Congress  and  the  Secretary  would  continue  to 
have  responsibility  for  many  important  aspects  of  REA  administra¬ 
tion,  such  as  budget  and  personnel.  Director  Scott  also  raised  serious 
questions  as  to  the  meaning  and  effect  of  the  language  of  the  proposal 
before  the  committee.  He  stated  that  the  approval  or  denial  of  loans 
is  a  most  essential  function  of  the  REA  Administrator.  If  the  phrase 
“sole  responsibility”  means,  Mr.  Scott  testified,  that — 

all  decisions  as  to  the  policies,  procedures,  and  personnel 
which  are  the  vital,  indispensable  ingredients  of  the  loan 
process  are  to  be  made  solely  by  the  Administrator,  then  the 
effect  of  these  proposals  would  be  to  remove  REA  substan¬ 
tially  in  its  entirety  from  the  general  supervision  and  direc¬ 
tion  of  the  Secretary. 

This,  Mr.  Scott  further  stated — - 

would  strike  down  Reorganization  Plan  No.  2  and  destroy  its 
objectives  insofar  as  they  pertain  to  REA. 

The  observations  made  by  Messrs.  Finan  and  Scott  are  generally 
applicable  to  the  bill  which  the  majority  recommends  for  passage. 
The  majority  proposes  that  REA  be  left  within  the  Department  of 
Agriculture  but  that  the  functions  and  activities  of  REA  be  retrans¬ 
ferred  from  the  Secretary  to  the  Administrator.  These  functions  and 
activities  are  to  be  exercised  and  administered  within  the  Depart¬ 
ment  by  the  Administrator  under  the  general  direction  and  super¬ 
vision  of  the  Secretary  of  Agriculture.  This  language  has  the  sem¬ 
blance  of  leaving  REA  where  Reorganization  Plan  No.  2  of  1939 
placed  it.  But  the  majority  goes  one  important  and  illogical  step 
further.  It  says  the  Administrator  shall  not  be  subject  to  the  Secre¬ 
tary’s  supervision  and  direction  in  exercising  the  functions  relating 
to  the  approving  or  disapproving  loans. 

The  loan  function  is  the  very  reason  for  REA’s  existence.  If  the 
intent  of  the  majority  is  to  exclude  all  functions  in  the  loan  process,  * 
including  formulation  of  loan  policies  and  appointment  of  personnel, 
from  the  Secretary’s  supervision  and  direction,  the  Secretary  is  left 
with  nothing  of  substance  to  supervise  and  direct.  Under  such  an 
interpretation,  the  Administrator  would  be  responsible  directly  to 
the  President  and  to  the  Congress  for  his  actions.  The  essential 
purposes  of  Reorganization  Plan  No.  2  of  1939  as  well  as  those  of  the 
1953  plan  would  be  destroyed  so  far  as  they  relate  to  REA. 

This  intent  is  not  clearly  spelled  out.  A  literal  reading  of  the  bill 
reported  by  the  majority  would  leave  subject  to  the  Secretary’s  direc¬ 
tion  and  supervision  all  of  the  functions  and  activities  of  REA  except 
the  bare  function  of  approving  and  disapproving  loans.  The  Admin¬ 
istrator  in  other  vital  aspects  of  administering  the  Rural  Electrifica¬ 
tion  Act  and  the  agency  would  continue  to  be  subordinate  to  the  Secre¬ 
tary,  and  subject  to  his  direction,  supervision,  and  control,  and  to  the 
regulations  prescribed  by  him  for  the  government  of  the  Department, 
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the  conduct  of  its  officers  and  clerks,  the  distribution  and  performance 
of  its  business  (other  than  the  act  of  approving  or  refusing  to  approve 
loans),  and  the  custody,  use,  and  preservation  of  the  records,  papers, 
and  property  appertaining  to  it  (5  U.S.C.  22).  The  preparation  and 
submission  of  annual  loan  and  administrative  fund  budgets,  the 
appointment  and  supervision  of  personnel,  the  formulation  of  loan  and 
other  administrative  policies  and  procedures,  and  all  the  other  activi¬ 
ties  and  functions  associated  with  the  administration  of  REA  would 
continue  to  be  under  the  Secretary’s  direction  and  supervision. 

Such  an  arrangement,  in  the  opinion  of  the  minority,  is  unworkable. 
We  point  to  the  anomalous  nature  of  an  organization  wherein  all 
functions  and  activities  which  support  the  final  act  of  loan  approval  or 
disapproval  are  supervised  by  the  director  or  the  official  who  performs 
that  final  act,  but  the  act  itself  is  removed  from  direction  and  super¬ 
vision,  and  must  be  performed  without  coordination  with  the  support¬ 
ing  functions  and  activities. 

f  f  the  minority  have  erred  in  their  interpretation  of  the  proposal — 
a  reasonable  possibility  in  view  of  its  ambiguous  and  uncertain 
nature — we  submit  that  it  is  not  ready  for  consideration  by  the 
Congress.  The  best  fate  it  deserves  is  resubmission  to  the  committee 
with  direction  to  remove  the  anomalies,  uncertainties,  and  ambiguities 
before  it  is  returned  to  the  Congress  for  debate  and  adoption  or 
rejection. 

The  undersigned  represent  that  the  Congress  would  do  no  service 
to  the  REA  program  by  adopting  the  proposal  in  its  present  form,. 
We  have  the  fortunes  of  this  important  agency  as  much  at  heart  as 
those  of  the  majority.  We  concur  fully  in  the  Secretary’s  statement 
that  the  basic  considerations  underlying  the  reorganization  plans  of 
1939  and  1953,  insofar  as  they  relate  to  REA,  are  as  applicable  today 
as  they  were  at  the  time  of  their  adoption.  We  recommend  to  the 
Congress  careful  consideration  of  the  closing  paragraph  of  the  Secre¬ 
tary’s  statement  presented  to  this  committee  at  the  preceding  session 
of  the  Congress: 

The  benefits  of  rural  electrification  and  rural  telephones 
have,  through  the  years  since  REA’s  inception  a  quarter 
century  ago,  been  extended  to  the  people  of  rural  America 
without  regard  to  creed,  color,  or  politics.  From  these 
)  grass-roots  people  come  the  strength  and  soundness  of  these 
programs.  The  programs  have  had  consistent  nonpartisan 
support  in  the  Congress  and  from  successive  national  admin¬ 
istrations.  We  hope  to  keep  it  that  way.  (Hearings  on 
H.R.  11762,  85th  Congress,  2d  sess.,  p.  17i-2.) 

Clare  E.  Hoffman. 

R.  Walter  Riehlman. 

George  Meader. 

Clarence  J.  Brown. 

Florence  P.  Dwyer. 

Joe  Holt. 

Robert  P.  Griffin. 

George  M.  Wallhauser. 

Jessica  McC.  Weis. 

Robert  R.  Barry. 


ADDITIONAL  VIEWS 


We  oppose  II. R.  1321  to  modify  Reorganization  Plan  No.  II  of  1939 
and  Reorganization  Plan  No.  2  of  1953,  because,  in  our  judgment,  it 
adopts  an  erroneous  principle  of  administration.  Instead  of  tight¬ 
ening  controls  and  establishing  clear  channels  of  authority  and  re¬ 
sponsibility,  it  moves  in  the  direction  of  fragmenting  and  dispersing 
authority  and  responsibility. 

If  we  continue  to  create  autonomous  administrations  outside 
departments  or,  even  though  they  may  be  inside  departments,  not 
subject  to  the  control  and  regulation  of  the  department  head  who,  in 
turn,  as  a  member  of  the  Cabinet,  is  responsible  to  the  President,  we 
will  find  that  we  have  created  an  uncontrollable  and  chaotic  situation 
not  only  outside  the  power  of  the  President  to  maintain  order  and 
consistency  in  administration  policy,  but  likewise  more  difficult  for 
the  Congress  to  examine  and  control. 

Proper  administration,  in  our  judgment,  requires  further  tightening 
of  authority  and  establishing  clearer  channels  of  command,  not  in 
diffusion  and  fragmentation  such  as  will  be  the  result  if  not  the  obvious 
purpose  of  H.R.  1321. 

George  Meader. 

Robert  Griffin. 

Clare  E.  Hoffman. 
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86th  CONGRESS 
1st  Session 


Union  Calendar  No.  79 

H.  R.  1321 

[Report  No.  235] 


IN  THE  HOUSE  OE  REPRESENTATIVES 

January  7, 1959 

Mr.  Price  introduced  the  following  bill;  which  was  referred  to  the  Com¬ 
mittee  on  Government  Operations 

March  20, 1959 

Reported  with  amendments,  committed  to  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union,  and  ordered  to  be  printed 

[Strike  out  all  after  the  enacting  clause  and  insert  the  part  printed  in  italic] 


A  BILL 


To  amend  Reorganization  Plan  Numbered  2  of  1953. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled , 

3  That  section  4-  of  Reorganization  Plan  Numbered  of  1-95-3 

4  shall  not  hereafter  apply  to  the  Rural  Electrification  Admin- 

5  istration,-  and  there  are  hereby  transferred  to  the  A-dminis- 

6  trator  of  the  Rural  Electrification  Administration  all  fune- 

7  tions  which  were  transferred  from  the  Administrator  to  the 

8  Secretary  of  Agriculture  by  sueh  reorganization  jdan^  and 

10  Plan  Numbered  3  of  493A  or  the  provisions  of  any  other 

11  lawy  any  action  of  the  Administrator  of  the  Rural  Eleetrifiea- 
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tien  Administration  vd th  respeet  to  the  approval  or  denial 
el  loans  authorized  to  he  made  under  the  provisions  el  the 
■Rural  Electrification  Aet  el  4-93tb  as  amended;  shall  he  the 
sole  responsibility  el  the  Administrator.- 


That  the  functions  and  activities  of  the  Rural  Electrification 
Administration  and  the  Administrator  of  the  Rural  Electri¬ 
fication  Administration  which  were  transferred  to  the  Depart¬ 
ment  of  Agriculture  and  to  the  Secretary  of  Agriculture  by 
Reorganization  Plan  No.  II  of  1939  and  Reorganization 
Plan  No.  2  of  1953  are  hereby  transferred  to  the  Adminis¬ 
trator  of  the  Rural  Electrification  Administration ,  and  shall 
be  exercised  and  administered  within  the  Department  of 
Agriculture  by  such  Administrator  under  the  general  direc¬ 
tion  and  supervision  of  the  Secretary  of  Agriculture;  except 
that  insofar  as  such  functions  relate  to  the  approval  or  dis¬ 
approval  of  loans  authorized  to  be  made  under  the  Rural 
Electrification  Act  of  1936,  as  amended,  their  exercise  by 
the  Administrator  shall  not  be  subject  to  the  supervision,  or 
direction  of,  or  to  any  other  control  by,  the  Secretary  of 
Agriculture. 

Amend  the  title  so  as  to  read:  “A  bill  to  modify  Re¬ 
organization  Plan  No.  II  of  1939  and  Reorganization  Plan 
No.  2  of  1953.” 
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Public  Law  480 . 37 

HIGHLIGHTS:  House  passed  setytfnd  supplemental  appropriati'Km  bill.  Senate  committee 
reported  bill  to  give  REA  independent  status.  Senate  committee  reported  bill  to  in* 
crease  special  milk  prograir/  Sen.  Langer  introduced  and  discussed  bill  to  extend 
P.  L.  480  for  five  years. 

HOUSE 

1.  APPROPRIATIONS.  Parsed  with  amendments  H.  R.  5916,  the  second\upplemental 
appropriation  bill  for  1959.  pp.  4539-81 

Agreed  to  the  following  amendments: 

By  Rep.  Rooney,  183  to  59,  to  provide  an  additional  $100,000,000  fdr  advances 
to  the  Development  Loan  Fund  for  the  foreign  aid  program,  pp.  45>6-60,  4581 
By  Speaker/Rayburn  to  provide  an  additional  $100,000  for  the  Outdoor  Recreation 
Resources  Review  Commission,  pp.  4568-9 

Rejected  an  amendment  by  Rep.  McGovern  which  would  have  reduced  the  item 
the  Of f ice  of  the  Secretary  of  Agriculture  from  $186,755  to  $112,053. 

4578 

joint  of  order  was  sustained  against  an  amendment  by  Rep,  Durham  which  would 
have  provided  an  additional  $3  million  in  Federal  contributions  to  States 
for  civil  defense  purposes,  p.  4576 


2.  FORESTRY.  Both  Houses  received  from  this  Department  a  report,  "Program  for  the 

National  Forests";  to  H.  Agriculture  and  S.  Agriculture  and  Forestry  and  Interior 
and  Insula^  Affairs  Committees,  pp.  4538,  4591,  A2607-12 


\ 


3.  MINIMUM  WAGES.''  Rep.  Rodino  urged  enactment  of  legislation  to  increase /the 
national  minii  ipi  wage  to  $1.25.  pp.  4581-2 


UNEMPLOYMENT „ 


and  urged  enactme 
pressed  areas,  p 


Dingell  expressed  his  concern  over  the  unemployment  situation 
of  legislation  for  Federal  assistance  to  economically  de- 


5.  POSTAL  RATES.  The  Posh  Office  and  Civil  Service  Committee  reported  with  amend¬ 
ment  H.  R.  4595,  to  clarify  and  make  uniform  certain  provi/sions  of  law  relating 
to  special  postage  rates^for  educational,  cultural,  and  /ibrary  materials 
(H.  Rept.  252)  .  p„  4591 


SENATE 


C 


SCHOOL  MILK.  The  Agriculture  arfd  Forestry  Committed  reported  without  amendment 
H.  R.  5247,  to  increase  by  $3,000,000  the  authorized  maximum  expenditure  for  the 
fiscal  year  1959  under  the  special  milk.  progr§p  (S.  Rept.  143).  p.  4496 


7,  ELECTRIFICATION.  The  Government  Operations  Committee  reported  with  amendments 
S0  144,  to  amend  Reorganization  Plan  No.  2  of  1953  so  as  to  exempt  REA  from  the 
plan.  (S?  .Rept,;  142).  p.  4496 


8.  WATER  RESOURCES.  The  Interior  and  Insrfkar  Affairs  Committee  reported  with  amenc 
ments  S.  Res.  48,  establishing  a  committee  to  study  the  matter  of  the  develop¬ 
ment  and  coordination  of  water  resources  \S.  Rept.  145)  .  p„  4496 


9.  INTERGOVERNMENTAL  RELATIONS.  Serf.  Humphrey  Cirged  support  of  S.  910  which  would 
establish  a  5-year  program  of /payments  in  lieu  of  taxes  to  local  governments 
who  have  suffered  losses  because  of  immunity  of  Federal  property,  and  inserted 
a  statement  favoring  the  b^ll.  pp.  4502-4  \ 

10.  BUDGET.  Sen.  Bush  inserted  an  editorial  criticizing  the  Democrats  for  playing 


"bookkeeping  games"  an <z  "politics"  with  the  President's  budget,  pp.  4515-6 


11. 


ECONOMIC  POLICY.  Setrf  Bennett  criticized  a  speech  by  'Sen,  Gore  for  not  mention¬ 
ing  the  preservation  of  the  free  enterprise  system,  fols  proposing  "restrictions 
on  the  economy"  and  for  accusing  Republicans  of  using  "ofgh  interest  rates  to 
injure  ...  Democrats."  pp.  4519-29 


12.  GOVERNMENT  ETHtCS.  Agreed  to  H.  Con.  Res.  15,  providing  for\the  printing  of  the 
"Code  of  Etrfics  for  Government  Service"  as  a  House  document ,\  p.  4536 


13.  ADMINISTRATION;  PROPERTY.  The  Government  Operations  Committee  Reported  without 
amendment  S.  900,  to  extend  the  authority  of  GSA  to  pay  direct  ^cpenses  in 
connection  with  the.;utilization  of  excess  real  property.  (S.  Rept\l38). 

Che  Government  Operations  Committee  reported  S.  901/^ to 
kke  contracts  for  cleaning  and  custodial  services  for  periods  not  exceed 
years  (S.  Rept.  139) .  p.  4496 


Calendar  No.  131 


86th  Congress  ) 

SENATE  i 

|  Report 

1st  Session  ) 

[  No.  142 

MODIFYING  REORGANIZATION  PLAN  NO.  II  OF  1939  AND 
REORGANIZATION  PLAN  NO.  2  OF  1953 


March  24,  1959. — Ordered  to  be  printed 


Mr.  Humphrey,  from  the  Committee  on  Government  Operations, 

submitted  the  following 

REPORT 

together  with 
INDIVIDUAL  VIEWS 

[To  accompany  S.  144] 


The  Committee  on  Government  Operations,  to  whom  was  referred 
S.  144,  a  bill  to  amend  Reorganization  Plan  No.  2  of  1953,  having 
considered  the  same,  report  favorably  thereon,  with  amendments,  and 
recommend  that  the  bill,  as  amended,  do  pass. 

The  amendments  are  as  follows: 

Strike  out  all  after  the  enacting  clause  and  insert  in  lieu  thereof  the 
following : 


.  That  the  functions  and  activities  of  the  Rural  Electrification  Administration  and 
the  Administrator  of  the  Rural  Electrification  Administration  which  were  trans¬ 
ferred  to  the  Department  of  Agriculture  and  to  the  Secretary  of  Agriculture 
by  Reorganization  Plan  No.  II  of  1939  and  Reorganization  Plan  No.  2  of  1953 
are  hereby  transferred  to  the  Administrator  of  the  Rural  Electrification  Adminis¬ 
tration,  and  shall  be  exercised  and  administered  within  the  Department  of  Agri¬ 
culture  by  such  Administrator  under  the  general  direction  and  supervision  of  the 
Secretary  of  Agriculture;  except  that  insofar  as  such  functions  relate  to  the 
approval  or  disapproval  of  loans  authorized  to  be  made  under  the  Rural  Electrifica¬ 
tion  Act  of  1936,  as  amended,  their  exercise  by  the  Administrator  shall  not  be 
subject  to  the  supervision  or  direction  of,  or  to  any  other  control  by,  the  Secretary 
of  Agriculture. 


Amend  the  title  so  as  to  read: 


A  bill  to  modify  Reorganization  Plan  No.  II  of  1939  and  Reorganization  Plan 
No.  2  of  1953. 


PURPOSE 


The  purpose  of  S.  144  is  to  restore  to  the  Administrator  of  the  Rural 
Electrification  Administration  the  statutory  authority  for  the  granting 
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of  rural  electrification  loans  vested  in  him  by  the  Rural  Electrification 
Act  of  1936  (Public  Law  605,  74th  Cong.). 

This  authority  was  transferred  to  the  Secretary  of  Agriculture  by 
Reorganization  Plan  No.  2  of  1953,  which  transferred  all  functions  of 
all  officers,  employees,  and  agencies  of  the  Department  of  Agriculture, 
with  certain  exceptions  therein  noted,  to  the  Secretary  of  Agriculture. 
(See  Reorganization  Plan  No.  2  of  1953,  app.  I.) 

In  addition,  Reorganization  Plan  No.  II  of  1939,  which  originally 
transferred  the  Rural  Electrification  Administration  to  the  Depart¬ 
ment  of  Agriculture  provided  that  it  should  be  administered  by  the 
Administrator  under  the  “general  direction  and  supervision”  of  the 
Secretary  of  Agriculture.  The  courts  have  held  that  this  authority 
includes  the  power  of  approving  or  rejecting  REA  loans. 

Section  5  of  Plan  No.  II  of  1939  reads: 

Sec.  5.  Department  of  Agriculture:  Rural  Electri¬ 
fication  Administration  Transferred. — The  Rural  Elec-  / 
trific.ation  Administration  and  its  functions  and  activ¬ 
ities  are  hereby  transferred  to  the  Department  of  Agri¬ 
culture  and  shall  be  administered  in  that  Department  by  the 
Administrator  of  the  Rural  Electrification  Administration 
under  the  general  direction  and  supervision  of  the  Secretary 
of  Agriculture. 

S.  144,  as  amended,  would  make  the  authority  vested  in  the  Secre¬ 
tary  of  Agriculture  by  these  reorganization  plans  over  the  operations 
of  the  Rural  Electrification  Administration  inapplicable  with  respect 
to  the  approval  or  denial  of  REA  loans,  which  authority  would  be 
vested  directly  in  the  REA  Administrator. 

The  bill,  however,  would  not  transfer  the  Rural  Electrification 
Administration  from  the  Department  of  Agriculture  where  it  would 
continue  to  be  administered  under  the  general  direction  of  the  Secre¬ 
tary  of  Agriculture,  along  with  other  agricultural  credit  agencies,  as  at 
present. 

FINDINGS 

The  Committee  on  Government  Operations  recommends  the  enact¬ 
ment  of  S.  144,  after  extensive  examination  of  the  operations  of  the  ( 
Rural  Electrification  Administration  since  its  establishment  in  1936.  s 
In  taking  this  action  the  committee  bases  its  recommendation  on  the 
following  factors: 

(1)  It  was  clearly  the  intent  of  the  Congress  when  it  established 
the  Rural  Electrification  Administration  that  all  of  its  powers  should 
be  exercised  by  the  REA  Administrator.  Section  1  of  Public  Law 
605,  74th  Congress,  as  originally  enacted,  reads: 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assem  bled,  That  there 
is  hereby  created  and  established  an  agency  of  the  United 
States  to  be  known  as  the  “Rural  Electrification  Adminis¬ 
tration”,  all  of  the  powers  of  which  shall  be  exercised  by  an 
Administrator  *  *  *. 

(2)  It  is  also  clear  it  was  the  intent  of  the  Congress  that  the  au¬ 
thority  to  grant  rural  electrification  loans  should  be  lodged  directly 
in  the  REA  Administrator,  subject  to  the  terms  of  the  Rural  Elec- 
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trification  Act.  Section  2  of  Public  Law  605,  74th  Congress,  specifi¬ 
cally  authorized,  the  REA  Administrator  to  make  loans,  as  follows: 

The  Administrator  is  authorized  and  empowered  to  make 
loans  in  the  several  States  and  Territories  of  the  United 
States  for  rural  electrification  and  the  furnishing  of  electric 
energy  to  persons  in  rural  areas  who  are  not  receiving  cen¬ 
tral  station  service,  as  hereinafter  provided  *  *  *. 

(3)  It  is  also  clear  that  it  was  the  intent  of  the  Congress  that  the 
Rural  Electrification  Administration  should  be  administered  on  a  non¬ 
political  or  nonpartisan  basis.  Section  9  of  Public  Law  605,  74th 
Congress,  reads: 

This  Act  shall  be  administered  entirely  on  a  nonpartisan 
basis,  and  in  the  appointment  of  officials,  the  selection  of  em¬ 
ployees,  and  in  the  promotion  of  any  such  officials  or  em¬ 
ployees,  no  political  test  or  qualification  shall  be  permitted 
or  given  consideration,  but  all  such  appointments  and  promo¬ 
tions  shall  be  given  and  made  on  the  basis  of  merit  and 
efficiency. 

(4)  As  noted  above,  Reorganization  Plan  No.  2  of  1953  transferred 
all  functions  of  the  Rural  Electrification  Administration,  including 
the  REA  Administrator’s  authority  to  grant  loans,  to  the  Secretary 
of  Agriculture. 

Although  the  present  Secretary  of  Agriculture  has  delegated  the 
performance  of  these  functions  to  the  present  REA  Administrator,  it 
is  the  committee’s  finding  that  the  vesting  of  the  Rural  Electrifica¬ 
tion  Administrator’s  powers  in  the  Secretary  of  Agriculture  conflicts 
directly  with  longstanding  congressional  intent  expressed  in  the  basic 
Rural  Electrification  Act. 

It  is,  therefore,  the  committee’s  conclusion  that,  in  the  best  interests 
of  the  rural  electrification  program,  the  powers  specifically  granted  the 
REA  Administrator  by  Public  Law  605  of  the  74th  Congress  relating 
to  the  granting  of  rural  electrification  loans  should  be  restored. 

THE  REA  UNDER  REORGANIZATION  PLAN  NO.  2  OF  1953 

Plan  No.  2  of  1953  became  effective  July  1,  1953.  On  that  date  all 
functions  of  the  REA  Administrator  and/or  the  Rural  Electrification 
Administration  were  transferred  to  the  Secretary  of  Agriculture. 

On  January  2,  1954,  Secretary  of  Agriculture  Benson,  in  an  admin¬ 
istrative  order  (Federal  Register,  Jan.  6,  1954,  19  F.R.  74),  formally 
assigned  the  rural  electrification  program  and  the  rural  telephone 
program  to  the  Rural  Electrification  Administration,  thus  delegating 
the  functions  vested  in  him  by  Plan  No.  2  of  1953  to  the  REA  Admin¬ 
istrator  for  performance  on  his  behalf. 

By  previous  administrative  action,  Secretary  Benson,  on  January 
21,  1953,  had  realined  the  various  operating  agencies  within  the 
Department  of  Agriculture  into  major  groups.  REA,  along  with  the 
Farmers  Home  Administration  and  the  Farm  Credit  Administration, 
was  placed  in  the  “Agri cultural  Credit  Group”  to  report  to  the 
Secretary  of  Agriculture  through  the  Director  of  Agricultural  Credit. 

Review  of  the  above  actions  taken  by  the  Secretary  of  Agriculture 
reveals  there  has  been  no  reorganization  of  the  Rural  Electrification 
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Administration,  per  se,  except  for  its  inclusion  within  Agricultural 
Credit  Services  Group  for  supervision  by  its  Director. 

However,  early  in  June  of  1957,  4  years  after  Plan  No.  2  of  1953 
became  effective,  REA  Administrator  David  A.  Hamil  was  directed 
to  submit  to  Kenneth  L.  Scott,  Director  of  .Agricultural  Credit 
Services,  all  REA  loan  applications  in  excess  of  $500,000  before 
granting  them.  Shortly  thereafter  he  was  directed  to  submit  all  new 
loan  applications  regardless  of  the  amount  to  Mr.  Scott’s  office  for 
review,  but  this  was  subsequently  changed  to  apply  to  loans  in  excess 
of  $1  million  only. 

COMMITTEE  HEARINGS 

As  a  result  of  this  change  in  the  procedure  for  approving  loans, 
extensive  hearings  were  held  by  the  Subcommittee  on  Reorganization 
of  the  Committee  on  Government  Operations  during  the  85th  Congress 
on  S.  2990,  a  bill  identical  to  S.  144,  as  it  relates  to  Reorganization! 
Plan  No.  2  of  1953.  ' 

The  hearings  were  held  following  widespread  concern  among  rural 
electric  cooperative  associations  over  the  aforementioned  change  in 
the  handling  of  REA  loans.  Some  75  to  100  representatives  of  these 
associations  from  a  dozen  different  States  attended  the  subcommittee 
hearings.  Twenty  either  testified  or  submitted  statements  to  the 
subcommittee  strongly  opposing  the  new  procedure  relating  to  the 
approval  of  REA  loans.  They  all  highly  commended  REA  Admin¬ 
istrator  David  A.  Hamil,  but  expressed  apprehension  as  to  the  future 
of  the  REA  program  under  the  existing  loan  review  policy.  With¬ 
out  exception,  they  recommended  restoration  of  the  REA  Administra¬ 
tor’s  independent  authority  over  the  approval  of  loans. 

When  the  Secretary  of  Agriculture  appeared  before  the  subcom¬ 
mittee  on  June  5,  1958,  he  commented  upon  the  newly  established 
procedure  for  reviewing  loans,  as  follows: 

1  have  asked  Mr.  Hamil  to  refer  to  the  Director  of  Agri¬ 
cultural  Credit  Services,  for  his  information  and  for  possible 
discussion,  contemplated  loans  exceeding  a  half  million  dollars 
and  loans  to  new  borrowers. 

This  request  in  no  way  curtailed  the  Administrator’s  au-  | 
thoritv  for  final  approval  of  loans.  Administrator  Hamil 
says  that  this  has  not  interfered  with  his  authority  to  make 
loans. 

Mr.  Scott,  as  Director  of  Agricultural  Credit  Services  and 
as  a  member  of  my  staff,  is  in  a  position  to  Erovide  valuable 
assistance  to  the  Administrator  and  to  REA  and  to  furnish 
coordination  with  the  other  agricultural  activities  of  the 
Government. 

The  need  for  such  coordination  was  a  basic  reason  for  the 
Reorganization  Plan  No.  2  of  1939,  as  stated  in  President 
Roosevelt’s  message  submitting  that  plan  to  the  Congress. 

As  to  whether  Mr.  Scott  has  authority  to  reject  REA  loans  after 
they  have  been  forwarded  by  the  REA  Administrator  to  his  office  for 
review,  the  Secretary  stated: 

I  think  there  is  no  question  but  what  since  1939,  when 
President  Roosevelt’s  Reorganization  Plan  No.  2  was  ap¬ 
proved  that  the  Secretary  has  the  authority  to  refuse  loans, 
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to  turn  them  down.  I  have  not  given  such  authority  to  Mr. 
Scott.  I  assume  I  could  delegate  that  authority  if  I  wished. 

Mr.  Scott  testified  subsequently  that,  although  he  does  not  have 
the  authority  to  reject  a  loan,  he  has  on  occasions  suggested  a  certain 
“course  of  action”  to  the  REA  Administrator  in  the  handling  of  loans. 
He  testified  further  that  if  he  disagreed  on  a  matter  of  major  policy 
with  the  REA  Administrator  he  would  suggest  that  they  take  the 
matter  up  with  the  Secretary,  stating: 

Well,  if  I  felt  strongly  enough  that  the  REA  should  not 
make  a  loan,  I  certainly  would  tell  Dave  (Hamil)  that  he 
should  not  make  that  loan  until  he  discussed  it  with  the 
Secretary. 

Air.  Scott  further  clarified  his  position  in  the  chain  of  command 
within  the  Department  of  Agriculture  with  relation  to  approval  of 
REA  loans  in  testimony  before  the  House  Committee  on  Government 
Operations  on  June  13,  on  H.R.  11762,  a  companion  bill  to  S.  2990, 
when,  in  a  colloquy  with  Committee  Counsel  James  Lanigan,  he 
testified  as  follows: 

Mr.  Lanigan.  Why  were  you  to  review  them  (loans) 
before? 

Mr.  Scott.  Well,  if  you  are  going  to  have  any  influence 
on  policies  on  a  loan,  certainly  the  time  to  discuss  it  is  before 
the  loan  is  made. 

Mr.  Lanigan.  Then  you  were  a  means  of  the  Secretary 
exerting  influence  on  the  making  or  not  making  of  the  loan 
through  some  policy  that  he  has. 

Mr.  Scott.  Well,  here  is  the  Secretary,  as  I  understand  the 
situation,  with  some  very  real  responsibility  over  this  agency. 
Now,  if  we  are  going  to  have  any  influence  on  loan  actions, 
certainly  as  a  credit  man  I  want  to  be  there  before  the  final 
decision  is  made.  The  record  shows,  and  I  am  delighted 
that  that  has  been  the  thinking  of  both  of  the  Administrators 
that  have  been  there,  and  myself  since  I  have  been  in  this 
position,  the  record  shows  that  they  have  made  the  loans 
on  the  basis  that  were  submitted  to  them  by  then’  staff 
people,  but  I  certainly  think  that  if  we  are  going  to  review 
loans  in  any  serious  capacity,  we  ought  to  clo  it  before  the 
check  is  drawn. 

Air.  Lanigan.  You  indicated  that  so  far  Air.  Hamil  has 
made  every  loan  that  you  have  reviewed.  Now,  have  you 
found  a  situation  in  which  he  had  proposed  to  make  a  loan 
which  you  thought  was  wrong  from  a  policy  standpoint,  or 
the  Secretary’s  policy,  not  the  technicalities  of  the  law,  will 
you  call  that  to  the  Secretary’s  attention  for  his  action  before 
Air.  Hamil  acted  on  the  loan? 

Air.  Scott.  Well,  yes,  indeed.  If  that  should  ever  happen,, 
a  loan  that  I  felt  very  strongly  should  not  be  made,  that  Air. 
Hamil  and  I  couldn’t  agree  on  the  matter,  we  would  go  up 
and  talk  to  the  Secretary  about  it. 

Air.  Lanigan.  As  was  mentioned  the  other  day,  and  no 
sense  of  derogation,  you  are  the  Secretary’s  watchdog  in  this 
matter. 

Air.  Scott.  Well,  that  would  be  a  way  of  describing  it. 
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CONCLUSIONS 

From  the  foregoing  it  is  evident  that  Mr.  Scott  reviews  REA  loan 
applications  for  the  Secretary  of  Agriculture  before  they  are  granted. 
Secondly,  it  is  obvious  that  if  Mr.  Scott  were  strongly  opposed  to  the 
granting  of  an  REA  loan  by  the  REA  Administrator  the  matter  would 
be  taken  to  the  Secretary  of  Agriculture  for  decision.  Thirdly,  there  is 
no  question  that  the  Secretary  has  the  authority  to  reject  or  dis¬ 
approve  an  REA  loan. 

The  inescapable  conclusion  is  that  the  final  decision  on  approval  of 
an  REA  loan  on  which  disagreement  existed  within  the  Department  of 
Agriculture  would  not  be  made  by  REA  Administrator  David  A. 
Hamil  but,  following  review  of  the  matter  by  Air.  Scott,  by  the  Secre¬ 
tary  of  Agriculture.  Whether  Mr.  Scott’s  view  or  Air.  Hamil’s 
would  prevail  is  an  unanswerable  question. 

This,  in  the  opinion  of  the  majority  of  the  committee  is  a  basic  de¬ 
parture  from  the  congressional  intent  of  the  Rural  Electrification  Act  | 
of  1936 — that  a  totally  independent  REA  Administrator,  completely 
removed  from  outside  pressures,  have  absolute  authority  over  the 
granting  of  REA  loans. 

In  conclusion,  therefore,  but  with  no  reflection  whatsoever  upon 
the  Secretary  of  Agriculture,  it  is  the  view  of  the  majority  of  the 
committee  that  the  REA  Administrator’s  authority  for  the  granting 
of  loans  as  established  by  the  Rural  Electrification  Act  be  restored, 
as  provided  by  S.  144,  as  amended. 


INDIVIDUAL  VIEWS  OF  SENATOR  HOMER  E.  CAPEHART 


I  strongly  dissent  from  the  action  of  the  majority  in  reporting 
favorably  S.  144. 

S.  144,  AS  REPORTED  BY  THE  MAJORITY,  IS  RADICALLY  AND 
DANGEROUSLY  DIFFERENT  FROM  S.  144,  AS  INTRODUCED 

S.  144,  as  originally  introduced,  was  substantially  the  same  as 
S.  2990,  85th  Congress.  Like  S.  2990,  it  made  Reorganization  Plan 
No.  2  of  1953  inapplicable  to  REA  and  retransferred  to  the  REA 
Administrator  all  functions  which  were  transferred  to  the  Secretary 
of  Agriculture  by  that  plan.  It  further  provided  that,  notwithstand¬ 
ing  the  provisions  of  section  5,  Reorganization  Plan  No.  2  of  1939  or 
of  any  other  law,  any  action  of  the  REA  Administrator  with  respect 
to  the  approval  or  denial  of  loans  shall  be  his  sole  responsibility. 

As  ordered  reported  by  the  majority,  substitute  S.  144  bears  little 
resemblance  to  either  S.  2990  or  S.  144.  In  its  present  form,  it  is 
ambiguous,  unworkable,  and  inconsistent  with  sound  principles  of 
Government  administration.  In  addition  to  these  defects,  it  threatens 
to  disrupt  the  continued  operation  of  the  agency. 

The  substitute  bill  would  retransfer  to  the  REA  Administrator  the 
REA  functions  and  activities  which  were  transferred  to  the  Depart¬ 
ment  of  Agriculture  and  the  Secretary  of  Agriculture  by  Reorganiza¬ 
tion  Plans  Nos.  II  and  2  of  1939  and  1953.  These  functions  and 
activities  are  to  be  exercised  and  administered  within  the  Depart¬ 
ment  of  Agriculture  under  the  general  direction  and  supervision  of  the 
Secretary. 

Close  examination  of  these  provisions  discloses  that  they  attempt  to 
dereorganize  REA  out  from  under  both  the  1939  and  1953  plans  and 
then  to  bring  REA  functions  and  activities  back  into  the  Department 
of  Agriculture  to  be  exercised  and  administered  there  “under  the 
general  direction  and  supervision  of  the  Secretary  of  Agriculture,” 
with  one  important  exception  which  is  discussed  further  in  this  report. 

The  above  quote  is  the  same  as  the  language  of  section  5  of  Reorgan¬ 
ization  Plan  No.  II  of  1939.  But  that  plan  did  a  great  deal  more  than 
transferring  functions  and  activities.  Section  402  transferred  all 
records  and  property  and  personnel  used  in  the  administration  of 
agencies  and  functions  affected  by  the  plan  to  the  departments  to 
which  the  agencies  were  transferred.  Section  403  transferred  un¬ 
expended  balances  of  appropriations  or  other  funds  available  for  the 
use  of  such  agencies  in  the  exercise  of  their  functions  to  the  depart¬ 
ments  to  which  the  agencies  were  transferred.  And  section  404  vested 
in  the  heads  of  departments  all  functions  relating  to  personnel  which 
were  vested  by  law  in  any  officers  of  the  departments  other  than  the 
heads  thereof. 

Section  5  of  Reorganization  Plan  No.  2  of  1953  also  gave  the  Secre¬ 
tary  authority  to  make  transfers  of  records,  property,  personnel, 
appropriations,  allocations  and  other  funds  as  he  deems  necessary  to 
carry  out  the  plan. 
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The  majority  has  overlooked  these  important  provisions  of  both 
plans.  If  substitute  S.  144  is  enacted  as  reported,  the  Administrator 
of  REA  will  find  himself  repossessed  of  the  “functions  and  activities” 
of  the  Rural  Electrification  Administration  but  without  the  means 
wherewith  to  exercise  and  administer  them  whether  with  or  without 
the  general  direction  and  supervision  of  the  Secretary.  The  means — 
property,  records,  personnel  and  funds— remain  with  the  Secretary. 
But  he  cannot  exercise  and  administer  the  “functions  and  activities” 
because  S.  144  takes  them  away  from  him.  Nor  has  he  any  authority 
to  transfer  the  means  to  do  so  to  the  Administrator.  Under  the  bill, 
the  Administrator  has  the  horse  but  no  feed;  the  Secretary  has  the 
feed  but  no  horse. 

S.  144,  which  started  out  as  the  successor  of  a  bill  designed  to  save 
REA,  has  now  become  a  most  effective  bill  to  destroy  REA.  Sub¬ 
stitute  S.  144,  as  recommended  by  the  majority,  is  a.  “ripper  bill.” 

S.  144,  AS  REPORTED,  IS  AN  ADMINISTRATIVE  MONSTROSITY 

As  stated  above,  the  bill  purports  to  retransfer  to  the  REA  Adminis¬ 
trator  all  REA  functions  and  activities  to  be  exercised  and  adminis¬ 
tered  within  the  Department  of  Agriculture  under  the  general  direction 
and  supervision  of  the  Secretary  of  Agriculture  with  one  important 
exception. 

The  exception  is  that  the  exercise  by  the  Administrator  of  functions 
relating  to  the  approval  or  disapproval  of  loans  shall  not  be  subject 
to  the  supervision  or  direction  of  the  Secretary.  Disregarding  for 
present  purposes  the  important  question  whether  the  Administrator 
could  under  the  provisions  of  the  bill  make  or  deny  any  loans  at  all, 
the  majority  says  he  must  exercise  this  function  completely  inde¬ 
pendently  of  the  Secretary. 

This  provision  is  completely  inconsistent  with  the  administration 
of  REA  as  an  agency  within  and  a  part  of  the  Department  of  Agri¬ 
culture.  The  making  of  loans  is  the  most  fundamental  function  of 
REA.  If  this  function  is  to  be  entirely  independent  of  the  Secre¬ 
tary’s  direction,  supervision  and  control,  the  realities  of  the  situation 
dictate  nothing  short  of  reconstituting  REA  as  an  independent  agency. 

Interpreted  logically,  the  majority’s  bill  would  create  a  most  illogical 
mess.  It  would  give  the  Administrator  the  functions  and  the  activities 
of  REA;  leave  with  the  Secretary  the  means  wherewith  to  exercise 
and  administer  them;  repose  with  the  Secretary  the  authority  to 
supervise  and  direct  the  Administrator  in  conducting  the  functions 
and  activities  but  no  authority  to  give  the  Administrator  the  resources 
which  he  needs  to  function;  and  winds  up  by  telling  the  Secretary  he 
cannot  supervise  the  Administrator  in  the  most  fundamental  function, 
loanmaking.  The  fragmentation  of  authority  proposed  by  the 
majority  is  an  administrative  monstrosity. 

HEARINGS  ON  S.  144  ARE  NEEDED  BEFORE  LEGISLATIVE  ACTION  IS 

TAKEN 

S.  144  was  reported  out  of  committee  without  any  hearings  having 
been  held.  The  Department’s  March  4,  1959,  report  on  S.  144  was 
directed  at  a  bill  which  is  radically  different  from  that  which  has  been 
substituted  by  the  majority.  I  strongly  feel  that  it  would  be  a  sub¬ 
stantial  disservice  to  the  REA  program  to  enact  the  substitute  bill 
without  giving  all  parties  in  interest,  REA,  the  Department  of  Agri- 
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culture,  the  rural  electric  and  telephone  systems,  and  their  organiza¬ 
tions  an  opportunity  to  study  and  ponder  awhile  on  the  effect  of  its 
enactment.  It  is  no  answer  to  say  that  lengthy  hearings  were  held 
in  the  last  Congress  on  S.  2990,  a  bill  on  the  same  subject  matter. 
S.  2990  and  the  substitute  S.  144  have  very  little  resemblance  to  each 
other. 

NO  LEGISLATIVE  ACTION  IS  NEEDED 

If  the  committee’s  experience  at  the  June  1958  hearing  is  relied 
upon,  a  dispassionate  nonpartisan  review  of  the  300  pages  of  the 
printed  record  demonstrates  conclusively  that  there  is  no  need  for 
legislation  dealing  with  REA  vis-a-vis  its  position  in  and  relationship 
to  the  Department  and  Secretary  of  Agriculture. 

The  constantly  reiterated  theme  of  the  witnesses  supporting  the 
proposal  to  dereorganize  REA  back  to  its  post-1939  and  pre-1953 
status  was  that  congressional  action  was  needed  to  save  REA  from 
destruction  at  the  hands  of  the  Department  and  the  Secretary. 

The  single  act  constantly  referred  to  by  these  witnesses  was  an 
informal  arrangement  made  at  Secretary  Benson’s  suggestion  in  June 
1957  that  certain  loans  be  referred  to  the  Director  of  Agricultural 
Credit  Services  for  review  and  discussion.  Members  of  the  subcom¬ 
mittee  inquired  of  the  parade  of  witnesses  who  came  from  REA- 
financed  systems  as  to  the  extent  to  which  this  procedure  had  preju¬ 
diced  action  on  loan  applications  or  harmed  the  REA  programs. 
Several  were  asked  for  general  appraisals  of  the  present  administra¬ 
tion’s  conduct  of  the  programs.  Their  replies,  taken  verbatim  from 
the  printed  record,  speak  eloquently  for  themselves: 

Witness  F.  E.  Fair,  general  manager,  Eastern  Iowa  Light  &  Power 
Cooperative,  Wilton  Junction,  Iowa: 

Senator  Capehart.  I  think  your  statement  is  excellent 
and  I  just  have  one  question:  Have  you  had  any  lack  of 
cooperation  in  any  loans  refused  by  your  organization  on  the 
part  of  Mr.  Hamil,  or  Air.  Benson,  or  REA? 

Air.  Fair.  No,  sir. 

Senator  Capehart.  Do  you  know  of  any  instances  in  the 
State  of  Iowa  where  there  has  been  a  lack  of  cooperation  or 
withholding  of  loans  or  a  delay  in  the  granting  of  loans? 

Air.  Fair.  No,  sir  (p.  155). 

Witness  M.  T.  Potts,  manager  of  the  Sam  Houston  Electric  Co¬ 
operative,  Inc.,  Livingston,  Tex.: 

Senator  Lausche.  Mr.  Potts,  you  are  putting  this  request 
on  the  basis  that  philosophically  this  agency  ought  to  be 
autonomous  and  free  from  direction  of  any  of  the  incumbent 
political  officials;  is  that  correct? 

Air.  Potts.  That  is  correct.  I  would  say  that  we  have 
been  very  well  satisfied  with  the  administration  of  REA 
through  the  various  administrations. 

Senator  Lausche.  And,  even  now,  you  are  highly  satisfied 
with  the  services  which  you  are  getting? 

Air.  Potts.  That  is  correct,  sir  (p.  163). 

Witness  Truman  Green,  Central  Electric  Power  Cooperative,  Jeffer¬ 
son  City,  Mo.: 

Senator  Curtis.  *  *  *  However,  your  complaint  is  not 
directed  at  REA - 
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Mr.  Green.  Not  all.  We  are  perfectly  satisfied  with  the 
operation  of  REA  today  (p.  195). 

Witness  H.  W.  Eaton,  manager,  Morgan  County  Rural  Electric 
Membership  Corp.,  Morgan  County,  Ind.: 

Senator  Capehart.  *  *  *  Have  you  any  recent  com¬ 
plaints  about  any  loans  or  lack  of  loans  in  your  organization? 

Mr.  Eaton.  We  have  no  loans  pending.  We  have  not 
had  any  for  several  years.  We  have  had  the  best  of  relation¬ 
ships  with  REA.  We  are  receiving  the  best  of  service,  but 
we  would  like  to  be  assured  and  I  might  say  that  that  was  a 
topic  of  long  discussion  at  our  last  statewide  board  of  direc¬ 
tors  meeting,  that  we  continue  to  be  served  that  type  of - 

Senator  Capehart.  Do  you  have  any  specific  interest  or 
reason  to  believe  that  anvbody  is  conniving  to  eliminate 
REA? 

Mr.  Eaton.  No,  sir.  We  would  like  to  keep  it  that  way 
(pp.  203-204). 

Witness  S.  A.  Forseth,  manager,  Williams  Electric  Cooperative, 
Inc.,  Williston,  N.  Dak.: 

Senator  Capehart.  *  *  *  Do  you  have  any  specific 
knowledge  of  any  loans  that  the  REA  over  the  last  number 
of  years  has  turned  down  or  failed  to  make  within  a  reason¬ 
able  length  of  time?  Or  any  injury  that  they  have  done  to 
REA  through  virtue  of  refusing  to  do  something? 

Mr.  Forseth.  Williams  Electric  has  had  no  loan  pending 
for  many  years  until  just  within  the  past  couple  of  months, 
when  we  have  had  one,  and  that,  of  course,  we  don’t  expect 
to  have  action  on  yet. 

Senator  Capehart.  Do  you  know  of  any  other  co-op  in 
your  State  that  has  had  a  loan  turned  down  or  an  unusual 
delay? 

Mr.  Forseth.  No;  I  do  not  (p.  224). 

Witness  Robert  B.  Awbrey,  manager,  Marlboro  Electric  Coopera¬ 
tive,  Inc.,  Bennettsville,  S.C. : 

Senator  Capehart.  You  just  said  a  minute  ago  as  far  as 
you  know  the  administration  has  been  excellent  up  to  this 
time  and  there  has  been  no  interference. 

Mr.  Awbrey.  Senator,  I  haven’t  argued  against  the  ad¬ 
ministration.  I  believe  that  you  have  in  Mr.  Hamil  one  of 
the  finest  men  I  ever  knew.  I  will  tell  you  this.  His  politi¬ 
cal  religion  and  mine  are  different,  but  I  will  support  him,  I 
will  tell  you  that.  I  believe  in  him.  I  think  he  is  a  fine 
man  (p.  250). 

Witness  Henry  T.  Swenson,  president,  Burke-Divide  Electric  Co¬ 
operative,  Inc.: 

Senator  Curtis.  We  are  very  glad  to  have  you  here  and  I 
would  like  to  ask  you,  is  the  REA  doing  a  good  job? 

Mr.  Swenson.  Yes;  it  has  been,  so  far  as  I  know. 

Senator  Curtis.  And  the  applications  are  being  granted 
and  treated  all  right? 

Mr.  Swenson.  I  might  state  this,  that  in  most  cases,  as  to 
the  applications  in  our  area,  there  have  not  been  many  addi¬ 
tional  applications. 
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Senator  Curtis.  Those  have  been  filed  and  treated  all 
right? 

Mr.  Swenson.  So  far  as  I  know  they  have. 

Senator  Curtis.  The  other  affairs  have  been  handled  all 
right? 

Mr.  Swenson.  Certainly  as  far  as  I  know.  I  don’t  know 
everything,  but  so  far  as  I  know  they  have  (p.  275). 

These  statements,  taken  together  with  the  assurances  by  Secretary 
Benson,  Agricultural  Credit  Services  Director  Scott,  REA  Adminis¬ 
trator  Hainil  that  final  decisions  on  loans  are  made  by  the  Adminis¬ 
trator,  demonstrate  conclusively  that  the  proposed  legislation  is  not 
needed  to  remedy  any  claimed  abuses  in  the  administration  of  REA. 
There  was  no  testimony  offered  that  a  single  loan  which  was  ready  for 
administrative  approval  and  which  met  the  conditions  of  the  Rural 
Electrification  Act  had  been  denied.  The  table  appearing  on  pages 
280-283  of  the  printed  record,  requested  by  the  committee  and 
furnished  by  REA,  listing  each  loan  referred  to  Mr.  Scott,  shows 
that  the  referrals  caused  no  delay  of  any  consequence  in  the  loan 
process.  There  is  no  justification  whatever,  in  terms  of  past  ex¬ 
perience,  for  enactment  of  the  bill. 

Some  of  the  witnesses  expressed  fears  for  the  future — fears  that 
domination  by  the  Secretary  of  Agriculture,  any  Secretary,  threatens 
the  REA  program.  This  is  indeed  a  nebulous  basis  for  legislation. 
In  the  absence  of  something  more  concrete,  there  is  no  ground  for 
attempting  to  forestall  by  legislation — of  doubtful  effect — future 
events  which  may  never  transpire. 

The  REA  record  under  the  Eisenhower-Benson  administration  ade¬ 
quately  rebuts  any  argument  for  changing  the  present  statutory 
arrangement.  I  quote  that  record  as  set  forth  at  page  25  of  the 
minority  report  appended  to  House  Report  No.  235  on  the  companion 
bill  to  S.  144  in  the  other  House: 

REA  record— 6  calendar  years  of  the  Eisenhower-Benson  administration  compared 

with  preceding  18  years 


[Dollars  in  millions] 


6  years  1953 
through  1958 

18  years  1935 
to  1953 

Total  1935 
through  1958 

A.  Electrification: 

$1, 545 

$2, 954 

$4, 499 

$1,  227 

$2, 619 

$3, 846 

(c)  Loans  for  generation  and  transmission  facilities: 2 

$400 

$469 

$869 

32  6 

17.9 

22.6 

$1.  098 

$2, 157 

$3.  255 

$351 

$161 

$512 

if)  Payments  by  borrowers: 

$384 

$202 

$586 

$210 

$140 

$350 

Increase  in  balance  of  payments  ahead  of 

$87 

$52 

$139 

(g)  Number  of  delinquent  borrowers: 

45 

0 

6 

45 

(A)  Amount  of  payments  in  arrears: 

$0.  7 

0 

$0.1 

$0.7 

1  Fiscal  years  1954-59,  1935-53,  and  1935  to  1959.  In  fiscal  1957,  when  an  upsurge  of  loan  applications  de¬ 

veloped  unexpectedly,  REA  asked  for  $200  million  in  supplement  funds.  The  Department  of  Agriculture, 
the  Bureau  of  the  Budget,  the  Congress,  and  the  President  of  the  United  States  all  acted  promptly  to  grant 
this  requested  additional  lending  authority.  . 

2  This  is  a  loan  purpose  for  which  concern  for  the  future  was  expressed  by  witnesses  supporting  the  pro¬ 
posal. 
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Administrator  Hamil  furnished  the  committee  with  additional 
statistics  demonstrating  the  remarkable  progress  of  REA  and  REA- 
financed  systems,  both  electric  and  telephone,  during  the  calendar 
years  1953  through  1958.  The  outlook  for  the  foreseeable  future  is 
excellent.  The  programs  are  in  good  hands.  What  plausible  reason 
is  there  for  anyone  to  fear  for  the  future  at  the  hands  of  a  Secretary 
whose  Department’s  views  to  the  committee  were  prefaced  with  these 
words? 

The  Department  is  fully  aware  and  very  proud  of  REA’s 
record  of  accomplishment  and  success,  and  of  the  unanimity 
of  support  and  praise  it  has  received  from  farmers  and  rural 
people,  from  farm  organizations,  and  from  legislators  on  both 
sides  of  the  aisle  here  in  Washington  and  in  State  capitols 
across  the  land.  The  Department  has  played  its  part  in 
making  that  record.  It  regards  very  highly  its  20  years  of 
participation  in  these  programs  and  looks  forward  to  con¬ 
tinuing  its  contribution  in  meeting  the  challenge  of  the 
future. 

There  is  none.  If  and  when  a  situation  arises  which  warrants  con¬ 
gressional  action,  appropriate  action  to  meet  then  existing  conditions 
and  circumstances  can  be  swiftly  and  effectively  taken. 

CONCLUSION 

Substitute  S.  144  is  in  effect  an  attempt  to  reestablish  REA  as  an 
independent  agency  which  will  continue  to  be  dependent  in  many  re¬ 
spects  upon  the  Department  of  Agriculture.  It  would  place  the  Ad¬ 
ministrator  on  a  pinnacle  responsible — in  the  most  important  aspect 
of  the  program,  loan  approval — to  no  one  other  than  possibly  the 
President  and  the  Congress  who  have  other  preoccupations  which  are 
sometimes  more  pressing  and  preemptive  of  their  time  and  attention. 

If  the  majority  would  face  up  to  the  realities  of  the  situation,  it 
would  realize  that  its  objective,  so  far  as  it  can  be  identified,  is 
realizable  only  by  completely  divorcing  REA  from  the  Department  of 
Agriculture.  There  are  bills  pending  in  the  Congress  which  would  do 
just  that.  If  the  Congress  detertnines  that  REA’s  present  situation 
needs  to  be  changed,  enactment  of  one  of  these  bills  would  appear  to 
be  far  more  logical  than  establishing  the  schizophrenic  impotent 
anomaly  that  substitutes  S.  144  would  create. 

I  feel  that  with  all  the  unnecessary  clamor  and  unsubstantiated 
claims  that  have  been  flying  around,  a  cooling-off  period  is  indicated. 
We  recommend  that  S.  144  be  returned  to  committee  for  careful, 
thoughtful  study. 

Homer  E.  Capehart. 
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IN  THE  SENATE  OE  THE  UNITED  STATES 

January  9  (legislative  day,  January  8),  1959 

Mr.  Humphrey  (for  himself,  Mr.  Mansfield,  Mr.  Hennings,  Mr.  Magnuson, 
Mr.  Yarborough,  Mr.  Johnston  of  South  Carolina,  Mr.  Hill,  Mr.  Langer, 
Mr.  Murray,  Mr.  Hartke,  Mr.  Jackson,  Mr.  Kerr,  Mr.  Proxmire,  Mr. 
Morse,  Mr.  Kefauver,  Mr.  Thurmond,  Mr.  Jordan,  Mr.  Kennedy, 
Mr.  Fulbrigiit,  Mr.  Young  of  North  Dakota,  Mr.  Sparkman,  Mr.  Carroll, 
Mr.  O’Mahoney,  Mr.  Monroney,  and  Mr.  McCarthy)  introduced  the 
following  bill;  which  was  read  twice  and  referred  to  the  Committee  on 
Government  Operations 

March  24, 1959 

Reported  by  Mr.  Humphrey,  with  amendments 
[Strike  out  all  after  the  enacting  clause  and  insert  the  part  printed  in  italic] 


A  BILL 

To  amend  Reorganization  Plan  Numbered  2  of  1953. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  section  T  of  Reorganization  Plan  Numbered  S  of  f-95b 

4  shall  not  hereafter  apply  to  the  Rural  Electrification  Admin- 

5  istratioip  and  there  are  hereby  transferred  to  the  Adminis- 

6  trator  of  the  Rural  Eloctrifieation  Administration  all  fune- 

7  tions  which  were  transferred  from  the  Administrator  to  the 

8  Secretary  of  Agriculture  by  sueh  reorganization  pbm-j  and 

9  notwithstanding  the  provisions  of  seetion  §  of  Reorganization 
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Pb®  Numbered  2  el  403%  er  the  provisiens  el  any  ether 
lawj  any  action  el  the  Administrates  el  the  Rural  Elcctrifiea-- 
tien  Administration  with  respect  te  the  approval  or  denial 
el  loans  authorized  te  be  made  under  the  provisions  el  the 
Rural  Electrification  Aet  el  4 93%  as  amended,  shall  be  the 
sele  responsibility  el  the  Administrates 
That  the  functions  and  activities  of  the  Rural  Electrification 
Administration  and  the  Administrator  of  the  Rural  Electri¬ 
fication  Administration  which  were  transferred  to  the  Depart¬ 
ment  of  Agriculture  and  to  the  Secretary  of  Agriculture  by 
Reorganization  Plan  No.  11  of  1939  and  Reorganization 
Plan  No.  2  of  1953  are  hereby  transferred  to  the  Adminis¬ 
trator  of  the  Rural  Electrification  Administration,  and,  shall 
be  exercised  and  administered  within  the  Department  of 
Agriculture  by  such  Administrator  under  the  general  direc¬ 
tion  and  supervision  of  the  Secretary  of  Agriculture;  except 
that  insofar  as  such  functions  relate  to  the  approval  or  dis¬ 
approval  of  loans  authorized  to  be  made  under  the  Rural 
Electrification  Act  of  1936,  as  amended,  their  exercise  by 
the  Administrator  shall  not  be  subject  to  the  supervision  or 
direction  of,  or  to  any  other  control  by,  the  Secretary  of 
Agriculture. 

Amend  the  title  so  as  to  read:  “A  bill  to  modify  Re¬ 
organization  Plan  No.  II  of  1939  and  Reorganization  Plan 
No.  2  of  1953.” 
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GHLIGHTS :  Senate  parsed  bill  to  increase  special  milk  program.  House  committee 
ordered  reported  bill's  to  increase  durum  wheat  allotments.  \Rep.  Cooley  criticized 
administration's  farm  policies.  Sen.  Keating  inserted  the  Secretary 's  Cornell 
speech.  Sen.  Muip^ay  introduced  and  discussed  bill  to  extend  Federal  programs  in 
Alaska. 
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Transportation . 
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Veterans’  benefits., 
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Warehouse  receipts., 
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REA . 

Weather  control.,.., 

, ... .33 

Reclamation. ........ 

\Wheat  allotments.... 

1.  WHEAT/ ALLOTMENTS ,  The  Wheat  Subcommittee  of  the  Agriculture  Committed  ordered 
reported  with  amendment  to  the  full  committee:  H.  R.  5443,  providing  sor  the 
pointment  by  the  Secretary  of  a  committee  to  study  and  recommend  increases 
in  durum  wheat  allotments;  and  H.  R.  3436,  to  increase  the  durum  wheat  acreage 
allotments  in  North  Dakota,  Minnesota,  Montana,  South  Dakota,  and  Californian 
p.  D210 


2.  ELECTRIFICATION .  H.  R.  1321,  as  reported  by  the  House  Government  Operations 

Committee  on  Mar.  20  (see  Digest  46) ,  provides  that  the  functions  and  activities 
of  REA  and  of  the  Administrator  of  REA  which  were  transferred  to  the  Department 
and  to  the  Secretary  by  Reorganization  Plan  No.  II  of  1939  and  Reorganization 
Plan  No.  2  of  1953  shall  be  transferred  to  the  Administrator  of  REA,  to  be  ex¬ 
ercised  and  administered  within  the  Department  by  the  Administrator  under  the 
general  direction  and  supervision  of  the  Secretary,  except  that  insofar  as  such 


2 


functions  relate  to  the  approval  or  disapproval  of  leans  authorized  to  be  made 
under  the  Rural  Electrification  Act  of  1936,  as  amended,  their  exercise  by  the 
Administrator  shall  not  be  subject  to  the  supervision  or  direction  of,  or  to 
any  other  control  by,  the  Secretary, _ _ _ _ 


3\  AGRICULTURE  COMMITTEE*  Agreed  to  H.  Res.  216,  to  amend  H.  Res.  93,  so  as  to 

authorize  the  Agriculture  Committee  to  investigate  matters  outside  the  conti-  y 

\  _  -  -  •  .  .  _ _ _ _ _ 3  Aitf  omonf*  H  KPS  - 


Cental  United  States.  The  Rules  Committee  reported  without  amendment  H, 
2r6  earlier  in  the  day  (H.  Rept,  253).  pp*  4711,  4743 


4.  FAIR  ffcADE,  Rep.  Alger  stated  that  "fair  trade,  as  presently  conceived,  wp6ld 
destro^Kf ree  enterprise,  is  unconst itutiocia)., and  would  certainly  violate^tate 
law."  p\4711 


5.  EMPLOYMENT.  NRep.  Hechler  urged  enactment  of  area  redevelopment  legislation  to 
help  alleviath  unemployment.  p.  4731 


6.  FORESTRY.  Rep.  SWgers  urged  wise  use  of  our  forest  resources/and  development 
of  a  ferest  road  system  to  allow  access  to  forest  areas  for  the  purpose  o  re 

moving  good  wood  ami  planting  new  trees,  pp.  4736-7  / 

Rep.  Abbitt  urged\nactment  of  his  bill  to  provide  for/payments  to  Stat 

for  the  benefit  of  loc&l  governments  based  on  the#  P*°c^ds  of  timber  sales 
located  on  military  and\aval  reservations,  pp. 


473S-J 


7.  RURAL  DEVELOPMENT.  Rep.  Nathher  praised  the  rural  development  program  as  the 
soundest  approach  yet  devise\to  gaining  long-rat yi&  economic  development  and 
growth  in  our  rural  towns  and  communities."  PPX  4739-40 


8.  PUERTO  RICO.  Resident  Commissione\Fernos-Is^rn  of  Puerto  Rico  urged  re¬ 
examination  of  the  Federal  Relatiot^Act  ^dneerning  the  application  of  Federal 
laws  to  Puerto  Rico.  pp.  4732-4 


9.  FLOOD  CONTROL.  Rep.  Levering  criticiz/d  'the  Administration  for  trying  "to 

pressure  us  on  the  Hill  to  appropriate  huge  sums  for  foreign  aid,  but  when  it 
comes  to  some  little  projects  out  yin  my  district  (flood  control  aid)  ,  the 
answer  in  a  nutshell,  is  'Thumbs/down. '"  pp/\4740-l 


10.  FOREIGN  CURRENCIES.  Received  /rom  the  House  Administration  Committee  a  report 
showing, vthe  Armed  Services  ^mmittee's  use  of  for^gn  currencies  for  calendar 
year  1958.  p.  4742 


11.  LIVESTOCK,  Received  frefa  the  Texas  State  Legislature  a\meroorial  requesting  a 

continuation  of  brand^inspections  by  the  Texas  and  Southwestern  Cattle  Raisers 
Association,  p.  47.44 


12.  ADJOURNMENT.  Agreed  to  H»  Con.  Res.  110,  providing  that  whenNthe  two  Houses 
adjourn  on  Thursday,  Mar.  26,  1959,  they  stand  adjourned  until\l2  o'clock 
Tuesday,  April  7,  1959.  p.  4724 


SENATE 


13.  MILK.  Passed  without  amendment  H.  R.  5247,  to  increase  by  $3,000,000  au¬ 
thorized  maximum  expenditure  for  the  fiscal  year  1959  under  the  specialXjnilk 
program,  p.  4695 

14.  UNEMPLOYMENT  COMPENSATION.  Both  Houses  agreed  to  the  conference  report  on  H\R. 
5640,  to  extend  the  temporary  unemployment  compensation  program  (H.  Rept.  25^7). 
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Sen,  Symington  criticized  Department ’s /del ay  ixi\submitting  omnibus  farm  bill.  Reps, 
Breeding  and'  Vfolf  praised  food  for  peace  plans.  ''Sen,  Mansfield  introduced  and  dis¬ 
cussed  fair  labor  standards  bill  fo^r  employees  in\rool  and  mohair  shearing 

orations.  Sen.  Kefauver  introduced  and  discussedN^ill  to  establish  Department 
of  Consumers. 

SENATE 

1.  FARM  PROGRAM.  Sen.  Symington  stated  that  during  recent  hearings  on  the  farm 
situation  he  requested  the  Secretary  "to  prepare  an  omnilXs  farm  bill  for  the 
committee,  embodying  everything  he  believed  necessary,  thatV’roore  than  5  weeks 
have  elapsed  sines'  that  request"  and  "the  committee  has  not  received  the  Secre¬ 
tary's  omnibus  hill"  and  that  "each  day  the  Secretary  of  Agriculture  postpones 
presenting  to  tme  Congress  what  he  thinks  should  be  done  is  time  lost  toward  a 
solution  to  this  steadily  worsening  picture  of  falling  farm  prices,  increasing 
farm  surpluses,  and  growing  cost  to  the  taxpayer."  p,  4780 

Sen.  Williams,  Del,,  inserted  a  Farm  Journal  article  which  "gives  \t he  results 
of  a  poll/ which  show  that  an  overwhelming  majority  of  American  farmerXyoted  for 
a  reduction  in  the  present  high  support  programs  and  the  majority  of  thX.e 
farmer's  voted  for  the  complete  elimination  of  all  support  prices  and  controls," 
pp,  4760-1 

en.  Wiley  inserted  resolutions  adopted  by  the  Equity  Cooperative  Livesto< 
Shies  Assoc,  on  marketing  of  livestock,  control  of  livestock  diseases,  expansi) 
of  meat  and  mi lk  consumption,  taxation  of  cooperatives .  need  for  price  supports/ 
investigation  of  water  use  policies,  and  need  for  egg  grading  standards, 
pp.  4747-8 


-  2  - 


2.  ELECTRIFICATION.  S.  144,  relating  to  the  authority  of  the  Administrator  of  REA, 
as  reported  by  the.. Senate  Government  Operations  Committee  on  Mar.  24  (see 
Digest  48)  ,  is  identical  with  II.  R.  1321  as  reported  by  the  House  Government 
Operations  Committee  (see  Digest  49  for  a  summary  of  the  House  bill) . 


MILK.  Sen.  Humphrey  discussed  the  milk  standards  controversy  in  the  D.  C.  area, 
and  urged  the  enactment  of  legislation  to  provide  national  uniform  milk  sanita- 
ion  standards,  pp.  479G-4C00 


4.  SURPLyS  FOODS.  Sen.  Humphrey  inserted  an  editorial,  "Famine  in  Haiti,"  and  ur^ed 
the  u\e  of  our  surplus  foods  to  aid  the  situation  in  Haiti,  p.  4798 


5.  ECONOMIC  CONDITIONS.  Sen.  Morse  discussed  the  economic  situation,  criticized  the 
administration  for  not  adopting  policies  to  "maintain  the  vigor  and  pr/aote  the 
growth  of  toe  economy,"  and  recommended  the  adoption  of  a  capital  budget  which 
would  include NL terns  classed  as  capital  investments,  pp.  4790-4 


6,  AREA  REDEVELOFMENTV  Sen.  Bush  inserted  an  editorial  discussing  ifrea  redevelopment 
legislation,  and  expressing  the  opinion  that  the  Senate  "has  gone  too  far  ...  if* 
the  program  of  aid  tb.  depressed  areas  which  it  approved  the  /ther  day."  p.  47(L. 


7.  ELECTRIFICATION.  Received  a  Mont.  Legislature  resolutioryurging  enactment  of 
legislation  to  authorize  Federal  construction  of  Glacier  View  Dam  in  Mont, 
pp.  4746-7 


8.  ADJOURNED  until  Tues.,  Apr.  7. 


4808 


HOUSE 


9.  FOOD  FOR  PEACE.  Rep.  Breeding  urged  Oongres^  to  confirm  and  extend  the  "hallowed 
American  tradition  of  extending  aid  toSthe  needy"  and  to  "stop  thinking  of  sur¬ 
plus  as  an  awesome  and  crushing  thing. 'vXpp.  4810-1 

Rep,  Wolf  urged  greater  use  of  our /surplus  commodities  overseas  stating 
"something  has  clearly  gone  wrong  in/our  ttusught  and  actional  processes  when  we 
persist  in  saying  we  have  surpluses  when  thefce  are  nations  in  this  world  that 
cannot  industrialize  because  thei/r  people  are  starving,"  contending  that  Public 
Law  480  and  the  mutual  security/law  of  1954  are  \far  too  limited,"  and  urged 
approval  of  a  plan  to  have  ouje  surplus  commodities\^istributed  through  the 
United  Nations,  pp.  4813-6, 


10.  FARM  PROGRAM.  Rep.  Bolan<  inserted  an  article  by  Roscoe\Drummond,  "Antifarm  Re¬ 
volt:  Rebellion  Seen  Unless  Workable  Program  Is  Found, "N\ommending  Secretary 


Benson’s  Cornell  speech  and  urging  that  the  Secretary  be  given  a  chance  to  ad- 
rainster  his  program/ which  "would  adjust  price  supports  to  levels  leading  to  the 
marketplace,  not  po  storage  bins."  p.  4823 


PERSONNEL.  The/Post  Office  and  Civil  Service  Committee  reported  without  amendment 
H.  R.  4601,  tb  amend  the  act  of  Sept.  1,  1954,  to  limit  to  cases  involving  the 
national  se/urity  the  prohibition  on  payment  of  annuities  and  retired\pay  to 
officers  /rxd  employees  of  the  U.  S. ,  to  clarify  the  application  and  opdiration  of 
such  act/ (H.  Rept.  258).  p.  4824 


12.  WATEJ/RESOURCES.  Received  from  the  Montana  State  Legislature  a  memorial  request- 
ing  legislation  to  authorize  Federal  construction  of  Glacier  View  Dam  on  the 
•forth  Fork  of  the  Flathead  River  in  Montana,  p.  4825 
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Foot-and-mouth  disease.. 25 

foreign  affairs . ,...22 

»i>reign  currencies. ..  15 ,51 


foreign  trade . 12 

Forestry . 18,47 

General  Counsel . Reports 

Hurrrcan%  relief  loans 

Information . 32 

Labor  standards . y.,.36 

Legislative  procedu/e, . .54 


25  Research. 


Uarketing  facilities, ... 25 
Marketing  quotas/. ......  15 


iction. .,51 
.1,24,27 ,40 


llilitary  const 
I  li  lk  .......l.y 

Nomination./; . . .  . ..... .6 

Penalty  iria/L ..... .\. ....  25 

Personnels . .25 ,33,37/38,53 

Poultry/. . . .  .  30 

Public/lands. ..... 14,23/39 

Public  Law  480.. . \l 


eclamation. . . . .*..3 

REA . 5,45 

. 25 

. ....25,52 

Roads . . . 25 

School  lunch. . . . 1 

Surplus  commodities. . 19 , 25 

Training. . . 22 

Unemployment 

compensation. . . . .4,41,50 

Water . 20,28,31,48 

Water  compact 34 

Watersheds. . . 9 

Wheat. . . 24,43 

Wilderness . .18,26 


HIGHLIGHTS:  Senate  debated  bibl  to  give  REA  independe 


nomination  of  Frank  A.  Barret 
farm  program  costs.  Rep,  Ro, 
supplemental  appropriation 


to  be  USDA  General  Coun 
sevelt  praised  food  for  pea\e  plan, 
stimates  from  President. 


t  status.  Senate  received 
1.  Rep.  llarshall  defended 
Senate  received 


HOUSE 


1.  FARIi  PROGRAM.  R&£.  llarshall  stated  that  to  understand  the  1959  budget,  expendi¬ 
tures  benefiting  the  general  public  should  be  separated  from  those  aiding  farm¬ 
ers,  citing  a 4  examples  of  the  former,  school  lunch,  food  distribution  to  the 
needy.  Public  Law  480  program,  military  housing  in  Europe,  specia\  milk  and 
other  programs.  He  concludes  that  of  the  $7.34  billion  USDA  budgeKin  1959, 
only  $2./  billion  is  properly  chargeable  to  agriculture,  pp.  4904-5^ 

FOOD  FOR  PEACE.  Rep.  Roosevelt  commended  Rep.  Wolf's  remarks  in  support\pf  the 
food/for  peace  program  and  urged  passage  of  his  resolution  on  the  subject 
p.  /4906 
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ECLAHATLON.  Received  a  letter  from  Interior  transmitting  a  copy  of  applica-  \ 
tions  for  loans  to  the  Santa  Ynes  River  Water  Conservation  Dist.  of  Calif,  and 


\ 


-  2  - 


\ 


to  the  Weber-Box  Elder  Conservation  Dist.,  Ogden,  Utah,  pursuant  to  the 
sions  of  the  Small  Reclamation  Projects  Act  of  1956  as  amended,  p.  4908 


provi- 


a  prc 


lie/ 


osed,  bill 
and 


4.  UNEMPLOYMENT  COMPENSATION.  Both  Houses  received  from  Labor  Dept. 

"to  extend  the  unemployment  compensation  program";  to  H.  Ways  and 
S.  Finance  Committees,  pp.  4829,  4909 

Received  from  Labor  Dept,  a  proposed  bill  "to  establish  a  new  Account  in  the 
unemployment  trust  fund  to  which  an  amount  equal  to  all  Federal ^unemployment 
taxes  collected  shall  be  appropriated,  and  out  of  which  all  employment  security 
administrative  expenses  shall  be  paid,  to  increase  the  amount/of  the  reserve  in 
the  Federal  unemployment  account  for  advances  to  the  States ^/to  increase  the 
amount  of  wages  subject  to  taxation  under  the  Fed.  Unemployment  Tax  Act";  to 
the  Ways  and  Means  Committee,  pp.  4828-9,  4909 


SENATE 


5. 


ELECTRIFICATION.  Began  debate  on  S.  144,  to  provide  that  the  REA  Administrator 
shall  not  be  subject  to  the  control  of  the  Secretary  in  the  approval  or  dis¬ 
approval  of  loans  (see  Digests  49  and  50  for  complete  summary  of  bill).  M 

(pp.  4858-9,  4886-94,  4897-4900)  Pending  at  adjournment  was  an  amendment  by 
Sens.  Curtis  and  Russell,  in  the  nature  of  a  substitute  for  the  text  of  the  bill, 
which  would  establish  REA  as  an  independent  agency,  (pp.  4858-9,  4897-9) 


6.  NOMINATIONS.  Received  the  nominati< 
of  this  Department,  p.  4902 


of  Frank  A.  Barrett  to  be  General  Counsel 


7.  FARM  PROGRAM.  Sen.  Humphrey  inserted 
Terminal  Association  discussing  the  tai 
factors  in  his  proposed  "farmer’s  hill  ol 


address  before  the  Farmers  Union  Grain 
situation  in  general,  and  listing  the 
rights."  pp.  4894-7 


8.  AIR  POLLUTION.  The  Public  Works  Committee  ordered  reported  with  amendment  S.  441, 
to  make  permanent  the  air  pollution  control  program,  p.  D216 


9.  WATERSHEDS.  The  Public  Works/Committee  approvedN;he  following  watershed  projects: 
Lick  Creek,  Tenn. ;  San  Diego-Rosita  Creeks,  Tex.  ;\and  Chiltipen-San  Fernando  s* 
Creeks,  Tex.  p.  D216  /  \  Q 


10.  COOPERATIVES.  Received  /&  Minn.  Legislature  resolution\opposing  proposed  legis¬ 
lation  to  alter  the  tauc  status  of  cooperatives,  p.  483(2 

Received  from  thyiJpper  Mo.  G.  &  T.  Electric  Cooperative  resolutions  urging 
the  "passage  of  H. /R.  3142,  in  order  to  assure  the  maximum  use"  of  facilities  by 
consumer-owned  el/ctric  cooperatives,  and  urging  "the  National  Rural  Electric 
Cooperatives  Association  to  explore  the  idea  of  setting  up  A  task  force  to  assisl 
the  electric  cooperatives  and  public  power  groups  being  attached."  pp.  4836-7 


11,  FARM  PRICES.  /Received  a  Wise.  Farmers  Union  resolution  urging  aK  investigation  of 
the  "cause /of  the  widening  price  spread  between  the  farmer  and  tne  consumer,  and 
the  exces/ive  profit-taking  in  business  and  industry,  for  the  purposes  of  formu¬ 
lating  legislation  ...  to  correct  these  abuses."  p.  4836 


12. 


FOREIGN  TRADE.  Received  from  the  Export-Import  Bank  a  report  of  that 
ing/the  period  July-December,  1958.  pp.  4828-4908 


ink ,  cover- 


13. 


^TRACTS.  Received  from  Defense  Dept,  proposed  bill  "to  extend  the  Reneg\tiatio 
Act  of  1951  until  Sept.  30,  1961";  to  Finance  Committee,  p.  4828 
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the  Ultimate  safety  of  the  world’s  popu¬ 
lation^  agreement  is  not  soon  reached. 

I  askNunanimous  consent  that  an  edi¬ 
torial  ofVpril  3,  by  Perry  Swisher,  from 
the  Boise  Vldaho)  Journal,  and  another 
of  March  2tk  by  Robert  L.  Anderson,  in 
the  Idaho  County  (Idaho)  Free  Press, 
be  printed  at  foais  point  in  the  Record. 

There  being  no  objection,  the  edito¬ 
rials  were  ordered^ to  be  printed  in  the 
Record,  as  follows: 

[Prom  the  Boise  (Idaho)  Journal,  Apr.  3, 
1959]' 

Bread  and 

It  wasn’t  many  months  \ago  that  this 
editor  was  asked  to  transfer  the  subscription 
of  a  man  deep  in  the  AEC  to  another  member 
of  his  family.  The  explanation  was  that  the 
editorials  about  nuclear  contamination  of 
the  air  were  an  embarrassment. 

Now  that  John  A.  McCone  is  in  anJw  Lewis 
Strauss  is  out  as  Chairman  of  the  Atomic 
Energy  Commission,  the  Nation,  is  learning 
in  detail  what  the  scientists  knew  but  could 
not  drive  home  because  of  security  regulaV 
tions:  Strontium  90  contamination  of  the' 
atmosphere  is  far  more  serious  than  Mr. 
Strauss  and  Dr.  Edward  Teller,  unable  to  see 
the  evidence  because  of  their  preconceived 
policy,  were  willing  to  admit. 

The  debate  about  underground  tests  may 
continue,  but  no  argument  remains — or  logi¬ 
cally  ever  existed — against  pressing  at  Geneva 
for  a  ban  on  further  test  pollution  of  the  air. 
Idaho’s  U.S.  Senator  Frank  Church  deserves 
unlimited  credit  for  so  clearly  drawing  the 
line  between  the  arguable  question  of  under¬ 
ground  test  control  and  the  unarguable  abil¬ 
ity  of  this  Nation  and  Russia  to  detect  atmos¬ 
pheric  nuclear  explosions  anywhere  in  the 
world. 

A  WORKABLE  APPROACH 

When  the  Geneva  session  reconvenes  April 
13,  the  United  States  absolutely  must  be  in 
position  to  ask  publicly,  with  the  world  as 
its  audience,  that  Russia  join  the  West  in 
suspension  of  all  nuclear  tests  above  ground. 
This  is  feasible.  Agreement  on  the  whole 
nuclear  weapons  control  package  is  not. 
Neither  country  trusts  the  other  far  enough 
to  reach  complete  agreement  on  all  aspects 
of  international  control.  But  the  world  dis¬ 
trusts  both  powers  to  such  an  extent  that 
above-ground  control  of  test  bomb  explo¬ 
sions  is,  from  the  viewpoint  of  other  nations, 
imperative.  If  the  human  race  ranked 
ahead  of  principalities,  the  ban  would  al¬ 
ready  be  in  force. 

From  such  tangible  evidence  as  the  stron¬ 
tium  contamination  of  Minnesota  wheat  and 
milk,  the  public  now  learns  in  terms  of  bread 
and  milk  what  science  knew  many  months, 
ago.  But  in  those  days,  incredibly,  the  AEOf 
most  of  the  Nation’s  reliable  news  magazines, 
some  of  her  diplomats  (but  not  Mr.  Dulles 
this  time) ,  Defense  chiefs  and  the  white 
House  were  backing  a  position  the  faoffs  now 
thoroughly  discredit.  The  humafte,  in¬ 
formed  protests  of  Pius  XII  auftl  Albert 
Schweitzer  were  dismissed  as  naiijAe. 

“he’s  my  boy” 

We  learn  one  lesson  at  a  tl margin  this  atomic 
age.  Each  one  is  terrible  enough  in  fact  or 
in  its  implications  that  cannot  forget 
them.  This  exercise  in  national  policy  (and 
in  news  slanting)  should  teach  us  that  re¬ 
cording  and  presenting  the  nuclear  facts  of 
life — literally  facts  of  life — must  transcend 
all  traditional  administrative  practice.  In 
other  words,  loyalty  to  mankind,  amid  the 
Impersonal  consequences  of  nuclear  experi¬ 
ment  or  foreknowledge,  comes  ahead  of  the 
loyalty  a  puhflc  servant  may  demand  of  his 
Immediate  superiors.  This  demand,  in  this 
era,  has  extended  to  the  news  media  and 
inferentyOly  to  all  true  patriots  the  media 
can  rea 


Until  a  special  science  adviser  to  the  Presi¬ 
dent  was  appointed — Dr.  James  Killian,  Jr. — 
the  President  wasn’t  aware  that  a  large  pro¬ 
portion  of  the  top  nuclear  physicists  and 
weapons  experts  in  this  field  were  in  favor  of 
a  test  ban  with  safeguards. 

“They  had  been  inhibited  in  speaking  out 
publicly,”  the  Christian  Science  Monitor 
flatly  reports,  “by  the  rigid  secrecy  rules  over 
which  Mr.  Strauss  presided,  in  the  atomic 
energy  field.”  Once  more  time  has  demon¬ 
strated  that  political  conceit  or  obstinacy, 
rather  than  national  security,  dictates  the 
results  of  suppressing  information  at  the 
appointive  level  of  Government.  Not  only 
is  critical  information  withheld  from  the 
public,  but.  from  the  chiefs  of  state.  The 
ancient  necessity  of  technological  military 
secrecy  can  never  justify  such  practices,  wide¬ 
spread  as  they  may  be  in  modern  govern¬ 
ments. 

EVERYMAN’S  SNEEZE 

Inquiry  as  to  degree  will  go  on  indefinitely, 
but:  When  atomic  bombs  burst  into  blossom, 
all  people  everywhere  are  allergic  to  their 
pollen.  And  unlike  us,  our  descendants  will 
have  had  no  chance  to  protest;  they  must 
be  heard  through  our  objections. 

Last  year’s  editorials,  we  readily  admit,- 
ere  a  reaction  to  obvious  withholding  and 
distortion  of  needfed  information.  They 
weren’t  scientifically  expert.  That’s  not  our 
field.X  / 

No,  \he  significance  of  the  facts  sin- 
forced  into  the  light  is,  for  the  purpqdes 
of  this  editorial,  that  insistence  on  the  peo¬ 
ples*  rightNyO  know  is  not  a  mere  exercise 
in  journalism.  It  directly  involves  tHe  lives 
of  the  people\hemselves,  the  verv/air  they 
breathe. 

[From  the  Idaho  County  (Idatyrf)  Free  Press, 
Mar>G6,  1959], 

The  Pro  mis 

“Because  I  live  ye  snSdr  live  also.” — John 
14:  19. 

This  was  the  messaa6  oV the  risen  Christ 
and  centuries  later  yf holds\the  promise  of 
civilization. 

But  the  strife-bidden  worlA  now  in  a 
quagmire  of  ideological  and  materialistic  dic¬ 
tation,  seems  little  prepared  to  pprtake  of 
the  Eastertides  this  Sunday. 

The  science  of  warfare  has  blotted  out 
principles  «l  peace  taught  by  a  Saviour. 

Facing ^mankind  is  a  firing  of  the  World 
with  hydrogen  weapons,  with  the  tolls  \of 
death  jmd  disease  never  to  be  estimated  at 
curately. 

Senator  Church,  in  a  recent  address  to 
the  U.S.  Senate,  urged  this  Nation  to  take 
irong  leadership  in  an  llth  hour  attempt 
unite  the  major  powers  at  the  Geneva 
conference  with  a  proposal: 

“An  agreement  to  suspend  further  nuclear 
weapons  tests  in  the  earth’s  atmosphere, 
within  the  framework  of  a  trustworthy  and 
sufficient  international  control  system,  ade¬ 
quate  to  detect  reliably  and  report  any  vio¬ 
lation  *  *  *.” 

What  the  Idaho  Senator  warns  is  that  fail¬ 
ure  at  Geneva  will  be  the  failure  of  man¬ 
kind  and  he  asks  that  the  United  States 
never  let  up  in  its  conferences  with  Russia, 
and  others  to  seek  an  effective  detection  sys¬ 
tem  and  policing  of  hydrogen  firings. 

Current  news  stories,  Senator  Church  said, 
revealing  the  marked,  increase  in  levels  of 
strontium  90  now  appearing  in  our  milk  and 
wheat,  emphasize  the  grave  importance  of 
the  Geneval  negotiations,  and  the  “urgency 
for  our  doing  our  utmost  there.” 

It  is  an  era  of  sadness,  more  than  terror. 
Man  is  not  suitable  to  govern  the  universe  as 
long  as  he  seeks  to  destroy  it. 

At  this  Eastertide,  let  the  hearts  and  pray¬ 
ers  of  all  men  seek  enlightenment  and  pray 
that  the  promise  of  Christ,  “because  I  live  ye 
shall  live  also,”  shall  exert  an  influence  on 


restoring  the  conclave  at  Geneva  onto  paths 
of  righteous  government  of  the  world’s  pea*’ 
pies.  / 


GERMAN  DEBT  PREPAYMEI; 

Mr.  WILEY.  Mr.  President, , 'all  too 
often  we  have  heard  grumbliq4  in  this 
country  about  the  suppose^  giveaway 
nature  of  our  mutual  assistance  pro¬ 
grams.  Complaints  have  .been  directed 
not  only  against  grants/of  aid — which 
many  people  refuse  to  see  have  contrib¬ 
uted  mightily  to  peabe  and  America’s 
security  during  the  na'st  decade — but  also 
against  loans.  The  latter,  which  in¬ 
creasingly  are  proving  the  most  satis¬ 
factory  vehicle  for  assistance,  are  all  too 
frequently  referred  to  as  “money  down 
the  drain.”  %  do  not  accept  this  descrip¬ 
tion  for  a  jftoment. 

I  take  g/eat  pleasure  and  satisfaction, 
therefor^;  in  drawing  the  attention  of 
my  colleagues  to  an  exchange  of  notes 
between  the  Governments  of  the  United 
States  and  the  Federal  Republic  of  Ger¬ 
many  in  Bonn  on  March  20.  By  this 
Leans,  the  Federal  Republic  agreed  to 
Lake  an  advance  payment  of  $150  mil¬ 
lion  on  March  31  against  its  indebtedness 
arising  from  U.S.  expenditures  under  the 
Marshall  plan  and  other  programs.  This 
prepayment  is  a  part  of  the  1953  settle¬ 
ment  agreement  which  provided  for  the 
payment  to  the  United  States  of  $1  bil¬ 
lion  with  interest  over  a  period  of  30 
years.  The  West  Germans  have  been 
paying  interest  since  1953,  and  began 
repaying  the  principal  last  year. 

This  $150  million  is  the  first  payment 
on  the  principal. 

My  colleagues  should  note  that  this  act 
of  good  faith  and  good  business  was 
linked  with  West  Germany’s  financial  as¬ 
sistance,  through  debt  repayment,  to 
Great  Britain’s  balance  of  payments.  It 
is  especially  good  to  witness  such  mutu¬ 
ally  helpful  transactions  among  three 
firm  allies  at  a  time  when  the  interde¬ 
pendence  of  the  free  world  countries  re¬ 
quires  fresh  emphasis  in  the  face  of 
Soviet  divisive  maneuvers. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  that  the  Department  of  State  press 
please  on  this  subject  be  printed  in  the 
[cord  as  a  part  of  my  remarks. 

will  be  noted  from  the  release  that: 
ThV.Governmen.ts  of  the  United  States  and 
the  Federal  Republic  of  Germany  exchange 
notes  in'Bonn  on  March  20  under  which  the 
Federal  Republic  agrees  to  make  an  advance 
payment  o\$150  million  on  March  31,  1959. 

The  woraV  are  “an  advance  payment 
of  $150  million  on  March  31.” 

March  31  hae  passed,  Mr.  President, 
and  the  payment  has  been  made. 

There  being  nos.  objection,  the  press 
release  was  ordered^)  be  printed  in  the 
Record,  as  follows: 

German  Debt  Prepayment 

The  Governments  of  the  chiited  States  and 
the  Federal  Republic  of  Germany  exchanged 
notes  in  Bonn  on  March  20  under  which  the 
Federal  Republic  agrees  to  makR  an  advance 
payment  of  $150  million  on  MarchYS  1 ,  1959,  on 
its  indebtedness  to  the  United  States  for 
postwar  economic  assistance  totaVng  ap¬ 
proximately  $3  billion.  This  debt  .apse  as 
a  result  of  United  States  expenditures  ixrtJer- 
many  under  the  Marshall  plan  and  othefsais- 
sistance  programs.  An  agreement  for  s\t- 
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tlemeXt  of  this  indebtedness,  signed  in  Lon¬ 
don  on\;February  27,  1953,  provides  for  pay¬ 
ment  to ''the  United  States  of  $1  billion  with 
interest  over  a  period  of  30  years.  Semi¬ 
annual  payments  of  interest  beginning  July 
X,  1953,  and  hf  principal  installments  begin¬ 
ning  July  1,  1958,  have  been  made  by  the 
Germans  under\this  agreement  as  they  be¬ 
came  due. 

This  advance  payment  to  the  United  States 
fulfills  a  requirement  of  the  1953  agreement 
that,  in  the  event  of '■a  German  prepayment 
on  their  corresponding  debts  to  either  the 
British  or  French  Governments,  the  Federal 
Republic  will,  unless  the  United  States  agrees 
otherwise,  make  proportionate  prepayment 
on  its  postwar  assistance  debt  to  the  United 
States.  A  prepayment  of  a  comparable  per¬ 
centage  of  the  Federal  Republic-United 
Kingdom  debt  had  already  been\  offered  by 
the  Federal  Republic  as  part  of  thee financial 
assistance  given  the  British  balance,  of  pay¬ 
ments. 

The  United  States  note  was  signed  by  the 
charge  d’affaires  at  Bonn,  Henry  J.  Tasca/and 
the  German  note  by  Foreign  Minister  von 
Brentano.  \ 

The  text  of  the  United  States  note  follows  :\ 

“I  have  the  honor  to  refer  to  Your  Excel¬ 
lency’s  note  of  March  20,  1959,  which,  in 
agreed  translation,  reads  as  follows : 

“  T  have  the  honor  to  declare  that,  in  ac¬ 
cordance  with  the  agreement  of  February 
27,  1953,  between  the  Federal  Republic  of 
Germany  and  the  United  States  of  America 
regarding  the  settlement  of  the  claim  of  the 
United  States  of  America  for  postwar  eco¬ 
nomic  assistance  (other  than  surplus  prop¬ 
erty)  to  Germany  (hereinafter  referred  to  as 
the  agreement),  the  Federal  Government  is 
ready  to  conclude  the  following  agreement 
with  the  Government  of  the  United  States 
of  America. 

“  ‘1.  The  Federal  Government  shall  make  a 
prepayment  of  $150  million  by  March  31,  1959, 
on  the  principal  sum  still  outstanding  under 
the  agreement. 

“  ’2.  As  regards  the  prepayment  to  be  made 
by  the  German  Federal  Government  under 
paragraph  1  above,  the  Government  of  the 
United  States  of  America  agrees  that  in¬ 
stead  of  the  semiannual  installments  of  $23,- 
790,000  as  stated  in  paragraph  2,  article  1  of 
the  agreement,  the  Federal  Government  shall 
in  1961,  1962,  1963,  1964,  and  1965  only  pay 
semiannual  installments  of  the  amount  re¬ 
quired  under  the  agreement  as  interest  on  the 
principal  sum  still  outstanding  in  those 
years,  and  in  1966  shall  make  additional  pay¬ 
ments  in  liquidation  of  the  principal  sur 
only  inasmuch  as  the  principal  sums  owe 
and  due  under  the  agreement  have  not,dl- 
ready  been  settled  by  the  prepayment  under 
paragraph  1,  above. 

“  ‘3.  The  new  amortization  schedule  to  li¬ 
quidate  the  debt  arising  out  of  tins  postwar 
economic  assistance  of  the  United  States  of 
America  (other  than  surplus  property) ,  a 
copy  of  which  is  attached,  fo)fows  from  the 
above. 

“‘If  the  Government  of /he  United  States 
of  America  agrees  with  the  above  provisions, 

I  have  the  honor  to  suggest  that  this  note 
and  Your  Excellency^/ reply  to  it  should  be 
regarded  as  an  agreement  between  the  two 
governments,  to  enter  into  force  on  the  day 
of  the  receipt  of  yhur  reply.’ 

“I  have  theiionor  to  inform  Your  Excel¬ 
lency  that  Jhe  Government  of  the  United 
States  of  America  accepts  the  foregoing  pro¬ 
visions  an 6  accordingly  agrees  that  Your  Ex¬ 
cellences  note  and  this  reply  shall  consti¬ 
tute  aii  agreement  between  the  two  Govern¬ 
ment 

Incept,  Excellency,  the  renewed  assur- 
Ices  of  my  highest  consideration.” 


PRESENTATION  OP  GAVEL  TO 
SENATOR  HAYDEN 

Mr.  STENNIS.  Mr.  President,  recent¬ 
ly,  at  the  first  meeting  of  a  subcommittee 
of  the  Senate  Committee  on  Appropria¬ 
tions,  in  the  hearing  room  in  the  Senate 
Office  Building,  it  was  my  privilege  to 
present  a  gavel  to  the  chairman  of  the 
committee,  the  senior  Senator  from 
Arizona  [Mr.  Hayden].  The  gavel  was 
made  from  a  bristle  cone  pine,  said  to  be 
the  oldest  living  thing  in  the  world.  It 
is  located  in  the  home  State  of  the  Sen¬ 
ator  from  Arizona. 

I  desire  to  perpetuate  the  remarks 
which  I  made  at  that  time  in  tribute  to 
the  Senator’s  fine  record.  I  ask  unani¬ 
mous  consent  that  my  remarks  be 
printed  in  the  Record. 

There  being  no  objection,  the  remarks 
by  Mr.  Stennis  were  ordered  to  be 
printed  in  the  Record,  as  follows: 
Tribute  to  Senator  Carl  Hayden  by  Senator 
John  Stennis  on  the  Occasion  of  the 
Presentation  of  Bristle  Cone  Pine  Gavel 
to  Chairman  Hayden  at  Initial  Meeting 
>f  Senate  Appropriations  Committee  in, 
iom  1224,  New  Senate  Office  Building 
gavel  is  made  from  a  live  bristle  cc 
pine,  Vrowing  near  the  boundary  line/be¬ 
tween  the  States  of  Arizona  and  California. 
This  treeSis  thought  to  be  the  world!/  oldest 
living  thine.  Competent  scientific/authori¬ 
ties  estimatythese  trees,  which  are  still  liv¬ 
ing,  to  be  4,61)0  years  old.  This/means  that 
they  were  ovei\2,600  years  old' when  Christ 
was  born,  and\were  600  years  old  when 
Abraham  settled  kn  the  hand  of  Canaan. 

As  these  trees  haVe  lived  longer  than  any¬ 
thing  in  America,  s\  Senator  Carl  Hayden 
has  served  longer  in  Gfe  Congress  than  any¬ 
one  in  American  history.  His  career  has 
always  been  activg  andNcongtructive,  with 
emphasis  on  the  things\that  grow,  and 
strengthen  our  .Nation. 

Through  a /great  number  Of  constructive 
legislative  programs,  our  national  highway 
system,  our  agriculture  and  forest  research 
program^:  our  irrigation  projects,  our  soil 
and  w/ter  conservation,  the  wisdom,  the 
foresight  and  energy  of  Carl  Hayden  \ave  al- 
reajty  brought  untold  results. 

'or  centuries  to  come  these  programs\will 
(bntinue  to  enrich  the  life  and  strengthen 
'the  economy  of  our  Nation.  Thus  Senate 
Hayden’s  contribution  to  the  Nation’s  wel¬ 
fare  through  all  these  and  other  programs 
will  continue  to  bear  fruit  for  the  American 
people  longer  than  the  4,600  years  this  bristle 
cone  pine  has  lived. 

I  salute  and  congratulate  Senator  Hayden 
for  his  achievements  of  the  past  and  for  his 
plans  and  continued  work  in  the  future. 
This  gavel  is  presented  as  a  token  of  recog¬ 
nition  as  well  as  appreciation  for  his  work, 
past  and  future,  all  on  behalf  of  his  col¬ 
leagues  in  the  Congress  and  on  behalf  of  the 
American  people,  including  generations  yet 
unborn. 

The  PRESIDING  OFFICER.  Is  there 
further  morning  business?  If  not,  mom- 
iftg  business  is  concluded. 

■  - - 


AMENDMENT  OF  REORGANIZATION 
PLAN  NO.  2  OF  1953 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  ask  unanimous  consent  that  the 
Senate  proceed  to  the  consideration  of 
Calendar  No.  131,  Senate  bill  144. 


The  PRESIDING  OFFICER.  The  bin 
will  be  stated  by  title  for  the  information 
of  the  Senate. 

The  Legislative  Clerk.  A  bill  (S.  144) 
to  amend  Reorganization  Plan  No.  2  of 
1953. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  request  of  the  Senator 
from  Texas? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  bill,  which  had 
been  reported  from  the  Committee  on 
Government  Operations  with  an  amend¬ 
ment,  to  strike  out  aU  after  the  enacting 
clause  and  insert: 

That  the  functions  and  activities  of  the 
Rural  Electrification  Administration  and  the 
Administrator  of  the  Rural  Electrification 
Administration  which  were  transferred  to  the 
Department  of  Agriculture  and  to  the  Secre¬ 
tary  of  Agriculture  by  Reorganization  Plan 
No.  II  of  1939  and  Reorganized  Plan  No.  2 
of  1953  are  hereby  transferred  to  the  Admin¬ 
istrator  of  the  Rural  Electrification  Adminis¬ 
tration,  and  shall  be  exercised  and  adminis¬ 
tered  within  the  Department  of  Agriculture 
by  such  Administrator  under  the  general  di¬ 
rection  and  supervision  of  the  Secretary  of 
Agriculture;  except  that  insofar  as  such  func¬ 
tions  relate  to  the  approval  or  disapproval  of 
loans  authorized  to  be  made  under  the  Rural 
Electrification  Act  of  1936,  as  amended,  their 
exercise  by  the  Administrator  shall  not  be 
subject  to  the  supervision  or  direction  of,  or 
to  any  other  control  by,  the  Secretary  of 
Agriculture. 

Mr.  JOHNSON  of  Texas.  Is  the  Sen¬ 
ator  from  Minnesota  prepared  to  make 
a  statement  now,  or  does  he  prefer  that 
I  suggest  the  absence  of  a  quorum? 

Mr.  HUMPHREY.  I  ask  for  a  quorum 
call. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to  call 
the  roll. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  ask  unanimous  consent  that  the 
order  for  the  quorum  call  be  rescinded 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

Mr.  CURTIS.  Mr.  President,  for  the 
Senator  from  Georgia  [Mr.  Russell], 
and  myself  I  offer  an  amendment  in  the 
nature  of  a  substitute  for  S.  144,  a  bill 
to  amend  Reorganization  Plan  No.  2.  I 
ask  unanimous  consent  that  the  amend¬ 
ment  not  be  read,  but  that  it  be  printed 
at  this  point  in  the  Record. 

The  PRESIDING  OFFICER.  Without 
objection,  the  amendment  will  be  printed 
in  the  Record. 

The  amendment  offered  by  Mr.  Curtis 
is  as  follows: 

Strike  out  all  after  the  enacting  clause 
and  insert  in  lieu  thereof  the  following: 

“That  there  is  hereby  created  and  estab¬ 
lished  in  the  executive  branch  of  the  Gov¬ 
ernment  an  independent  agency  to  be  known 
as  the  “Rural  Electrification  Administration” 
all  of  the  powers  of  which  shall  be  exercised 
by  an  Administrator  who  shall  be  appointed 
by  the  President  by  and  with  the  advice  and 
consent  of  the  Senate  for  a  term  of  ten 
years  and  who  shall  receive  a  salary  of 
$20,000  per  annum.  The  Administrator  shall 
have  direction,  supervision  and  control  of 
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the  Rural  Electrification  Administration  and 
all  of  its  operations  and  functions  as  au¬ 
thorized  in  the  Rural  Electrification  Act  of 
1936,  as  amended. 

“Sec.  2.  The  incumbent  of  the  Office  of 
Administrator  of  the  Rural  Electrification 
Administration  appointed  before  the  effec¬ 
tive  date  of  this  Act  shall  serve  the  remainder 
of  the  term  for  which  he  was  appointed.  At 
the  expiration  of  such  term,  or  if  the  office 
shall  become  vacant  at  any  time  for  any 
reason,  the  President  shall  designate  an  Act¬ 
ing  Administrator  to  exercise  and  perform 
all  functions,  powers,  and  duties  vested  in 
the  Rural  Electrification  Administration  un¬ 
til  the  appointment  and  qualification  of  an 
Administrator,  as  provided  in  the  first  sec¬ 
tion  of  this  Act. 

“Sec.  3.  (a)  Employees  in  the  Department 
of  Agriculture  who  are  being  utilized  on  the 
effective  date  of  this  Act  primarily  for  the 
performance  of  functions,  powers,  and  duties 
provided  for  in  the  Rural  Electrification  Act 
of  1936,  as  amended,  shall  be  transferred  to 
the  jurisdiction  and  control  of  the  Rural 
Electrification  Administration  in  those  in¬ 
stances  in  which  the  Administrator  deter¬ 
mines  that  they  are  qualified  and  necessary 
to  carry  out  the  functions,  powers,  and 
duties  of  the  Rural  Electrification  Adminis¬ 
tration. 

“(b)  All  assets,  funds,  contracts,  property, 
and  records  used  and  employed  in  the  execu¬ 
tion  of  the  functions,  powers,  and  duties 
authorized  by  the  Rural  Electrification  Act 
of  1936,  as  amended,  are  hereby  transferred 
to  the  jurisdiction  and  control  of  the  Rural 
Electrification  Administration. 

“(c)  All  unexpended  balances  of  appro¬ 
priations,  allocations,  or  other  funds  avail¬ 
able  (including  those  available  for  the  fiscal 
year  ending  June  30,  1959)  for  the  Rural 
Electrification  Administration  and  for  the 
Secretary  of  Agriculture  on  account  of  the 
functions  and  activities  of  the  Rural  Electri¬ 
fication  Administration  shall  be  transferred 
to  the  Rural  Electrification  Administration 
and  shall  remain  available  for  the  exercise 
of  the  functions  and  activities  of  the  Rural 
Electrification  Administration. 

“Sec.  4.  (a)  Notwithstanding  any  other 
provision  of  this  Act,  or  of  any  rule  of  the 
Senate  or  of  any  committee  of  the  Senate, 
any  proposed  legislation  or  other  matter 
(including  appropriations),  relating  to  the 
administration  of  the  Rural  Electrification 
Act  of  1936,  as  amended,  shall,  after  the  date 
of  enactment  of  this  Act,  be  referred  to  the 
same  committees  and  subcommittees  of  the 
Senate  to  which  such  proposed  legislation  or 
other  matter  would  have  been  referred  had 
this  Act  not  been  enacted. 

“(b)  This  section  is  enacted — 

“(1)  as  an  exercise  of  the  rulemaking 
power  of  the  Senate  and  as  such  it  shall  be 
considered  as  part  of  the  rules  of  the  Senate, 
and  shall  supersede  other  rules  of  the  Senate 
only  to  the  extent  that  they  are  inconsistent 
therewith;  and 

"(2)  with  full  recognition  of  the  constitu¬ 
tional  right  of  the  Senate  to  change  such 
rule  at  any  time,  in  the  same  manner  and  to 
the  same  extent  as  in  the  case  of  any  other 
rule  of  the  Senate.” 

Amend  the  title  so  as  to  read :  “A  bill  to 
establish  the  Rural  Electrification  Admin¬ 
istration  as  an  independent  agency,  and  for 
other  purposes.” 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  in  the  nature  of  a  substitute  of¬ 
fered  by  the  Senator  from  Nebraska  [Mr. 
Curtis]  for  himself  and  the  Senator 
from  Georgia  [Mr.  Russell]. 


JATIONARY  PRESSURES- 
IS  THE  REMEDY? 


-WHAT 


Mr.  WILEY.  Mr.  President,  the  Sub¬ 
committee  on  Antitrust  and  Monopoly  of 
the  Committee  on  the  Judiciary  has  been 
paying  particular  attention  to  the  prob¬ 
lem  of  inflationary  prices  and  whether 
the  antitrust  approach  can  be  helpful 
by  increasing  competition  and  thus 
bringing  prices  down. 

The  hearings  of  the  Antitrust  Sub¬ 
committee  have,  received  very  careful 
and  thoughtful  attention  from  the  num¬ 
erous  newspaper  reporters  who  have  at¬ 
tended  them. 

An  interesting  example  of  the  amount 
of  research  given  bk  reporters  to  this 
problem  was  published  on  the  first  page 
of  the  Outlook  Section ’pf  the  Washing¬ 
ton  Post  and  Times  He\ald  of  Sunday, 
April  5,  1959.  It  was  anWticle  entitled 
“Steel  Strike  Pattern  Could.  Change  This 
Time,”  written  by  Bernard  T).  Nossiter. 

I  do  not  necessarily  agree  with  Mr. 
Nossiter’s  comments,  but  me  article 
which  is  a  stimulating  one,  goqs  back  to 
the  time  when  President  Trumpn  went 
along  with  a  steel  price  rise. 

We  are  all  interested  in  finding  a 
remedy  for  inflationary  pressures,  which 
will  not  do  more  harm  than  good  to\pri- 
vate  enterprise. 

Mr.  President,  I  ask  unanimous  cc 
sent  that  this  article  be  printed  in  tl 
Record  at  this  point  in  my  remarks. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the  Rec¬ 
ord,  as  follows: 

Steel  Strike  Pattern  Could  Change  Thi§ 
Time 

(By  Bernard  D.  Nossiter) 

Once  again  a  forthcoming  steel  wage  price 
bargain  is  in  the  center  of  the  economic 
stage.  This  is  logical.  Steel,  the  backbone 
of  the  economy,  goes  into  everything  from 
sewing  needles  to  superliners,  from/axes  to 
autos. 

Price  changes  in  steel,  some  Economists 
think,  are  a  major  cause  of  the  lSehavior  of 
the  economy.  Some  of  President  Eisen¬ 
hower’s  top  advisers  believe  that  the  in¬ 
crease  in  steel  prices  (with  help  from  autos) 
over  the  past  5  years  triggered  inflation,  re¬ 
cession  and  the  present  slow  recovery.  The 
chief  economists  at  the  / Federal  Reserve 
Board  feel  the  same  way/  And  so  do  many 
in  both  parties  on  Capitol  Hill. 

Wage  changes  in  steel  are  important,  too. 
For  if  steel  pricing  sets/he  pace  for  industry, 
steel  wages  this  yea /  will  set  the  pattern 
for  all  workers. 

And  this  is  no  rr/re  numbers  game.  For, 
as  Woodlief  Thomas,  the  economic  adviser  to 
the  Federal  Resenve  Board,  has  emphasized, 
over-high  pricey  and  wages  in  steel  throw 
sand  into  the/economy’s  delicately  inter¬ 
locked  parts.  A So  the  machine  either  breaks 
down  (recession)  or  runs  inefficiently  (un¬ 
employment/slow  growth). 

EyENTUALLY,  THEY’LL  SIGN 

Steel's  current  wage  pact  runs  out  June  30. 
Around  jne  middle  of  next  month.  President 
Navid  McDonald  of  the  United  Steelworkers 
will  m4et  a  representative  of  Roger  Blough, 
chairfnan  of  the  United  States  Steel  Corp., 
in  yNew  York  hotel  room.  There  McDonald 
an/  his  retinue  and  Blough’s  man,  Conrad 
Cdoper,  plus  the  industry’s  smaller  manage¬ 
ment,  will  eventually  sign  an  agreement. 


Before  the  pact  is  finally  signed,  howev/, 
a  strike  may  come — at  least  shutting  down 
the  steel  mills.  If  It  goes  on  long  enough, 
steel’s  customers — autos,  ships,  farm  ma¬ 
chinery  and  lots  more — will  have  tp  cut 
down,  too. 

The  steel  industry  has  been  passing  the 
word  at  least  since  last  Septemb/  that  a 
strike  was  coming.  Union  soqrces  fear 
that  it  is  inevitable. 

The  prospective  consequences  Aiot  only  of 
a  strike  (from  industry’s  standpoint,  a  short 
one,  clearing  out  currently  excefcsive  invento¬ 
ries,  would  not  be  entirely  lmwelcome)  but 
of  the  wage  and  price  bargain  which  would 
follow,  have  aroused  many/ responsible  offi¬ 
cials,  from  President  Eisenhower  on  down. 

These  mobilized  so  stropgly  that  there  will 
being  mobilized  so  stro/gly  that  there  will 
be  a  peaceful  settlement  in  which  a  wage 
increase  will  not  be  u§ed  as  the  lever  for  an¬ 
other  price  rise. 

CURTAIN  hOSE  IN  1946 

On  March  25  Me  Eisenhower  broke  a  per¬ 
sonal  precedent,  .singling  out  by  name  the 
steel  industry  and  the  steel  union  in  a  plea 
for  restraint.  Meanwhile,  support  is  mount¬ 
ing  on  Capitol  Hill  for  bills  which  would 
require  big  i/dustry  and  big  labor  to  tell  at 
Government  hearings  why  specific  prices 
and  wages /hould  be  raised. 

This  is  /ot  the  first  time  the  White  House 
has  take/  a  direct  interest  in  the  drama  of 
steel  bargaining.  The  current  negotiations 
can  only  be  understood  as  the  third  act  of 
a  play  which  opened  in  the  winter  of  1945-6. 

Thin,  the  Nation,  once  again  at  peace, 
was/ sick  of  war  and  the  restraints  imposed 
by/war.  Price  and  wage  controls  were  still 
o /  as  the  economy  shifted  gears  from  war 
production  to  peacetime  goods.  But  every- 
oody  chafed  at  the  restraints:  industry 
vanted  freedom  to  set  its  own  prices;  labor 
wanted  to  bargain  for  its  own  wages,  and 
consumers  were  fed  up  with  rationing. 

le  country  appeared  to  want  to  go  back 
to  normalcy,  but  on  a  scale  undreamed  of 
in  th\  Roaring  Twenties.  As  it  turned  out, 
the  country  got  just  what  it  wanted. 

TUSSLE  OF  TITANS 

In  tha\  first  postwar  winter,  two  titans 
dominatecKsteel  and  steel  was  the  pace-set¬ 
ter  for  th\  economy.  Philip  Murray  not 
only  headech  the  big  union  but  was  also 
president  of  tl»e  CIO.  Benjamin  Fairless  was 
United  Statesi  Steel’s  chairman  and  his 
standing  in  thV  industrial  community  was 
as  high  as  Murray’s  in  labor. 

Some  of  today’ll  top  steel  stars  were  then 
important  feature 'players  on  the  bill.  Mc¬ 
Donald  had  risen  frW  personal  secretary  to 
Murray  to  secretary -treasurer  of  the  union; 
Blough  was  Fairless’  qpunsel. 

The  bargaining,  however,  was  three-cor¬ 
nered,  because  PresidenV  Truman’s  adminis¬ 
tration  had  to  be  in  the  sicture.  The  nego¬ 
tiations  rambled  from  the  White  House  to 
United  States  Steel’s  suites  at  the  Carlton 
Hotel. 

The  union  wanted  a  big  w&ge  increase  for 
itself  and  as  a  pattern  for  mstes-production 
industries.  The  corporation,  then  as  now, 
insisted  that  any  wage  increase  wVuld  require 
a  hefty  price  increase.  A  strike  'would  im¬ 
peril  reconversion  by  making  scarce  goods 
even  scarcer. 

Murray  and  Fairless  pushed  andVhauled 
with  each  other,  John  Snyder,  the  Recon¬ 
version  Director,  and  Chester  Bowleg  the 
Price  Administrator.  Bowles  tried  to 'hold 
the  price  increase  down  to  $2.50  a  \pn. 
Snyder  was  more  flexible. 

At  the  11th  hour,  Mr.  Truman  proposed' 
compromise:  an  18.5  cent  wage  increase  and 
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a  $4-a-ton\price  boost.  Murray  accepted  this; 
Fairless  said,  “No.”  A  crippling  4-week  strike 
then  followed  until  Mr.  Truman  offered,  the 
corporation  a'nother  $l-a-ton  price  raise. 
And  the  steelworkers  went  back  to  their  jobs 
with  the  18.5  ce: 

In  effect,  this  w\s  a  strike  to  get  a  price 
increase,  because  il^ither  the  Government 
nor  the  corporation  opposed  the  18.5  cents 
in  wages. 

Why  did  Fairless  do  tXis?  His  friends  re¬ 
call  that  steel  was  the  ipodel  industry  in 
cooperating  with  wartime  place  controls.  His 
friends  say,  however,  that  many  industrial¬ 
ists  felt  that  prices  and  wages\had  been  held 
down  artificially  and,  with  tim  war  over, 
should  be  gradually  raised.  Fair-less  himself 
was  afraid  that  the  economy  would  not  ex¬ 
pand;  that  steel’s  most  profitable  policy  was 
to  operate  with  rising  prices  and  reduftpd  pro¬ 
duction.  This  same  thinking  is  believed  to 
dominate  the  industry’s  mind  today.  \ 

Critics  of  Fairless  say  he  acted  as  he  difl, to 
break  price  and  wage  controls.  In  this,  he 
had  much  support.  For  only  9  months  latei\ 
in  November  1946,  controls  were  virtually', 
wiped  out.  The  voters  had  had  enough,  too. 
So  they  elected  a  Republican  Congress. 

NO  BARS  THIS  TIME 

Ten  years  later,  in  the  summer  of  1956, 
the  steel  bargaining  was  again  the  central 
economic  drama.  The  decade  had  been 
dizzingly  prosperous  for  some.  Income  and 
output  records  had  been  broken  annually — 
except  in  slump  years.  Cold  war  and  Ko¬ 
rean  war  had  left  the  economy  with  a  struc¬ 
ture  not  completely  unlike  that  of  World 
War  II. 

But  there  were  no  controls.  Prices  went 
up.  Wages  went  up.  The  stock  market 
went  up. 

Workers  in  the  big  unionized  industries 
got  real  gains  in  income.  Shareholders  in 
the  basic  industries  did  even  better  and 
their  profits  were  taxed  at  no  more  than 
25  percent. 

Others — farmers,  white  collar  workers,  civil 
servants,  old-age  pensioners — didn’t  fare  as 
well. 

The  chief  actors  in  the  steel  play  had 
changed,  however,  by  1956.  Murray  had 
died.  McDonald,  his  former  secretary,  was 
president  of  the  union.  Blough,  the  suave, 
glib  lawyer,  had  replaced  Fairless. 

The  plot  of  the  story  hadn’t  changed, 
however.  Again  the  strike  ran  4  weeks.  It 
was  followed  by  wage  and  price  increases. 

Then  as  now,  the  word  had  gone  out  early 
that  a  month-long  strike  was  in  the  cards. 
So  the  customers  had  hurried  to  stock  up  on 
steel  ahead  of  the  deadline. 

Friends  of  Labor  Secretary  James  P. 
Mitchell  and  Treasury  Secretary  George  M. 
Humphrey  let  it  be  known  that  these  two 
had  settled  the  strike  in  secret.  However, 
many  skeptics  figured  that  this  was  a  face 
saving  device  to  get  the  union  and  the  co 
poration  off  the  hook.  The  skeptics  figu/d 
that  the  prestrike  scare  talk  had  buildup 
inventories  to  a  point  where  a  strik/  was 
necessary  to  bring  them  down. 

TWO  ALTERNATIVES 

A  way  of  reducing  inventories /without  a 
strike  would  have  been  to  cuL/prices,  but 
that  is  something  that  steel  just  doesn’t  try. 
Still  another  alternative  to  st  strike  would 
have  been  to  cut  back  promotion  and  lay 
off  men.  / 

But  the  arrangement  /hich  was  devised 
left  the  industry  and  /he  union  satisfied. 
From  1947  through  1958,  the  wholesale  price 
of  finished  steel  wei*t  up  101  percent;  all 
industrial  prices,  3/percent,  and  all  whole¬ 
sale  commodity  n/ices,  24  percent.  In  the 
same  period,  steelworkers’  wages  went  up 
100  percent  an<5  all  manufacturing  wages, 
72  percent.  / 

Since  moj/  steel  was  being  produced  by 
fewer  workers,  the  companies  were  making 
fine  profit®.  These  don’t  show  up  too  clearly 


in  the  annual  reports  because  fast  tax 
writeoffs  obscure  true  profits.  The  Senate 
Antitrust  Subcommittee  has  shown,  how¬ 
ever,  that  profits  per  ton  went  up  from  $7.47 
in  early  1953  to  $19.31  in  late  1958,  a  jump 
of  more  than  250  percent. 

FROM  $12  TO  $100 

All  this  has  been  fine  for  the  stockholders, 
too.  A  man  who  bought  United  States  Steel 
at  its  average  price  of  $12  a  share  in  1957 
could  have  turned  an  $88  per  share  profit 
when  it  hit  $100  recently.  Since  then,  with 
the  heat  being  turned  on  against  any  price  ' 
increase,  it  has  slipped  a  shade  under  $90. 
But  from  $12  to  $90  is  a  nice  gain,  especially 
since  the  top  tax  rate  on  this  is  25  percent. 

And,  for  Blough  and  fellow  executives,  this 
is  an  especially  rewarding  picture,  because 
from  time  to  time  they  issue  themselves  op¬ 
tions  enabling  them  to  buy  thousands  of 
steel  shares  later  at  fixed  prices.  As  of  Janu¬ 
ary  1,  Blough  and  257  other  big  steel  execu¬ 
tives  had  claims  on  stock  which  would  yield 
them  an  $18  million  profit. 

All  this,  however,  is  against  the  current 
background  of  high  unemployment.  Jobs 
'  .re  short  in  steel,  too.  Also  in  the  picture 
iSvthe  late  and  curious  recession  with  its  ris¬ 
ings  prices.  These  factors  are  fueling  the 
heatCfrom  Capitol  Hill,  the  Federal  Reserve 
BoardV  and  the  White  House. 

Senator  Estes  Kefaever,  Democrat,  of 
Tennessee,  has  invited  Blough  and  McDonald, y 
along  with  General  Motors  Chairman  Free 
eric  Donnes,  and  United  Auto  Workers  Pres 
dent  WalteiAReuther,  to  testify  on  a  nnce 
notification  bm  before  the  steel  negotiations 
begin.  Both  steel  men  are  expected  / a  op¬ 
pose  vigorously  any  effort  to  make  tjfem  tell 
the  Government  m  advance  why  j/ey  raise 
their  prices  and  wages. 

Public  relations  advisers  for  /both  union 
and  the  industry  ( anavthey  slyu-e  some)  are 
telling  their  clients  tha\  another  wage-price 
boost  in  steel,  or  an  inventory-clearing  strike, 
will  build  up  even  more  support  for  the  dis¬ 
liked  bill. 

However,  United  Stages  Steel  is  under¬ 
standably  reluctant  tar  forgo  aWalkout.  As 
things  now  stand,  thf  corporation  can  blame 
the  union  for  priced increases.  A\d  it  saves 
money  by  taking  a/strike. 

If  steel  were  row  producing  for  goal  de¬ 
mand  instead  of  for  strike-scared  customers, 
it  would  have/o  lay  off  men.  This  woura  in¬ 
crease  its  unemployment  compensation  taxes 
and  force  /  to  pay  out  supplemental  uner 
ployment/beneftts. 

Nevertheless,  by  last  weekend  the  heat  was 
so  strong  that  there  were  rumors  of  a  new 
faceySaving  device  with  political  overtones. 

A  suggestion  has  been  sent  aloft  that  Vice 
Pi/sident  Nixon’s  Cabinet  Commitee  on  In- 
ition  hear  McDonald  and  Blough  before 
Iefauver  gets  to  them. 

If  this  script  goes  according  to  one  plan, 
there  will  be  a  wage  increase  but  little  or  no 
price  increase.  And  the  Vice  President  will 
emerge  as  the  hero  who  stopped  inflation. 

Predictions  are  worthless  here.  With  such 
brilliant  actors  and  such  high  drama,  only 
the  men  who  write  the  scripts  can  foretell 
how  the  third  act  will  come  out.  And  these 
script  writers  are  busy  repolishing  even  that. 


MUTUAL  SECURITY  PROGRAM 
UNDER  FIRE 

Mr.  WILEY.  Mr.  President,  the  mu¬ 
tual  security  program,  now  being  con¬ 
sidered  by  the  House  Committee  on  For¬ 
eign  Affairs,  wall  again  be  under  heavy 
fire  in  Congress  this  year. 

We  recall  that  President  Eisenhower 
recently  has  restressed  the  need  for  a 
strong  mutual  security  program  as  es¬ 
sential  to  our  national,  as  well  as  free 
world  defense.  Constructively,  leaders 


of  the  Democratic  Party,  including  for? 
mer  President  Truman,  have  also  urge 
the  approval  by  Congress  of  ample  funds 
to  carry  on  an  effective  mutual  security 
program.  In  addition,  we  recall  that 
the  President’s  Committee  To  Study  the 
United  States  Military  Assistance  Pro¬ 
gram,  headed  by  William  H.  Draper,  Jr., 
not  only  urged  approval  oy  the  Presi¬ 
dent’s  recommendations  but  stressed  the 
need  for  additional  funds/to  gird  up  the 
free  west  alliance  in  it«  efforts  to  ob¬ 
struct  Communist  expansion.  Prior  to 
this  report,  specially/  appointed  groups 
containing  representatives  of  business, 
labor,  the  military1;  and  other  cross  sec¬ 
tions  of  American  life,  have  reviewed 
this  program/ in  detail  and  almost 
unanimously  /ave  agreed  that  it  is  an 
essential  pa/t  of  our  defense  program. 

We  recognize,  of  course,  that  it  is 
difficult  to  gain  popular  support  for  the 
idea  that  American  taxpayers’  dollars 
are  b/ng  spent  abroad  if  the  impres¬ 
sion /Is  given  widely  that  these  funds 
are'  either  being  misspent  or  that  the 
program,  itself,  is  an  impractical,  if  not 
leless,  way  to  spend  American  dollars, 
thus  creating  a  hardship  on  the  tax¬ 
payers. 

As  a  taxpayer,  myself,  I  am,  like  every 
other  American,  concerned  with  assur¬ 
ing  that  the  expenditures  for  this,  or 
any  other  program,  are  handled  wisely, 
efficiently,  and  in  the  best  interests  of 
the  country. 

Unfortunately,  in  almost  all  pro¬ 
grams — whether  in  private  enterprise  or 
under  federally  administered  projects — 
there  develop,  from  time  to  time,  un¬ 
fortunate  examples  of  poor  judgment, 
miscalculations,  or  plain  mistakes.  We 
recognize,  of  course,  that  “to  err  is  hu¬ 
man.”  Where  errors  have  been  made, 
we  cannot,  of  course,  “sweep  them  under 
the  rug.”  Rather,  we  must  strive  to  cor¬ 
rect  the  situation  and  to  set  up  as  effi¬ 
cient  an  operational  system  as  possible 
to  administer  this,  as  well  as  other,  pro¬ 
grams  which  are  felt  to  be  needed  for 
national  security  and  progress. 

We  realize  that,  historically  speaking, 
te  mutual  security  program  is  a  pioneer 
limits  field.  Never  before  in  history  has 
an\  nation  embarked  on  such  a  broad 
scop^  program  for  mutual  development 
and  security  among  friendly  nations. 

However,  in  view  of  the  criticisms — 
some  perhaps  justified  and  some  unjusti¬ 
fied — it  isVmportant  to  get  before  the 
American  people  the  proper  perspective 
of  how  the  mutual  security  program  is 
being  handled  and  how  it  is  contributing 
to  our  defense. V Particularly,  it  is  im¬ 
portant  to  refute  sfilegations  which  may 
be  untrue.  In  addition,  it  is  necessary 
to  attempt  to  assui\  tljat  unfortunate 
instances  in  which  there  may  have  been 
specific  cases  of  misjudgment  in  admin¬ 
istration  do  not  give  thX  impressiop  of 
reflecting  the  character  \f  the  whole 
program. 

Today  I  received  from  Guilford 
S.  Jameson,  Deputy  Director  lor  Con¬ 
gressional  Relations  of  the  International 
Cooperation  Administration,  a  statement 
prepared  by  ICA  which  that  Agency  reels 
refutes  recent  allegations  made  against 
the  mutual  security  program. 
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the  senior  Senator  from  Minnesota  be 
shown  aka  cosponsor. 

The  PRESIDING  OFFICER.  The  bill 
will  be  received  and  appropriately  re¬ 
ferred;  and /Without  objection,  the  bill 
will  be  printed,  in  the  Record,  and  the 
name  of  the  Senator  from  Minnesota  will 
be  added  as  a  cosponsor. 

The  bill  (S.  1603SI  to  require  Members 
of  Congress,  certairi  other  officers  and 
employees  of  the  United  States,  and  cer¬ 
tain  officials  of  political  parties  to  file 
statements  disclosing  tne  amount  and 
sources  of  their  incomesVthe  value  of 
their  assets,  and  their  dealings  in  secu¬ 
rities  and  commodities,  introduced  by 
Mr.  Morse  (for  himself  and  IJr.  Hum¬ 
phrey),  was  received,  read  twice  by  its 
tifcje,  referred  to  the  Committee  on.  Rules 
and  Administration,  and  ordered  \o  be 
printed  in  the  Record,  as  follows :  \ 

Be  it  enacted  by  the  Senate  and  Honse 
of  Representatives  of  the  United  States  at 
America  in  Congress  assembled.  That  each' 
Member  of  the  Senate  and  House  rat  Rep¬ 
resentatives  (including  each  Delegate  and 
Resident  Commissioner) ;  each  officer  and  em¬ 
ployee  of  the  United  States  who  ( 1 )  receives  a 
salary  at  a  rate  of  $10,000  or  more  per  an¬ 
num  or  (2)  holds  a  position  of  grade  GS-15 
or  above,  and  each  officer  in  the  Armed 
'  Forces  of  the  rank  of  colonel,  or  its  equiv¬ 
alent,  and  above;  and  each  member,  chair¬ 
man,  or  other  officer  of  the  national  commit¬ 
tee  of  a  political  party  shall  file  annually 
with  the  Comptroller  General  a  report  con¬ 
taining  a  full  and  complete  statement  of — 

(1)  the  amount  and  resources  of  all  in¬ 
come  and  gifts  (of  $100  or  more  in  money  or 
value,  or  in  the  case  of  multiple  gifts  from 
one  person,  aggregating  $100  or  more  in 
money  or  value)  received  by  him  or  any  per¬ 
son  on  his  behalf  during  the  *  preceding 
calendar  year; 

(2)  the  value  of  each  asset  held  by  or  en¬ 
trusted  to  him  or  by  or  to  him  and  any 
other  person  and  the  amount  of  each  liability 
owed  by  him,  or  by  him  together  with  any 
other  person  as  of  the  close  of  the  preceding 
year;  and 

(3)  the  amount  and  source  of  all  contri¬ 
butions  during  the  preceding  calendar  year 
to  any  person  who  received  anything  of  value 
on  his  behalf  or  subject  to  his  direction  or 
control  or  who,  with  his  acquiescence,  makes 
payments  for  any  liability  or  expense  in¬ 
curred  by  him. 

Sec.  2.  Each  person  required  by  the  first 
section  to  file  reports  shall,  in  addition,  file, 
semiannually  with  the  Comptroller  Genera * 
a  report  containing  a  full  and  complete  state¬ 
ment  of  all  dealings  in  securities  or  com¬ 
modities  by  him,  or  by  any  person  acting  on 
his  behalf  or  pursuant  to  his  direction,  dur¬ 
ing  the  preceding  six-month  periojY 

Sec.  3.  (a)  Except  as  provided  in ymbsection 
(b) ,  the  reports  required  by  the  first  sec¬ 
tion  of  this  Act  shall  be  filed  not  later  than 
March  31  of  each  year;  and  jfhe  reports  re¬ 
quired  by  section  2  shall  he  filed  not  later 
than  July  31  of  each  year  /or  the  six-month 
period  ending  June  30  of/such  year,  and  not 
later  than  January  31>6f  each  year  for  the 
six-month  period  endjfig  December  31  of  the 
preceding  year.  / 

(b)  In  the  case  /i  any  person  required  to 
file  reports  und^r  this  Act  whose  service 
terminates  prior  to  the  date  prescribed  by 
subsection  (aj  as  the  date  for  filing  any 
report,  such/report  shall  be  filed  on  the  last 
day  of  such  person’s  service,  or  on  such  later 
date,  no/more  than  three  months  after  the 
termination  of  such  service,  as  the'Comp- 
trollejr  General  may  prescribe. 

Sbc.  4.  The  reports  required  by  this  Act 
slyfil  be  in  such  form  and  detail  as  the  Comp¬ 
troller  General  may  prescribe.  The  Comp¬ 
troller  General  may  provide  for  the  grouping 


of  items  of  income,  sources  of  income,  assets, 
liabilities,  and  dealings  in  securities  or  com¬ 
modities,  when  separate  itemization  is  not 
feasible  or  not  necessary  for  an  accurate  dis¬ 
closure  of  a  person’s  income,  net  worth,  or 
dealings  in  securities,  and  commodities. 

Sec.  5.  Any  person  who  willfully  fails  to 
file  a  report  required  by  this  Act  or  who 
willfully  and  knowingly  files  a  false  report 
shall  be  fined  $2,000  or  imprisoned  for  not 
more  than  five  years,  or  both. 

Sec.  6.  (a)  As  used  in  this  Act — 

(1)  The  term  “income”  means  gross  in¬ 
come  as  defined  in  section  22(a)  of  the  In¬ 
ternal  Revenue  Code. 

(2)  The  term  “security”  means  security  as 
defined  in  section  2  of  the  Securities  Act  of' 
1933,  as  amended  (U.S.C.,  title  15,  sec.  77b). 

(3)  The  term  “commodity”  means  com¬ 
modity  as  defined  in  section  2  of  the  Com¬ 
modity  Exchange  Act,  as  amended  (U.S.C., 
title  7,  sec.  2) . 

(4)  The  term  “dealings  in  securities  or 
commodities”  means  any  acquisition,  hold¬ 
ing,  withholding,  use,  transfer,  disposition,  or 
other  transaction  involving  any  security  or 
commodity., 

V  (5)  The  term  “person”  includes  an  indi¬ 
vidual,  partnership,  trust,  estate,  association, 
coloration,  or  society. 

(bO  For  the  purposes  of  any  report  required 
by  this  Act,  a  person  shall  be  considered  to/ 
be  a  Member  of  the  Senate  or  House  of 
Representatives,  an  officer  or  employee  of  the 
United  Saates  and  of  the  armed  services  as 
described  ill  the  first  section  of  this  Act,  or 
a  member,  chairman,  or  other  officer/of  the 
national  comnuttee  of  a  political  pa/ly,  if  he 
served  ?with  ok  without  compensation)  in 
any  such  position  during  the  period  to  be 
covered  by  such  report,  notwithstanding  that 
his  service  may  ha vk  terminated  prior  to  De¬ 
cember  31  of  such  caiendar/year. 

Sec.  7.  The  Comptroller  JGeneral  shall  have 
authority  to  issue,  reissk/,  and  amend  rules 
and  regulations  goverrfingrtlie  publication  of 
reports,  or  any  part  of  them.  He  shall  pre¬ 
scribe  fees  to  cover  /he  cost\f  reproduction. 
In  formulating  sutti  rules  ahd  regulations, 
he  shall  seek  tor  maximize  tnk  availability 
of  reports  for  purposes  of  informing  the  pub¬ 
lic  and  agencies  and  officials  of  the  Federal 
and  local  go/ernments,  and  to  minimize  use 
of  such  records  for  private  purposes^ 


FIFTIETH  ANNIVERSARY  OF  DIS¬ 
COVERY  OF  THE  NORTH  POLE  BY 

/REAR  ADM.  ROBERT  E.  PEARY  ' 

/  Mrs.  SMITH  of  Maine.  Mr.  President, 
yesterday,  April  6,  was  the  50th  anniver¬ 
sary  of  the  discovery  of  the  North  Pole 
by  a  U.S.  naval  officer.  Rear  Adm.  Robert 
E.  Peary. 

Although  his  accomplishment  and  his 
fame  are  deservedly  international,  the 
State  of  Maine  is,  needless  to  say,  proud 
of  Peary. 

He  was  born  in  Cresson,  Pa.,  in  May  of 
1856,  of  Maine  parents,  and  was  brought 
up  in  Portland,  Maine.  Bowdoin  College, 
in  Brunswick,  graduated  him  as  a  trained 
civil  engineer  in  1877.  As  a  young  man, 
he  lived  and  worked  as  a  surveyor  and 
taxidermist  in  Fryeburg,  Maine.  With 
the  first  money  he  earned  after  college, 
he  bought  Eagle  Island,  in  Casco  Bay, 
Maine,  and  later  established  there  the 
most  nearly  permanent,  and  certainly  the 
best  loved,  home  of  his  life. 

In  1881,  he  was  commissioned  a  lieu¬ 
tenant  in  the  Civil  Engineer  Corps  of  the 
Navy,  as  a  result  of  competitive  exam¬ 
inations,  and  was  assigned  two  projects, 
which  he  completed,  in  the  tropics:  the 
salvage  and  reconstruction  of  a  col¬ 


lapsed  pier  at  Key  West,  Fla,;  and  the / 
preliminary  survey  for  a  sea  level,  inter/' 
oceanic  canal  through  Nicaragua.  / 

After  his  Nicaraguan  duty,  and  wjfile 
he  was  back  on  duty  in  Washington,  he 
became  interested  in  the  Arct y&.  In 
1886,  2  years  before  his  marriage  to 
Josephine  Diebitsch,  he  begair  a  series 
of  expeditions  to  Greenland,  which 
ended  23  years  later  with  tone  discovery 
of  the  pole.  The  first  tw*C  in  1886  and 
1892,  were  reconnaissance  and  experi¬ 
ence  trips.  In  1892,  and  again  in  1894, 
he  crossed  the  greag  Greenland  icecap 
from  west  to  east.  / 

In  1898,  he  was/granted  4  years’  leave, 
to  pursue  his  Acetic  work;  and  he  spent 
from  1898  to/1 9 02  in  the  Far  North. 
That  was  his  first  expedition  with  the 
North  Pole  At  its  goal;  and  in  the  course 
of  those  Jf  years  he  learned  a  valuable 
lesson.  /The  ships  of  the  time  were  un¬ 
able,  eyen  in  the  summer  months,  to  get 
him  /ar  enough  north  against  the  sea 
and/the  ice.  By  the  time  his  men  and 
dpgs  had  trekked  to  the  shores  of  the 
Arctic  Ocean  they  were  no  longer  fresh 
and  strong  enough  to  attain  the  Pole. 

Back  in  Maine,  he  had  the  Roosevelt — 
named  for  his  friend  and  supporter  The¬ 
odore  Roosevelt — specially  designed  and 
built.  She  was  designed  by  a  Maine 
man,  incorporating  special  features  of 
Peary’s  own,  and  was  built  in  Bucksport, 
Maine,  by  Maine  craftsmen  especially 
for  navigation  in  the  ice.  With  the 
Roosevelt  as  a  base,  in  1906  he  attained 
the  farthest  north  yet  reached  by  man, 
87°06''  N.  latitude. 

Finally,  again  using  the  Roosevelt,  and 
on  feet  from  which  the  toes  had  been 
amputated,  after  they  were  frozen  years 
before,  Peary  walked  the  thousand  miles 
to  the  pole  and  back  in  1909.  No  other 
party  has  ever  walked  to  the  North  Pole. 
Admiral  Peary  was  the  first  man  at 
either  pole  of  the  earth.  After  his  last 
polar  expedition,  he  devoted  himself  to 
the  advocacy  of  aviation  for  defense  and 
exploration. 

Peary  died  in  1920.  He  left  a  son, 
Robert  E.  Peary,  Jr.,  who  is  also  a  civil 
^engineer,  and  who  has  spent  years  in 
\he  Arctic  on  military  construction 
projects.  He  also  left  a  daughter,  Marie 
Pea^y  Stafford,  who  has  made  a  dis¬ 
tinguished  career  of  writing  and  lectur¬ 
ing  ami  exploring  on  her  own.  Both  hold 
degreesNfrom  Bowdoin  College,  Maine, 
although^  by  the  nature  of  Bowdoin, 
Mrs.  Staffers  degree  must  be  honorary. 

Three  grandsons  have  followed  the 
tradition  of  tne  naval  service,  all  in  naval 
aviation.  OneAPeary  D.  Stafford,  after 
a  distinguished\combat  record  as  a 
career  pilot,  was  Killed  in  a  tragic  mid¬ 
air  collision  in  1946  ^mother  is  presently 
flying  out  of  Guam  as  an  electronics 
technician;  the  third,  Comdr.  Edward 
Peary  Stafford,  after  a^recent  tour  as 
operations  officer  of  an  \irborne  early 
warning  squadron  in  the  North  Atlantic, 
is  stationed  in  Washington  ak  one  of  the 
two  naval  liaison  officers  to\the  Sen¬ 
ate.  In  what  spare  time  this  assignment 
permits,  he  also  writes  and  lectunps. 

Yesterday,  Commander  StafforcKwas 
present  and  spoke  at  the  ceremony  com¬ 
memorating  this  50th  anniversary,  at  his 
grandfather's  grave  in  Arlington  Na- 
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tkmal  Cemetery.  I  think  his  remarks 
were  especially  timely  and  well  justified. 
I  a^k  unanimous  consent  that  they  be 
printed  at  this  point  in  the  Record,  in 
connection  with  my  own  remarks. 

The^e  being  no  objection,  the  state¬ 
ment  \inas  ordered  to  be  printed  in  the 
Record, Vs  follows : 

Statement  by  Comdr.  Edward  Peary 
\  Stafford 

In  these  days  when  our  country  finds  it-, 
self  challenged  and  threatened  around  the 
world,  it  is  gocki  for  those  of  us  in  the  armed 
services  to  examine  our  strength  and  our 
weakness.  \ 

I  think  we  knoV  our  strength  well  enough. 

Our  weakness  lies  at  least  partially  in  a 
tendency  toward  softness,  in  an  overemphasis 
on  the  easy,  pleasant  life  available  to  us  at 
home  with  our  families.  We  tend  to  gripe 
when  we  are  ordered  \p  sea  and  we  do  not 
always  feel  that  we  areVaid  quite  enough. 

The  distinguished  naW  officer  whom  we 
honor  here  today  set  us  ah  example  which  is 
worth  considering.  '  For  26  years,  he  made 
repeated  expeditions  into\  the  far  north 
which  at  that  time  was  months  away  and 
completely  out  of  contact  with  the  rest  of 
the  world.  Year  after  year  l\e  spent  away 
from  his  family,  which  he  lovqd,  doing  the 
hardest  kind  of  physical  labor.  Finally,  when 
he  was  53  years  old,  he  walked  the  500  miles 
over  the  broken  ice  and  pressure,  ridges  of 
the  Polar  Sea  from  Cape  Columbia  to  the 
Pole  and  the  500  miles  back.  It  tbok  him 
53  days.  He  did  it  for  two  reasonsN  First, 
because  it  had  not  been  done  before  arm  was 
said  to  be  impossible  to  do,  and  second,  be¬ 
cause  he  wanted  the  United  States  anti,  the 
U.S.  Navy  to  be  first  at  the  pole.  \ 

For  25  years  of  hard  work,  away  from  home, 
it  paid  very  poorly,  but  he  was  well  content. 

This,  I  am  proud  to  say,  is  the  tradition 
of  our  Navy  and  it  is  good  to  remember.  \ 


AMENDMENT  OP  REORGANIZATION 
PLAN  NO.  2  OF  1953 

Mr.  MANSFIELD.  Mr.  President,  I 
suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER  (Mr.  Jav- 
its  in  the  chair).  The  clerk  will  call 
the  roll. 

The  legislative  clerk  proceeded  to  call 
the  roll. 

Mr.  HUMPHREY.  Mr.  President,  I 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER  (Mr. 
Hart  in  the  chair).  Without  objection, 
it  is  so  ordered. 

Mr.  HUMPHREY.  Mr.  President,  the 
pending  business,  as  I  understand,  is 
Calendar  No.  131,  Senate  bill  144,  to 
amend  Reorganization  Plan  No.  2  of 
1953. 

The  PRESIDING  OFFICER.  The 
Senator  is  correct. 

The  Senate  resumed  the  considera¬ 
tion  of  the  bill  (S.  144)  to  amend  Re¬ 
organization  Plan  No.  2  of  1953. 

Mr.  HUMPHREY.  Mr.  President,  this 
bill  was  introduced  on  January  9,  by  me 
and  some  20  cosponsors,  and  it  is  a  bill 
which  has  received  the  approval  of  the 
Committee  on  Government  Operations. 
Its  purpose  is  to  restore  to  the  adminis¬ 
trator  of  the  Rural  Electrification  Ad¬ 
ministration  the  statutory  authority  for 
the  granting  of  rural  electrification 
loans  vested  in  him  by  the  Rural  Elec¬ 
trification  Act  of  1936— Public  Law  605, 
74th  Congress. 


This  authority,  which  the  adminis¬ 
trator  exercised  for  so  many  years  in 
the  administration  of  what  we  all  know 
has  been  a  highly  successful  program, 
was  assumed  by  the  Secretary  of  Agri¬ 
culture  about  a  year  and  a  half  ago. 
The  action  to  curb  the  administrator  was 
taken,  according  to  statements  made  by 
the  Secretary  and  his  general  counsel, 
pursuant  to  the  Reorganization  Plan  II 
of  1939  and  Reorganization  Plan  No.  2 
of  1953. 

As  a  consequence  of  the  Secretary’s 
action,  the  REA  Administrator  today 
must  have  prior  approval  from  an  As¬ 
sistant  to  the  Secretary  before  he  can 
make  certain  loans.  These  loans  include 
all  the  major  loans  in  both  the  electric 
and  telephone  programs. 

The  bill  before  the  Senate  for  action 
and  approval,  S.  144,  seeks  to  correct  this 
situation  before  serious  harm  can  be 
done  to  the  REA  program.  The  bill  will 
put  back  in  the  Administrator’s  hands 
the  loan-making  authority  originally 
vested  in  him  by  the  Congress — an  au¬ 
thority  exercised  by  each  Administrator 
through  the  years  until  the  present 
period. 

As  Senators  know,  I  introduced  a  bill 
for  this  purpose  in  the  last  Congress, 
that  is,  the  85th  Congress.  The  session 
adjourned  before  the  committee  took 
action.  In  January  of  this  year  I  .intro¬ 
duced  S.  144,  and  I  am  proud  that  the 
following  distinguished  Senators  joined 
me  in  sponsorship  of  the  bill:  Senators 
Mansfield,  Hennings,  Magnuson,  Yar¬ 
borough,  Johnston  of  South  Carolina, 
Hill,  Langer,  Murray,  Hartke,  Jackson, 
Kerr,  Proxmire,  Morse,  Kefauver, 
Thurmond,  Jordan,  Kennedy,  Ful- 
bright.  Young  of  North  Dakota,  Spark¬ 
man,  Carroll,  O’Mahoney,  Douglas, 
Monroney,  and  McCarthy. 

At  this  point,  Mr.  President,  I  should 
like  to  present  the  findings  of  the  Com¬ 
mittee  on  Government  Operations,  which 
deal  with  this  highly  important  issue,  as 
follows: 

The  Committee  on  Government  Operations 
recommends  the  enactment  of  S.  144,  after 
extensive  examination  of  the  operations  of 
the  Rural  Electrification  Administration 
since  its  establishment  in  1936.  In  taking 
this  action  the  committee  bases  its  recom¬ 
mendation  on  the  following  factors: 

1.  It  was  clearly  the  intent  of  the  Congress 
when  it  established  the  Rural  Electrification 
Administration  that  all' of  its  powers  should 
be  exercised  by  the  REA  Administrator. 
Section  1  of  Public  Law  605,  74th  Congress, 
as  originally  enacted,  reads: 

"Be  it  enacted,  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  there 
is  hereby  created  and  established  an  agency 
of  the  United  States  to  be  known  as  the 
‘Rural  Electrification  Administration’,  all  of ' 
the  powers  of.  which  shall  be  exercised  by  an 
Administrator.” 

2.  It  is  also  clear  it  was  the  intent  of  the 
Congress  that  the  authority  to  grant  rural 
electrification  loans  should  be  lodged  di¬ 
rectly  in  the  REA  Administrator,  subject  to 
the  terms  of  the  Rural  Electrification  Act. 
Section  2  of  Public  Law  605,  74th  Congress, 
specifically  authorized  the  REA  Administra¬ 
tor  to  make  loans,  as  follows: 

“The  Administrator  is  authorized  and  em¬ 
powered  to  make  loans  in  the  several  States 
and  Territories  of  the  United  States  for 
rural  electrifiaction  and  the  furnishing  of 
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electric  energy  to  persons  in  rural  areas 
who  are  not  receiving  central  station  serv¬ 
ice,  as  hereinafter  provided  *  •  *” 

3.  It  is  also  clear  that  it  was  the  intent 
of  the  Congress  that  the  Rural  Electrification 
Administration  should  be  administered  on  a 
nonpolitical  or  nonpartisan  basis.  Section  9 
of  Public  Law  605,  74th  Congress,  reads: 

"This  act  shall  be  administered  entirely 
on  a  nonpartisan  basis,  and  in  the  appoint¬ 
ment  of  officials,  the  selection  of  employ¬ 
ees,  and  in  the  promotion  of  any  such  of¬ 
ficials  or  employees,  no  political  test  or 
qualification  shall  be  permitted  or  given 
consideration,  but  all  such  appointments 
and  promotions  shall  be  given  and  made  on 
the  basis  of  merit  and  efficiency.” 

4.  As  noted  above.  Reorganization  Plan 
No.  2  of  1953  transferred  all  functions  of  the 
Rural  Electrification  Administration,  includ¬ 
ing  the  REA  Administrator’s  authority  to 
grant  loans,  to  the  Secretary  of  Agriculture. 

Although  the  present  Secretary  of  Agricul¬ 
ture  has  delegated  the  performance  of  these 
functions  to  the  present  REA  Administrator, 
it  is  the  committee’s  finding  that  the  vest¬ 
ing  of  the  Rural  Electrification  Administra¬ 
tor’s  powers  in  the  Secretary  of  Agriculture 
conflicts  directly  with  long  standing  con- 
gression  intent  expressed  in  the  basic  Rural 
Electrification  Act. 

It  is,  therefore,  the  committee’s  conclusion 
that,  in  the  best  interests  of  the  rural  elec¬ 
trification  program,  the  powers  specifically 
granted  the  REA  Administrator  by  Public 
Law  605  of  the  74th  Congress  relating  to 
the  granting  of  rural  electrification  loans 
should  be  restored. 

These  are  the  findings  the  Committee 
on  Government  Operations  arrived  at 
after  long  and  careful  consideration  of 
the  whole  question  of  whether  the  loan¬ 
making  power  of  the  REA  Administrator 
should  be  curtailed  as  it  has  been. 

The  bill  before  the  Senate  today  is 
designed  to  accomplish  two  purposes:  To 
keep  REA  intact  as  an  agency,  and  to 
put  loan-making  back  into  the  hands  of 
the  Administrator. 

First.  The  bill,  first  of  all,  will  prevent 
the  Secretary  of  Agriculture  from  trans¬ 
ferring  the  functions  and  activities  of 
REA  to  other  agencies,  bureaus,  or  offices 
of  the  Department  of  Agriculture.  It 
requires  that  the  Rural  Electrification 
Administration  be  kept  intact  within  the 
Department  of  Agriculture  as  an  inte¬ 
gral  unit,  with  all  of  the  functions  and 
duties  pertaining  to  the  administration 
of  the  Rural  Electrification  Act  being 
performed  by  that  unit.  In  this  respect, 
no  change  has  been  made  from  the  man¬ 
ner  in  which  the  Rural  Electrification 
Administration  actually  has  operated 
since  it  was  first  transferred  to  the  De¬ 
partment  of  Agriculture  back  in  1939. 
It  has  always  operated  as  an  integral 
unit  within  the  Department,  and  I  am 
sure  it  is  the  intention  of  Congress  that 
it  shall  continue  to  be  so  operated.  This 
bill  will  insure  that  it  will  continue  to 
be  so  operated. 

Reorganization  Plan  n  of  1939  pro¬ 
vided  for  the  operation  of  Rural  Elec¬ 
trification  Administration  as  a  unit 
within  the  Department  of  Agriculture. 
Reorganization  Plan  No.  2  of  1953  gave 
the  Secretary  of  Agriculture  the  author¬ 
ity  to  transfer  records,  property,  per¬ 
sonnel,  appropriations,  allocations,  and 
other  funds  as  he  deems  necessary  to 
carry  out  the  plan.  Thus,  under  Re¬ 
organization  Plan  No.  2  of  1953,  the  Sec- 


1959 


CONGRESSIONAL  RECORD  —  SENATE 


retary  has  the  right  to  break  up  the 
integral  unit  that  we  know  as  REA  and 
have  its  functions  exercised  by  other 
agencies,  bureaus,  or  offices  of  the  De¬ 
partment  of  Agriculture. 

When  Reorganization  Plan  No.  2  of 
1953  was  being  considered  by  the  Con¬ 
gress,  fears  were  expressed  that  the  Sec¬ 
retary  might  transfer  functions  of  REA 
to  other  parts  of  the  Department. 

Mr.  MANSFIELD.  Mr.  President,  will 
the  Senator  yield? 

Mr.  HUMPHREY.  I  yield. 

Mr.  MANSFIELD.  Is  it  true  that 
within  the  Department  of  Agriculture, 
the  Department  in  which  the  Rural  Elec¬ 
trification  Administration  is  now  located, 
the  powers  of  the  Administrator  of  the 
REA  have  been  diluted  to  an  extent,  in 
that  he  can  approve  loans  up  to  a  certain 
amount  but  with  regard  to  loans  above 
that  certain  amount  someone  else  must 
step  in  to  approve  or  disapprove? 

Mr.  HUMPHREY.  The  Senator  is 
correct.  For  loans  up  to  $500,000  the 
REA  Administrator  has  final  approval, 
but  for  loans  over  $500,000  the  final 
approval  rests  with  the  Secretary  of 
Agriculture  or  his  assistant.  I  refer  to 
an  assistant  to  the  Secretary  of  Agricul- 
ture,  whose  appointment  is  not  confirmed 
by  the  Senate,  who  is  only  a  depart¬ 
mental  employee.  It  is  a  process,  there¬ 
fore,  which  vests  final  approval  of  REA 
loans  of  any  significant  amount  in  the 
hands  of  a  person  whose  appointment  is 
not  confirmed  by  the  Senate  and  who  is 
not  a  Presidential  appointee,  yet  who  can 
supersede  the  authority  of  the  REA  Ad¬ 
ministrator,  who  is  appointed  by  the 
President  and  whose  appointment  must 
be  confirmed  by  the  Senate. 

Mr.  MANSFIELD.  Mr.  President,  will 
the  Senator  yield  further? 

Mr.  HUMPHREY.  I  yield. 

Mr.  MANSFIELD.  Is- it  not  true  that 
the  Administrator  of  the  REA  at  the 
present  time  is  supposedly  acting  under 
the  direction  of  the  Secretary  of  Agri¬ 
culture? 

Mr.  HUMPHREY.  The  Senator  is 
correct. 

Mr.  MANSFIELD.  Why  is  it  necessary 
to  have  another  person  to  pass  upon 
loans  above  $500,000,  when  the  Adminis¬ 
trator’s  appointment  is  confirmed  by  the 
Senate  and  the  Administrator  himself  is 
a  Presidential  appointee?  The  Adminis¬ 
trator  can  pass  upon  loans  only  up  to 
$500,000.  Why  is  there  such  a  discrep¬ 
ancy?  Why  is  there  a  diminution  of 
power  on  the  part  of  the  Administrator 
of  REA,  who  is  supposed  to  be  in  control 
of  this  particular  segment  of  the  Depart¬ 
ment  of  Agriculture? 

Mi'.  HUMPHREY.  It  is  to  that  very 
obvious  weakness  in  the  present  situa¬ 
tion  that  the  bill,  S.  144,  is  directed. 
S.  144  would  remove  the  middleman  and 
the  authority  of  the  middleman,  who  is 
the  assistant  to  the  Secretary  and  who 
presently  exercises  the  authority. 

Senate  bill  144  would  also  make  it 
mandatory  that  the  REA  be  preserved 
as  an  integral  unit  in  the  Department 
of  Agriculture,  with  the  loan-making 
authority  of  the  Administrator  exclusive 
and  not  subject  to  the  whim  or  control 
of  anyone,  including  the  Secretary. 

Mr.  MANSFIELD.  I  thank  the  Sen¬ 
ator.  If  he  will  yield  further,  I  believe 


I  am  correct  in  stating  this  is  not  the 
first  time  the  distinguished  senior  Sen¬ 
ator  from  Minnesota  has  introduced  such 
a  bill. 

Mr.  HUMPHREY.  It  is  not.  In  fact, 
I  introduced  a  similar  bill  in  the  85th 
Congress. 

Mr.  MANSFIELD.  This  is  the  first 
time,  however,  the  measure  has  come  to 
the  floor  of  the  Senate  for  consideration 
and,  I  hope,  for  approval. 

Mr.  HUMPHREY.  The  Senator  is 
correct.  It  is  our  hope  that  we  shall 
be  able  to  expedite  action  on  this  meas¬ 
ure.  I  believe  the  bill  represents  a  re¬ 
form  which  is  long  overdue  and  a  reform 
which  the  evidence  indicates  is  vitally 
needed. 

Mr.  MANSFIELD.  Mr.  President,  will 
the  Senator  yield  further? 

Mr.  HUMPHREY.  I  yield. 

Mr.  MANSFIELD.  I  am  happy  to  be 
a  cosponsor  of  the  bill  along  with  some 
20  other  Senators,  under  the  leadership 
of  the  senior  Senator  from  Minnesota. 

Is  there  anything  in  the  measure 
which  would  tend  to  keep  the  interest 
rates  of  the  REA’s  at  2  percent,  rather 
than  to  raise  them  to  a  contemplated  4- 
percent  figure  about  which  I  have  heard 
rumors  from  time  to  time  as  being 
in  accord  with  the  policy  of  the  admin¬ 
istration? 

Mr.  HUMPHREY.  The  bill  is  not  di¬ 
rected  toward  the  question  of  interest 
rates.  It  would,  however,  maintain  in¬ 
tact  the  present  2  percent  interest  rate, 
because  the  bill  does  not  in  any  way 
seek  to  amend  that  portion  of  the  law. 
The  bill  does  not  propose  to  raise  the  in¬ 
terest  rate,  but  would  presex-ve  the  status 
quo  in  terms  of  the  interest  rate. 

This  is  essentially  an  organization  bill, 
and  it  relates  to  the  organizational 
structure  of  the  Rural  Electrification 
Administration. 

Mr.  MANSFIELD.  Mr.  President, 
will  the  Senator  yield  further? 

Mr.  HUMPHREY.  I  yield. 

Mr.  MANSFIELD.  Can  the  Senator 
tell  us  what  is  the  record  of  inpayment, 
generally  speaking,  on  the  part  of  the 
REA’s?  I  raise  that  question  because 
in  my  opinion  there  has  never  been  a 
finer  piece  of  legislation  passed  than  the 
Rural  Electrification  Administration 
Act.  It  has  been  a  great  boon  and  has 
brought  much  benefit  to  our  farmers. 

I  raise  the  question  also  because,  as 
I  have  stated  many  times,  in  my  own 
State — and  I  think  the  Senator  from 
Minnesota  is  the  source  of  my  informa¬ 
tion — the  REA  program  has  been  one  of 
the  greatest  assets  for  private  industry, 
as  i-epresented  by  General  Electric, 
Westinghouse,  and  other  corporations. 
That  is  because  when  the  REA’s  elec¬ 
trify  the  farms  the  faxmei's  buy  their 
freezers,  radios,  TV  sets,  refrigerators 
and  other  items  from  the  large  appli¬ 
ance  manufacturers.  Is  that  a  correct 
statement? 

Mr.  HUMPHREY.  The  Senator  is  cor¬ 
rect.  I  believe  the  figure  was  once  given 
that  for  every  dollar  of  investment  in 
the  rui'al  electrification  pi'ogram - 

Mr.  MANSFIELD.  An  investment  in 
America. 

Mr.  HUMPHREY.  The  Senator  is  cor¬ 
rect.  For  every  dollar  of  investment  in 
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the  rural  electrification  prograyi,  an  in¬ 
vestment  in  America,  such  as  the  REA 
distribution  lines  and  the  REA  genera¬ 
tion  plants,  approximately  $6  or  $7  of 
additional  sales  are  generated  for  the 
large  producers  of  eleeti'ical  appliances. 

In  other  words,  evei’y  $1  investment 
in  the  REA’s  produces  $6  or  $7  worth  of 
business  in  the  channels  of  commerce  on 
the  part  of  the  private  merchants — the 
wholesaler's,  manufacturer's,  and  distrib¬ 
utors. 

Mr.  MANSFIELD.  It  is  a  dollar  in¬ 
vested  by  the  Government,  fully  repay¬ 
able,  with  interest. 

Mr.  HUMPHREY.  With  interest. 

Mr.  MANSFIELD.  And  that  dollar  in¬ 
vestment  brings  about  $6  or  $7  worth  of 
business  for  the  private  industries  of  the 
country. 

Mr.  HUMPHREY.  That  is  correct. 

I  should  like  to  make  one  other  point. 
Approximately  $3  billion  has  been  made 
available  for  the  REA  program  in  the 
period  since  1935,  which  is  approxi¬ 
mately  23  years.  Approximately  $3  bil¬ 
lion  has  been  made  available  for  loans 
to  rural  electric  cooperatives,  and  of  that 
$3  billion  more  than  $1  billion  has  al¬ 
ready  been  repaid,  with  interest.  Pay¬ 
ments  have  been  made,  in  most  in¬ 
stances,  ahead  of  schedule.  There  has 
been  a  record  of  repayment  to  the  Gov¬ 
ernment  on  the  part  of  the  REA’s  which 
is  second  to  none  in  any  area  of  Ameri¬ 
can  private  enterprise.  For  example,  I 
know  of  no  industry  which  has  a  better- 
record  of  repayment.  I  know  of  no 
great  construction  area,  such  as  housing 
or  commercial  plants,  with  a  better  rec¬ 
ord  of  repayment.  This  has  been  good 
■business  all  the  way  down  the  line. 

Mr.  MANSFIELD.  Mr.  President,  will 
the  Senator  yield  further? 

Mr.  HUMPHREY.  I  yield. 

Mr.  MANSFIELD.  In  my  opinion  the 
farmer-owned,  farmer -managed  coop¬ 
eratives  have  been  one  of  the  greatest 
assets  ever  made  available  to  the  Ameri¬ 
can  farmers. 

I  am  very  happy  and  proud  to  join, 
under  the  leadership  of  the  distinguished 
senior  Senator  from  Minnesota,  in  spon¬ 
soring  the  proposal.  I  hope  when  the 
time  comes  for  a  vote  we  shall  be  able 
to  pass  the  measure  overwhelmingly,  be¬ 
cause  it  is  long  overdue. 

I  thank  the  Senator. 

Mr.  HUMPHREY.  I  am  deeply  grate¬ 
ful  to  the  Senator  from  Montana  not 
only  for  his  remarks  and  his  contribu¬ 
tion  to  this  discussion  but  also  for  his 
cosponsorship  of  the  measure  which  is 
before  the  Senate  and  for  his  long  dedi¬ 
cation  to  the  rural  electrification  pro¬ 
gram. 

Mr.  CURTIS.  Mr.  President,  will  the 
distinguished  Senator  from  Minnesota 
yield? 

Mr.  HUMPHREY.  I  am  happy  to 
yield. 

Mr.  CURTIS.  The  REA  was  originally 
conceived  and  set  up  as  an  independent 
agency,  was  it  not? 

Mr.  HUMPHREY.  The  Senator  is 
correct.  " 

Mr.  CURTIS.  The  Senator  has  agreed 
that  the  REA  was  originally  conceived 
as  an  independent  agency.  The  two 
Reorganization  Acts,  the  one  of  1939  and 
the  one  of  1953,  placed  the  REA  in  the 
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Department  of  Agriculture  and  gave  the 
Secretary  of  Agriculture  general  au¬ 
thority,  along  with  the  Administrator. 
Is  not  that  correct? 

Mr.  HUMPHREY.  Yes.  They  gave 
the  Secretary  of  Agriculture  what  is 
called  general  supervision,  but  main¬ 
tained  the  integrity  of  the  loan-making 
authority  of  the  Administrator. 

Mr.  CURTIS.  The  Senator’s  bill,  as 
reported  from  the  committee,  on  page  2, 
lines  15  and  16,  contains  the  following 
language:  “under  the  general  direction 
and  supervision  of  the  Secretary  of  Agri¬ 
culture” — 

Mr.  HUMPHREY.  Yes. 

Mr.  CURTIS.  “Except — ”  What  is  it 
that  is  excepted  under  the  terms  of  the 
Senator’s  bill  that  would  not  be  excepted 
under  the  general  supervision  of  the 
Secretary  of  Agriculture? 

Mr.  HUMPHREY.  The  main  func¬ 
tion  of  the  Administrator  of  the  Rural 
Electrification  Administration  is  to  grant 
loans,  or  to  make  decisions  as  to  whether 
or  not  loans  should  be  granted.  The 
purpose  of  the  REA  was  to  provide  long¬ 
term  loans  at  low  rates  of  interest  for  the 
development  of  rural  electric  facilities — 
and,  in  this  instance,  rural  electric  coop¬ 
erative  facilities. 

The  exception  provided  for  in  Senate 
bill  144,  in  lines  16  through  22,  is  as 
follows:  “except  that  insofar  as  such 
functions  relate  to  the  approval  or  dis¬ 
approval  of  loans  authorized  to  be  made 
under  the  Rural  Electrification  Act  of 
1936,  as  amended,  their  exercise  by  the 
Administrator  shall  not  be  subject  to  the 
supervision  or  direction  of,  or  to  any 
other  control  by,  the  Secretary  of  Agri¬ 
culture.” 

Mr.  CURTIS.  In  other  words,  if  Senate 
bill  144,  as  amended  by  the  committee, 
becomes  law,  the  Secretary  of  Agricul¬ 
ture  will  continue  to  have  general  direc¬ 
tion  and  super-vision  of  the  REA  program, 
except  as  to  the  granting  of  loans. 

Mr.  HUMPHREY.  The  Senator  is  cor¬ 
rect.  He  will  have  the  bookkeeping 
functions.  He  will  have  what  may  be 
called  the  housekeeping  functions.  He 
will  present  the  Rural  Electrification 
budget  to  the  committees  of  the  Con¬ 
gress.  When  I  say  “he”  I  mean  the 
Secretary  of  Agriculture,  obviously  with 
the  Administrator  of  the  Rural  Electrifi¬ 
cation  Administration  alongside  him  for 
whatever  expert  technical  information 
may  be  required. 

What  Senate  bill  144  seeks  to  accom¬ 
plish  is  to  restore  unmistakably  and  un¬ 
qualifiedly  the  situation  which  prevailed 
from  1939  to  1953,  the  situation  which 
prevailed  before  Reorganization  Plan  No. 
2  of  1953.  However,  inasmuch  as  there 
was  some  doubt  as  to  whether  the  Secre¬ 
tary  still  maintained  a  residual  power 
over  loanmaking.  Senate  bill  144  would 
make  it  absolutely  clear,  beyond  a  shadow 
of  a  doubt,  that  the  Secretary  has  no 
contx-ol  whatsoever,  in  any  form,  shape, 
or  manner,  over  the  granting  or  disap¬ 
proval  of  loans  by  the  REA  Adminis¬ 
trator. 

Mr.  CURTIS.  I  thank  the  Senator. 

Mr.  HUMPHREY.  Mr.  President,  at 
this  point  I  believe  it  would  be  well  to 
have  the  language  of  Senate  bill  144,  as 
proposed  to  be  amended  by  the  commit¬ 


tee  by  an  amendment  in  the  nature  of  a 
substitute,  printed  in  the  Record.  I  ask 
unanimous  consent  that  that  be  done. 

There  being  no  objection,  the  commit¬ 
tee  amendment  was  ordered  to  be  printed 
in  the  Record,  as  follows: 

That  the  functions  and  activities  of  the 
Rural  Electrification  Administration  and  the 
Administrator  of  the  Rural  Electrification 
Administration  which  were  transferred  to  the 
Department  of  Agriculture  and  to  the  Secre¬ 
tary  of  Agriculture  by  Reorganization  Plan 
No.  II  of  1839  and  Reorganization  Plan  No.  2 
of  1953  are  hereby  transferred  to  the  Ad¬ 
ministrator  of  the  Rural  Electrification  Ad¬ 
ministration,  and  shall  be  exercised  and  ad¬ 
ministered  within  the  Department  of  Agri¬ 
culture  by  such  Administrator  under  the 
general  direction  and  supervision  of  the  Sec¬ 
retary  of  Agriculture;  except  that  insofar  as 
such  functions  relate  to  the  approval  or  dis¬ 
approval  of  loans  authorized  to  be  made  un¬ 
der  the  Rural  Electrification  Act  of  1936,  as 
amended,  their  exercise  by  the  Administra¬ 
tor  shall  not  be  subject  to  the  supervision  or 
direction  of,  or  to  any  other  control  by,  the 
Secretary  of  Agriculture. 

Mr.  HUMPHREY.  The  Secretary, 
however,  assured  us  that  he  would  not 
take  any  steps  to  change  the  operations 
of  REA  without  first  consulting  the  Con¬ 
gress.  It  was  only  on  the  basis  of  this 
assurance  that  many  of  us  approve  this 
reorganization  plan. 

I  should  add  at  this  point  that  there 
had  been  no  complaints  about  REA  and 
its  administration  prior  to  this  reorgani¬ 
zation  plan.  The  reorganization  plan 
was  a  product  of  the  Hoover  Commisson 
reports  on  the  Department  of  Agricul¬ 
ture. 

The  Secretary  testified  at  length  about 
this  plan.  I  was  a  member  of  the  sub¬ 
committee  which  heard  that  testimony, 
and  a  member  of  the  full  committee 
which  finally  passed  upon  the  reorgan¬ 
ization  plan.  As  I  recall — and  I  believe 
the  record  will  bear  me  out — there  were 
no  complaints  about  the  manner  in 
which  REA  was  being  administered. 
The  whole  purpose  of  the  reorganization 
plan  was  to  give  the  Secretary  more  gen¬ 
eral  authority  and  supervision  over  the 
REA  than  had  been  possible  under  the 
reorganization  plan  of  1939.  In  other 
words,  the  reorganization  plan  of  1953 
was  to  consolidate  further  the  Secre¬ 
tary’s  general  authority  and  supervision 
over  all  aspects  of  Rural  Electrification 
Administration  activities. 

What  the  proposal  now  before  the  Sen¬ 
ate,  Senate  bill  144,  seeks  to  do  is  to  re¬ 
store  the  situation  as  it  was  prior  to 
1953,  and  to  make  it  even  more  clear  and 
precise  that  the  REA  Administrator  is 
to  have  complete  independence  over  the 
granting  or  disapproval  of  loans;  and 
that  the  banking  functions,  the  loaning 
functions,  the  financial  functions,  are 
not  to  be  subject  to  partisan  or  political 
domination  on  the  part  of  a  Cabinet  offi¬ 
cer.  Rather,  those  functions  are  to  be 
undertaken  and  fulfilled  by  an  officer 
who  has  been  appointed  on  a  nonparti¬ 
san  basis,  whose  nomination  has  been 
confirmed  by  the  Senate,  and  whose  term 
of  office  is  10  years,  extending  beyond  the 
first  4-year  term  of  a  President,  and  even 
beyond  the  8  years  represented  by  two 
terms. 

The  purpose  of  the  bill  is  to  make  as 
clear  as  possible  the  independence — and 
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I  underscore  that  word — of  the  REA  Ad¬ 
ministrator  in  the  essential  function  he 
is  to  perform,  namely,  the  loan-making 
function,  the  financial  function. 

So  far  as  concerns  the  question  wheth¬ 
er  or  not  the  REA  Administrator  is  to 
have  enough  paper  clips  or  enough  sta¬ 
tionery,  and  so  far  as  concerns  the  REA 
administration  in  terms  of  its  overall 
housekeeping  budget  for  custodial  serv¬ 
ices,  telephone  service,  personnel,  and  so 
forth,  such  items  are  to  be  included  as 
agency  items  in  the  budget  of  the  De¬ 
partment  of  Agriculture,  just  as  many 
other  aspects  of  the  Department  of  Agri¬ 
culture  are  presented  in  the  budget. 

We  are  not  attempting  to  interfere 
with  what  is  considered  to  be  sound  ad¬ 
ministrative  practice  in  terms  of  house¬ 
keeping  and  budget  functions.  We  are 
attempting  to  carry  out  the  intent  of 
Congress  in  1935,  and  again  in  1939.  We 
intend  to  make  absolutely  clear  and  un¬ 
mistakably  certain  the  intent  of  Con¬ 
gress,  namely,  that  the  REA  Adminis¬ 
trator  shall  be  independent  in  his  finan¬ 
cial  and  loan-making  responsibilities. 
That  was  the  purpose  of  the  act. 

However,  events  have  taken  a  different 
course  from  that  which  was  outlined  be¬ 
fore  our  committees  in  1953.  The  Secre¬ 
tary  made  what  many  of  us  consider  to 
be  an  important  change  in  the  functions 
of  the  Administrator  without  consulting 
the  Congress.  In  fact,  the  change  was 
made  so  secretly  that  it  was  not  until 
weeks  after  the  change  had  been  made 
that  any  of  us  even  knew  about  it.  That 
change  was  to  require  that  the  Admin¬ 
istrator  could  make  no  loan  over  $500,- 
000,  and  no  loan  to  a  new  borrower, 
without  the  prior  review  of  the  loan 
application  by  a  man  on  the  Secretary’s 
staff  who  carries  the  title  of  Director 
of  the  Agriculture  Credit  Service.  More 
recently,  the  approval  figure  was  changed 
to  $1  million.  This  action  took  place 
just  as  our  committees  began  considera¬ 
tion  of  the  bill  last  month. 

Experience  has  shown  that  REA  has 
functioned  extremely  well  as  an  integral 
unit  within  the  Department  of  Agricul¬ 
ture,  but  experience  has  also  demon¬ 
strated  that  we  can  have  no  assurance 
that  it  will  continue  to  be  operated  as 
an  integral  unit  unless  we  so  provide  by 
law. 

In  fact,  Reorganization  Plan  No.  2  of 
1953  gives  the  Secretary  of  Agriculture 
the  authority  literally  to  dissect  REA, 
He  could,  under  his  powers  in  that  re¬ 
organization  plan  distribute  the  func¬ 
tions  which  are  currently  being  per¬ 
formed  by  the  Rural  Electrification  Ad¬ 
ministration  among  other  agencies  and 
bureaus  of  the  Department  of  Agricul¬ 
ture. 

The  bill  before  the  Senate,  S.  144, 
would  require  that  the  REA  be  main¬ 
tained  as  an  integral  unit,  as  a  unified 
unit,  as  an  autonomous  unit  within  the 
Department  of  Agriculture.  It  would 
make  it  absolutely  mandatory  that  the 
Rural  Electrification  Administrator  have 
complete  power  over  all  loanmaking  and 
financial  functions  relating  to  the  grant¬ 
ing  or  disapproval  of  loans  to  rural  co¬ 
operatives. 

Second.  Let  me  turn  now  to  the  sec¬ 
ond  important  part  of  S.  144.  As  I  have 
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already  pointed  out,  the  bill  provides 
that  the  functions  of  the  Administrator 
in  connection  with  the  approval  and  dis¬ 
approval  of  loan  applications  will  be 
completely  free  of  the  supervision,  direc- 
'  tion,  and  control  of  the  Secretary. 

Senators  will  recall  that  the  REA 
Administrator  is  appointed  by  the  Presi¬ 
dent  with  the  consent  of  the  Senate.  He 
has  an  efficient  staff  to  assist  and  advise 
him  in  connection  with  loan  applica¬ 
tions.  There  is  no  need  for,  and  nothing 
useful  can  be  accomplished  by,  a  review 
of  loan  applications  after  the  Adminis¬ 
trator  has  made  his  final  review.  If  the 
Administrator  and  his  staff  cannot  be 
trusted  to  make  the  correct  decisions, 
then  efficient  operation  calls  for  a 
strengthening  of  the  staff  or  a  change 
in  Administrators,  not  the  superimposing 
of  an  additional  authority  over  the  Ad¬ 
ministrator.  Since  there  has  been  no 
accusation  of  inefficiency  or  impropriety 
on  the  part  of  the  REA  staff  or  the  Ad¬ 
ministrator,  there  is  only  one  explana¬ 
tion  for  this  erosion  of  his  authority,  and 
that  is  that  a  political  test  has  been 
added  to  the  requirements  of  the  Rural 
Electrification  Act.  The  Rural  Electri¬ 
fication  Act  calls  for  nonpolitical  ad¬ 
ministration,  and  it  has  been  so  adminis¬ 
tered — at  least  until  this  new  procedure 
wds  imposed.  Senate  bill  144  will  place 
the  final  authority  for  the  making  or 
disapproval  of  loans  where  Congress  in¬ 
tended  that  it  should  be  placed,  namely, 
solely — I  repeat,  solely — in  the  Adminis¬ 
trator. 

The  bill  is  based  on  sound  manage¬ 
ment  principles.  It  establishes  specific 
responsibilities  in  the  hands  of  the 
Administrator  and  provides  him  with  the 
necessary  authority  to  carry  out  those 
responsibilities.  This  is  not  a  singular 
practice;  indeed,  it  is  the  kind  of  good 
administration  that  has  been  followed 
in  many  other  cases. 

I  should  like  to  call  attention  to  other 
instances  in  which  Federal  agencies 
which  are  parts  of  Federal  departments 
kre  given  functions  not  subject  to  the 
supervision,  direction,  or  control  of  the 
Secretary  of  that  department. 

Take  the  case  of  the  Federal  Maritime 
Board.  Here  we  have  an  agency  within 
the  Department  of  Commerce.  How¬ 
ever,  it  is  independent  of  the  Secretary 
of  Commerce  with  respect  to  certain  of 
its  functions,  even  though  it  is  to  be 
guided  by  his  policies  with  respect  to  all 
other  functions. 

Take  the  case  of  the  Bureau  of  Mines. 
This  Bureau  is  an  agency  of  the  Depart¬ 
ment  of  the  Interior.  Yet  certain  of  its 
decisions  are  subject,  not  to  the  control 
of  the  Secretary,  but  to  that  of  the  Fed¬ 
eral  Coal  Mines  Safety  Board  of  Review, 
which  is  an  independent  agency  outside 
the  Interior  Department. 

Another  analogous  situation  concerns 
the  General  Counsel  of  the  National 
Labor  Relations  Board,  who  was  made 
independent  of  the  Board  in  many  re¬ 
spects.  In  fact,  his  entire  office  is  inde¬ 
pendent  of  the  Board  in  many  respects. 

On  the  basis  of  this,  we  can  see  that 
we  are  following  well-tried  practice.  It 
is  perfectly  consistent  with  sound  gov¬ 
ernmental  organization  and  functioning 
to  commit  Anally  to  the  head  of  an 


agency  certain  functions  of  such  agency, 
even  though  in  other  respects  the  agency 
head  is  subject  to  the  general  supervision 
and  control  of  the  head  of  the  Depart¬ 
ment  in  which  the  agency  is  located. 

Some  have  expressed  concern  that  the 
bill  would  give  the  Administrator  the 
functions  and  activities  of  the  program 
but  would  leave  him  without  the  prop¬ 
erty,  records,  personnel,  and  funds  for 
exercising  and  administering  these  func¬ 
tions  and  activities. 

This  argument  has  no  validity.  Sen¬ 
ate  bill  144  does  not  purport  to  make 
REA  an  independent  agency.  We  want 
REA  to  continue  to  be  an  agency  in  the 
Department  of  Agriculture,  but  we  also 
want  it  to  be  continued  as  a  unit  within 
the  Department  of  Agriculture.  It  is  be¬ 
cause  REA  has  been  an  effective  unit  that 
it  has  been  so  successful  in  accomplishing 
a  job  which,  a  quarter  of  a  century  ago, 
all  the  experts  said  could  not  be  done. 

Until  the  Secretary  took  over  the  re¬ 
view  of  major  loans,  the  REA  Admin¬ 
istrator  was  exercising  his  duties  and 
functions  under  a  delegation  of  author¬ 
ity  from  the  Secretary.  He  operated 
REA  as  a  unit.  It  was  not  split  up  and 
dispersed  among  other  bureaus  in  the 
Department  as  could  have  been  done  by 
the  Secretary  if  he  had  so  wished  it. 

Senate  bill  144,  in  addition  to  restoring 
the  loan-making  authority  to  the  Ad¬ 
ministrator,  merely  makes  sure  that  REA 
will  continue  in  that  manner.  The  bill 
makes  sure  there  will  be  no  change  in 
any  way  in  REA  until  Congress  decides 
a  change  is  called  for.  In  other  words, 
the  Secretary  cannot  distribute  the  func¬ 
tions  of  REA,  but  is  required  to  maintain 
REA  as  an  autonomous  unit,  an  inte¬ 
grated  unit,  a  unified  unit  within  the 
Department  of  Agriculture.  The  loan¬ 
making  and  fiscal  responsibilities  of  the 
agency  would  be  exclusively  the  preroga¬ 
tive  of  the  Administrator. 

I  should  like  to  call  attention  to  the 
fact  that  Congress  now  appropriates  the 
money  for  the  administration  of  the 
Rural  Electrification  Act,  designating 
separate  amounts  within  the  total  ap¬ 
propriation  for  the  Department  of  Agri¬ 
culture  for  this  purpose.  This  will  not 
be  changed  in  any  way. 

Senate  bill  144  makes  no  change  what¬ 
soever  in  the  status  of  REA’s  career 
employees.  This  staff  will  continue  to 
operate  as  an  integral  and  dynamic  unit 
in  the  Department  of  Agriculture.  The 
Secretary  of  Agriculture  and  the  Bureau 
of  the  Budget  will  have  no  more  power 
than  they  now  have  to  withhold  any 
money  appropriated  by  the  Congress  for 
the  employment  of  these  staff  members 
in  the  administration  of  REA. 

Because  the  Secretary  will  no  longer 
have  authority  to  make  drastic  changes 
in  REA  administration  without  taking 
such  measures  through  congressional 
legislative  channels,  S.  144  will  offer 
assurance  and  peace  of  mind  to  REA 
employees.  Even  more  to  the  point,  it 
will  give  assurance  to  millions  of  rural 
people  who  are  dependent  for  electricity 
upon  rural  electric  systems  that  their 
REA  program  will  go  forward  on  the 
road  to  continued  success  as  long  as 
Congress  deems  that  the  present  struc¬ 
ture  is  justified. 
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It  is  not  true,  as  has  been  suggested, 
that  under  S.  144  “the  Administrator 
has  the  horse  but  no  feed,  the  Secretary 
has  the  feed  but  no  horse.”  The  Ad¬ 
ministrator  is  assured,  under  this  bill, 
of  all  the  “feed”  which  Congress  gives 
for  the  maintenance  of  his  “horse.” 
The  personnel  and  administrative  funds 
to  operate  REA  will  be  available  to  him 
exactly  as  they  are  now. 

Thus,  S.  144  does  exactly  what  we 
want  it  to  do — and  it  does  it  in  a  simple 
and  efficient  manner.  It  makes  the  Ad¬ 
ministrator  the  sole  and  final  authority 
in  connection  with  the  making  of  loans, 
and  it  insures  the  continued  operation 
of  the  Rural  Electrification  Adminis¬ 
tration  as  an  integral  unit  within  the 
Department  of  Agriculture. 

It  has  been  suggested  by  some  that 
S.  144  does  not  go  far  enough,  and  that 
REA  should  be  completely  removed  from 
the  domination  of  the  Secretary  of 
Agriculture. 

My  own  opinion  is  that  this  is  too 
radical  a  step  to  take  in  solving  the 
problem  we  have  before  us.  The  crea¬ 
tion  of  another  independent  agency  to 
handle  the  REA  program  is,  in  my 
opinion,  undesirable  for  several  reasons: 

First.  It  goes  beyond  the  immediate 
problem  we  are  trying  to  solve,  and  that 
is  the  question  of  who  should  have  the 
final  authority  to  make  REA  loans. 

Second.  The  creation  of  another  in¬ 
dependent  agency  flies  in  the  face  of  all 
we  have  learned  about  good  Government 
administration.  We  would  simply  be 
piling  up  new  problems  of  government 
by  increasing  the  number  of  separate 
and  independent  agencies. 

I  might  add  that  the  two  Hoover  Com¬ 
mission  reports  have  had  as  their  central 
purpose  the  grouping  together  and  the 
consolidation  of  agencies,  rather  than 
their  proliferation.  An  attempt  has  been 
made  to  simplify  and  coordinate  admin¬ 
istration,  rather  than  to  disperse  it. 
Therefore,  S.  144  meets  the  basic  re¬ 
quirements  of  the  Hoover  Commission 
recommendations,  namely,  the  grouping 
within  the  jurisdiction  and  scope  of  the 
Department  of  all  related  activities.  At 
the  same  time,  because  it  is  a  unique 
function  of  REA,  the  granting  of  loans 
would  be  removed  completely  from  any 
kind  of  political  pressure  or  potential 
political  pressure.  The  granting  of  loans 
is  the  sole  prerogative  of  a  nonpartisan, 
presidentially-appointed.  Senate-con¬ 
firmed  Administrator  of  the  Rural 
Electrification  Administration.  It  seems 
to  me  that  these  principles  are  valid  now, 
as  they  have  been  in  the  past. 

Third.  We  know  that  REA  can  work 
successfully  as  a  part  of  the  Department. 
The  record  from  1939  until  the  time  the 
Secretary  transferred  the  Administra¬ 
tor’s  loan-making  authority  demon¬ 
strates  the  success  that  can  be  achieved 
by  REA  in  the  Department  of  Agricul¬ 
ture. 

Fourth.  It  has  been  said  that  if  it  is 
desirable  to  separate  REA’s  loan-making 
function  from  the  Secretary,  it  should 
be  just  as  desirable  to  separate  REA’s 
budget  procedure  as  well.  I  contend  that 
this  does  not  necessarily  follow.  Con¬ 
gress  cannot  study  individual  loans,  but 
it  always  has  the  opportunity  to  study 
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the  budget  before  final  action  is  taken. 
Our  only  aim  is  to  curb  the  Secretary’s 
domination  in  the  area  of  loans  because 
it  is  in  that  area,  where  any  type  of 
political  pressure  would  be  highly  sig¬ 
nificant. 

Fifth.  Many  of  us  feel— and  I  believe 
the  record  bears  this  out — that  rural 
electrification  and  the  Department  of 
Agriculture  belong  together.  REA  has 
been  benefited,  in  my  opinion,  by  its  as¬ 
sociation  with  the  Department  of  Agri¬ 
culture,  and  with  the  Agriculture  Com¬ 
mittees  both  of  the  Senate  and  House. 
This  is  not  to  say  that  other  Committees 
and  other  procedures  might  not  work. 
However,  I  believe  that  it  is  wise  not  to 
tamper  with  what  has  proved  to  be  a 
useful  and  fruitful  relationship. 

The  legislation  embodied  in  S.  144  has 
the  widespread  support  of  those  inter¬ 
ested  in  rural  electrification  throughout 
the  country.  Time  and  again  in  the  past 
2  years  they  have  expressed  deep  con¬ 
cern  about  the  new  and  unprecedented 
restriction  of  the  REA  Administrator’s 
loan-making  authority. 

For  2  years  now  the  rural  electric  co¬ 
operatives  in  their  regional  meetings 
have  passed  resolutions  in  support  of  leg¬ 
islation  of  the  kind  embodied  in  S.  144. 

They  have  adopted  resolutions  which 
on  the  one  hand  would  maintain  REA 
within  the  confines  of  the  Department  of 
Agriculture,  but  at  the  same  time  would 
maintain  the  loanmaking  power  of  the 
Administrator  separate  and  independent 
from  the  jurisdiction  of  the  Secretary  of 
Agriculture. 

Many  of  the  State  associations  have 
passed  similar  resolutions.  As  a  mat¬ 
ter  of  fact,  many  witnesses  who  are 
members  of  State  associations  have  tes¬ 
tified  before  committees  of  Congress  in 
support  of  the  objectives  outlined  in  S. 
144.  A  year  ago  at  Dallas,  and  this 
winter  at  the  National  Guard  Armory 
in  Washington,  D.C.,  the  National  Rural 
Electric  Cooperative  Association,  at  its 
annual  meetings,  approved  such  resolu¬ 
tions. 

They  affirmed  the  principles  and  the 
language  of  S.  144  seeking  to  restore  the 
REA  to  the  status  it  enjoyed  from  1939 
to  1953;  and  to  restore  the  loan-mak¬ 
ing  authority  of  the  Administrator  of 
REA  as  being  independent  of  any  con¬ 
trol  or  domination  by  the  Secretary  of 
Agriculture  or  any  of  his  appointees. 

What  the  co-op  people  are  saying  is 
that  they  do  not  believe  a  captive  Ad¬ 
ministrator  is  good  for  them  or  for  the 
program. 

The  bill  (S.  144)  will  insure  that  any 
decision  the  Administrator  makes  on 
loans  will  be  his  own  decision.  It  will 
insure  that  policy  considerations  re¬ 
lating  to  rural  electrification  shall  be 
given  Cabinet  status;  in  other  words, 
that  REA  shall  be  represented  through 
the  Secretary  of  Agriculture  in  the 
President’s  official  family,  the  Cabinet 
of  the  President  of  the  United  States,  an 
independent  agency  loses  that  distinc¬ 
tion,  that  fine  qualification. 

REA  by  being  maintained  within  the 
household  of  the  Department  of  Agri¬ 
culture,  but  at  the  same  time  with  its 
function  of  loan  making  being  independ¬ 
ent  of  and  without  control  from  any 
other  source  than  the  Administrator  of 


REA,  would  enjoy  the  prestige  that 
comes  from  being  a  part  of  Cabinet- 
Government  policy. 

Furthermore,  I  am  of  the  opinion  that 
an  independent  REA  would  soon  lend 
itself  to  the  policies  which  are  being 
relentlessly  pursued  in  some  quarters, 
namely,  policies  to  increase  interest  rates 
and  policies  to  restrict  the  financing 
powers  of  the  REA.  When  REA  is  at 
least  brought  within  the  confines  of  the 
overall  policy  considerations  of  the  ex¬ 
ecutive  branch  of  the  Government,  par¬ 
ticularly  the  Department  of  Agriculture, 
Congress  will  have  an  opportunity  to  re¬ 
view  such  policies  within  the  broad  con¬ 
fines  of  national  policy,  and  to  protect 
the  REA  interests  as  being  important  to 
the  formation  of  a  sound  and  progres¬ 
sive  agriculture. 

I  am  concerned  that  if  changes  of  a 
more  radical  nature  are  made — namely, 
changes  which  will  take  REA  completely 
out  of  the  confines  of  the  Department 
of  Agriculture — REA  soon  will  be  looked 
upon  as  a  bank,  or  an  institution  hav¬ 
ing  banking  characteristics,  requiring 
higher  interest  rates  and  more  stringent 
loan  terms.  That  will  in  many  ways  re¬ 
duce  the  effectiveness  of  this  splendid 
agency.  It  will  in  many  ways  cripple 
or  limit  a  sound  and  humanitarian  agri¬ 
cultural  program. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  to  have  printed  in  the  Record  at 
this  point  the  statement  or  newsletter 
issued  by  the  National  Rural  Electric 
Cooperative  Association  for  April  1959, 
entitled  “The  Humphrey-Price  REA 
Bill.”  It  is  a  question-and-answer 
newsletter.  The  first  question  is: 

What  is  the  Humphrey-Price  REA  bill? 

Then  the  following  questions  are 
listed : 

What  is  the  purpose  of  this  bill? 

Why  is  the  bill  necessary? 

Don’t  present  laws  accomplish  this? 

Have  any  loans  been  affected? 

Has  the  Secretary  explained  why  he  put  a 
curb  on  the  Administrator? 

If  the  Secretary’s  domination  over  REA  is 
undesirable,  why  not  take  REA  out  of  the 
Department  of  Agriculture  altogether? 

Can  an  agency  be  partly  subject  to  the 
Secretary’s  general  supervision  and  direc¬ 
tion  and  partly  not?  * 

How  does  the  bill  affect  REA  employees? 

Can  S.  144  and  H.R.  1321  operate  as  a  “rip¬ 
per”  bill,  by  transferring  duties  and  func¬ 
tions  to  the  Administrator  without  also 
transferring  to  him  personnel,  records,  etc.? 

Why  should  the  Administrator  -have  full 
authority  over  loans? 

How  do  the  rural  electric  people  feel  about 
this  bill? 

In  the  main,  those  are  the  questions 
which  are  asked  in  this  National  Rural 
Electric  Cooperative  Association  bulletin 
for  April  1959.  The  questions  have  been 
asked,  and  the  answers  have  been  stated. 
I  have  found  this  particular  bulletin  to 
be  a  concise  and  succinct  analysis  of 
the  proposed  legislation  that  is  before  us. 
I  have  also  found  that  it  answers  un¬ 
mistakably  and  very  directly  the  coun¬ 
ter-proposals  or  substitute  proposals 
which  have  been  offered  from  time  to 
time  and  which  may  be  offered  in  the 
future.  I  ask  unanimous  consent  that 
the  text  of  the  bulletin  to  which  I  have 
referred  be  printed  at  this  point  in  the 
Record. 


April  7 

There  being  no  objection,  the  bulletin 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

The  Humphrey-Price  REA  Bill 

Question.  What  is  the  Humphrey-Price 
REA  bill? 

Answer.  S.  144  in  the  Senate  and  H.R.  1321 
in  the  House  read  as  follows: 

S.  144 

“Be  it  enacted  by  the  Senate  and  House 
of  Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  the 
functions  and  activities  of  the  Rural  Electri¬ 
fication  Administration  and  the  Administra¬ 
tor  of  the  Rural  Electrification  Administra¬ 
tion  which  were  transferred  to  the  Depart¬ 
ment  of  Agriculture  and  to  the  Secretary 
of  Agriculture  by  Reorganization  Plan  No. 
II  of  1939  and  Reorganization  Plan  No.  2  of 
1953  are  hereby  transferred  to  the  Admin¬ 
istrator  of  the  Rural  Electrification  Admin¬ 
istration,  and  shall  be  exercised  and  admin¬ 
istered  within  the  Department  of  Agriculture 
by  such  Administrator  under  the  general 
direction  and  superivsion  of  the  Secretary 
of  Agriculture;  except  that  insofar  as  such 
functions  relate  to  the  approval  or  disap¬ 
proval  of  loans  authorized  to  be  made  under 
the  Rural  Electrification  Act  of  1936,  as 
amended,  their  exercise  by  the  Administrator 
shall  not  be  subject  to  the  supervision  or 
direction  of,  or  to  any  other  control  by,  the 
Secretary  of  Agriculture.” 

H.R.  1321 

“Be  it  enacted  by  the  Senate  and  House 
of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  the 
functions  and  activities  of  the  Rural  *  * 
exactly  the  same  as  S.  144. 

Question.  What  is  the  purpose  of  this  bill? 

Answer.  It  has  two  purposes : 

First,  it  will  restore  to  the ’REA  Admin¬ 
istrator  the  authority  to  approve  or  disap¬ 
prove  loans  without  supervision  or  direction 
of,  or  any  other  control  by,  the  Secretary 
of  Agriculture. 

Second,  it  will  keep  REA  intact  as  an 
effective  operating  unit  within  the  Depart¬ 
ment  of  Agriculture. 

Question.  Why  is  the  bill  necessary? 

Answer.  Legislation  is  required  to  reaffirm 
the  nonpolitical  independence  with  which 
Congress  intended  the  Administrator  to  act 
and  to  reinstate  the  powers  which  Congress 
intended  the  Administrator  to  exercise. 

Question.  Don’t  present  laws  accomplish 
this? 

Answer.  Apparently  not.  In  May  1957  the 
Secretary  under  his  reorganization  powers 
took  over  the  Administrator’s  loanmaking 
authority.  Neither  the  public  nor  commit¬ 
tees  of  Congress  have  been  able  to  discover 
any  standards  or  criteria — political,  personal 
or  idealogical — which  have  been  established 
for  the  loan  review  he  set  up. 

Question.  Have  any  loans  been  affected? 

Answer.  Yes.  At  least  one  has  been  side¬ 
tracked.  Others  have  been  delayed  but 
fortunately  without  serious  harm  to  anyone. 
The  Secretary  took  over  the  Administrator’s 
loanmaking  authority  in  May  1957  at  a  time 
when  REA  was  processing  a  large  application 
from  a  group  of  Indiana  co-ops.  This  loan 
was  not  made  then.  It  still  has  not  been 
made. 

What  concerns  the  rural  electric  co-ops 
however,  is  not  what  has  happened  up  to 
now  but  what  they  expect  will  happen  if  this 
bill  isn’t  approved  and  when  public  attention 
turns  to  something  else. 

Question.  Has  the  Secretary  explained  why 
he  put  a  cmb  on  the  Administrator? 

Answer.  No,  not  publicly.  Instead  he  has 
maintained  that  in  practice  the  Administra¬ 
tor’s  authority  has  not  been  lessened.  Yet 
he  objects  to  legislation  which  merely  con¬ 
firms  the  practices  which  he  alleges  are  being 
followed. 


1959 
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Question.  If  the  Secretary’s  domination 
over  REA  Is  undesirable,  why  not  take  REA 
out  of  the  Department  of  Agriculture  alto¬ 
gether? 

Answer.  Such  a  radical  step  would  perhaps 
solve  one  problem  but  it  would  create  many 
others.  REA  has  benefited  from  its  associa¬ 
tion  over  the  years  with  USDA  and  the  Agri¬ 
culture  Committees  in  Congress.  The  record 
prior  to  1957  demonstrates  that  an  aggressive 
and  successful  program  is  possible  with  REA 
in  the  Department.  The  bill  consequently 
deals  only  with  the  problem  at  issue  and 
seeks  to  restore  REA  to  the  status  that  proved 
to  be  so  effective  in  the  past. 

Question.  Can  an  agency  be  partly  subject 
to  the  Secretary’s  general  supervision  and  di¬ 
rection  and  partly  not? 

Answer.  Yes.  REA  functioned  that  way 
successfully  from  1939  to  1957.  REA  was 
under  the  general  supervision  and  direction 
of  the  Secretary  but  the  Administrator  had 
final  authority  on  loans.  Other  agencies  in 
the  Government  similarly  have  specific  func¬ 
tions  that  are  independent  of  departmental 
control.  Examples  include  the  Federal 
Maritime  Board,  an  agency  of  the  Depart¬ 
ment  of  Commerce;  the  General  Counsel  of 
the  National  Labor  Relations  Board;  and 
Bureau  of  Mines  of  the  Department  of  In¬ 
terior. 

Question.  How  does  the  bill  affect  REA 
employees? 

Answer.  First  of  all,  the  bill  makes  no 
changes  at  all  in  their  status.  The  Secre¬ 
tary  has  no  more  power  under  the  bill  than 
he  now  has  to  withhold  REA  appropriations. 

Second,  the  bill  does  assure  them  of  the 
continuation  of  the  REA  program  as  a  unit 
because  the  Secretary’s  power  to  redistribute 
its  functions  among  other  agencies  of  the 
department  will  be  eliminated. 

Question.  Can  S.  144  and  H.R.  1321  operate 
as  a  “ripper”  bill,  by  transferring  duties  and 
functions  to  the  Administrator  without  also 
transferring  to  him  personnel,  records,  etc.? 

Answer.  Absolutely  not.  This  bill  does  not 
change  the  status  of  personnel,  etc.,  except 
that  it  insures  continued  operation  of  REA 
as  an  integral  and  dynamic  unit  within  the 
Department  of  Agriculture.  Appropriated 
administrative  funds  and  the  personnel 
needed  to  administer  the  program  will  still 
be  made  available,  exactly  as  they  are  now. 

Question.  Why  should  the  Administrator 
have  full  authority  over  loans? 

Answers  First,  the  Administrator  is  selected 
exclusively  for  the  REA  job  and  his  qualifica¬ 
tions  can  therefore  be  considered  purely  from 
that  standpoint. 

-  Second,  Congress  indicated  that  the  office 
should  have  substantial  stature  when  the 
original  REA  Act  specified  that  the  Admin¬ 
istrator  should  be  appointed  by  the  President 
for  a  10 -year  term  and  confirmed  by  the 
Senate. 

All  this  serves  to  provide  for  good,  efficient 
administration  because  it  tends  to  keep  polit¬ 
ical  considerations  out  of  decisions  that 
should  be  made  on  the  basis  of  legal,  eco¬ 
nomic  and  technical  standards. 

Question.  How  do  the  rural  electric  peo¬ 
ple  feel  about  this  bill? 

Answer.  The  Humphrey-Price  bill  has  the 
full  support  of  the  rural  electric  systems. 
They  feel  that  at  present  they  are  being 
denied  access  to  the  real  REA  Administra¬ 
tor — that  is,  to  the  man  who  makes  the  de¬ 
cision  on  their  loans. 

At  State,  regional  and  national  meetings 
for  the  last  2  years,  the  rural  electric  officials 
have  passed  resolutions  calling  for  congres¬ 
sional  action  on  this  problem.  Last  sum¬ 
mer  when  hearings  were  held  on  similar  bills, 
rural  electric  representatives  came  in  from 
all  over  the  country.  Twenty-five  of  them 
testified  and  nearly  100  other  officials  felt 
strongly  enough  to  come  to  Washington  and 
express  their  support. 


The  REA  program  has  had  phenomenal 
success.  Farm  electrification  has  gone  from 
10  percent  to  more  than  95  percent.  Three 
billion  dollars  in  sound  loans  have  been  made 
and  already  $1  billion  have  been  paid  back 
to  Uncle  Sam.  What  this  bill  will  do  is  re¬ 
store  REA  to  the  kind  of  organization  it  had 
during  the  23  years  this  record  was  achieved. 

Mr.  HUMPHREY.  Mr.  President,  I 
also  ask  unanimous  consent  to  have 
printed  in  the  Record  the  resolutions  of 
the  cooperatives  which  have  been 
adopted  in  the  past  year  or  so.  The 
resolutions  relate  to  proposed  legislation 
which  is  now  before  us,  to  the  Hum¬ 
phrey-Price  bill  of  1958,  and  to  the  pres¬ 
ent  Humphrey-Price  bill,  Senate  144, 
which  is  before  the  Senate  this  year. 

There  being  no  objection,  the  resolu¬ 
tions  were  ordered  to  be  printed  in  the 
Record,  as  follows: 

Rural  Electric  Systems  in  Region  I 
The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  Philadelphia, 
Pa.,  September  30-October  1,  1957,  by  rural 
electric  systems  operating  in  the  States  of 
Delaware,  Maine,  Maryland,  New  Hampshire, 
New  Jersey,  New  York,  Pennsylvania,  North 
Carolina,  Vermont  and  Virginia: 

“REORGANIZATION  OF  REA 

“Whereas  the  original  REA  Act  of  1936 
provided  for  strictly  nonpartisan  adminis¬ 
tration  of  REA  and  provided  for  the  ap¬ 
pointment  of  an  administrator  by  the  Presi¬ 
dent,  with  confirmation  by  the  Senate  for 
a  10-year  term  to  insure  nonpartisan,  non¬ 
political  administration;  and 

“Whereas  Secretary  of  Agriculture  Ezra 
Taft  Benson  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in 
REA  without  first  consulting  the  proper 
congressional  committees  and  other  inter¬ 
ested  groups;  and 

“Whereas  in  June  1957,  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans 
of  $500,000  or  more  be  reviewed  by  persons 
outside  REA:  Now,  therefore,  be  it 

Resolved,  That  we  are  vigorously  opposed 
to  any  reorganization  of  REA  which  will  al¬ 
low  partisan  control;  we  are  absolutely  op¬ 
posed  to  this  recent  action  by  Secretary 
Benson  which  threatens  to  make  REA  a 
partisan  political  agency;  and  be  it  further 
Resolved,  That  as  soon  as  the  Congress  re¬ 
convenes  in  January  that  a  bill  be  intro¬ 
duced  and  passed  exempting  REA  from  the 
Reorganization  Act  of  1953  and  that  this 
same  bill  stipulate  that  REA  is  to  be  re¬ 
established  on  a  nonpartisan  basis  as  it  was 
prior  to  the  passage  of  the  Reorganization 
Act.” 

Rural  Electric  Systems  in  Region  II 
The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  Atlanta,  Ga, 
October  17-18,  1957,  by  rural  electric  sys¬ 
tems  operating  in  the  States  of  Georgia, 
Florida  and  South  Carolina: 

“reorganization  of  rea 
“Whereas  the  original  REA  Act  of  1936 
provided  for  strictly  nonpartisan  adminis¬ 
tration  of  REA  and  provided  for  the  ap¬ 
pointment  of  an  administrator  to  the  Pres¬ 
ident,  with  confirmation  by  the  Senate  for 
a  10-year  term  to  insure  nonpartisan,  non- 
political  administration;  and 

“Whereas  the  Secretary  of  Agriculture 
Ezra  Taft  Benson  pledged  himself  to  a  con¬ 
gressional  committee  to  make  no  changes 
in  REA  without  first  consulting  the  proper 
congressional  committees  and  other  inter¬ 
ested  groups;  and 

“Whereas  in  his  letter  to  Senator 
Humphrey  dated  August  30,  1957  Secretary 
Benson  asserts  that  he  has' the  authority  to 
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'review,  reverse,  amend,  annul,  or  affirm’  all 
proceedings  in  REA  or  other  agencies:  Now, 
therefore,  be  it 

“Resolved,  That  we  are  vigorously  opposed 
to  this  recent  action  by  Secretary  Benson 
which  threatens  to  make  REA  a  partisan 
political  agency;  and  be  it  further 

“Resolved,  That  as  soon  as  the  Congress 
reconvenes  in  January,  a  bill  be  introduced 
and  passed  exempting  REA  from  the  Re¬ 
organization  Act  of  1953  and  that  this  same 
bill  stipulate  that  REA  is  to  be  reestablished 
as  i.t  was  prior  to  the  passage  of  the  Re¬ 
organization  Act.” 

Rural  Electric  Systems  in  Region  III 
The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  Mobile,  Ala., 
October  14-15,  1957,  by  rural  electric  sys¬ 
tems  operating  in  the  States  of  Alabama,  Mis¬ 
sissippi,  Kentucky,  and  Tennessee: 

“reorganization  of  rea 
“Whereas  the  original  REA  Act  of  1936 
provided  for  strictly  nonpartisan  administra¬ 
tion  of  REA  and  provided  for  the  appoint¬ 
ment  of  an  administrator  by  the  President, 
with  confirmation  by  the  Senate  for  a  10- 
year  term  to  insure  nonpartisan,  nonpolitical 
administration;  and 

“Whereas  Secretary  of  Agriculture  Ezra 
Taft  Benson  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in 
REA  without  first  consulting  the  proper  con¬ 
gressional  committees  and  other  interested 
groups;  and 

“Whereas  in  June,  1957,  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans 
of  $500,000  or  more  be  reviewed  by  persons 
outside  REA;  now,  therefore,  be  it 

“Resolved,  That  we  are  vigorously  opposed 
to  any  reorganization  of  REA  which  will 
allow  partisan  control;  we  are  absolutely 
opposed  to  this  recent  action  by  Secretary 
Benson  which  threatens  to  make  REA  a 
partisan  political  agency;  and  be  it  further 
“Resolved,  That  as  soon  as  the  Congress 
reconvenes  in  January,  a  bill  be  introduced 
and  passed  exempting  REA  from  the  reorg¬ 
anization  Act  of  1953  and  that  this  same 
bill  stipulate  that  REA  is  to  be  reestablished 
on  a  nonpartisan  basis  as  it  was  prior  to 
the  passage  of  the  Reorganization  Act.” 

Rural  Electric  Systems  in  Region  IV 
The  following  resolution  was  adapted  at 
the  regional  meeting  held  in  Toledo,  Ohio, 
September  16-17,  1957,  by  rural  electric  sys¬ 
tems  operating  in  the  States  of  Ohio,  Indiana, 
Michigan,  and  West  Virginia: 

“reorganization  of  rea 
“Whereas  the  original  REA  Act  of  1936 
provided  for  strictly  nonpartisan  adminis¬ 
tration  of  REA  and  provided  for  the  appoint¬ 
ment  of  an  Administrator  by  the  President, 
with  confirmation  by  the  Senate  for  a  10- 
year  term  to  insure  nonpartisan,  nonpolitical 
administration;  and 

“Whereas  Secretary  of  Agriculture  Ezra 
Taft  Benson  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in 
REA  without  first  consulting  the  proper  con¬ 
gressional  committees  and  other  interested 
groups;  and 

“Whereas  in  June,  1957,  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans 
of  $500,000  or  more  be  reviewed  by  persons 
outside  REA;  now,  therefore,  be  it 

“Resolved,  That  we  are  vigorously  opposed 
to  any  reorganization  of  REA;  we  are  abso¬ 
lutely  opposed  to  this  recent  action  by  Sec¬ 
retary  Benson  which  threatens  to  make  REA 
a  partisan  political  agency;  and  be  it  further 
“Resolved  That  as  soon  as  the  Congress 
reconvenes  in  January  that  a  bill  be  intro¬ 
duced  and  passed  eexmpting  REA  from  the 
Reorganization  Act  of  1953  and  that  this 
same  bill  stipulate  that  REA  is  to  be  reestab¬ 
lished  as  it  was  prior  to  the  passage  of  the 
Reorganization  Act.” 
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Rural  Electric  Systems  in  Region  V 
The  following  resolution  was  adopted  at 
the  regional  meeting  held  In  Springfield,  HU 
October  10-11,  1957,  by  rural  electric  systems 
operating  in  the  States  of  Illinois,  Iowa,  and 
Wisconsin: 

"REORGANIZATION  OF  REA 

"Whereas  the  original  REA  Act  of  1936 
provided  for  strictly  nonpartisan  administra¬ 
tion  of  REA  and  provided  for  the  appoint¬ 
ment  of  an  Administrator  by  the  President 
with  confirmation  by  the  Senate  for  a  10- 
year  term  to  insure  nonpartisan,  nonpolitical 
administration;  and 

"Whereas  Secretary  of  Agriculture  Ezra 
Taft  Benson  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in  REA 
without  first  consulting  the  proper  congres¬ 
sional  committees  and  other  interested 
groups;  and  ,  ... 

"Whereas  in  June  1957,  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans 
of  $500,000  or  more  be  reviewed  by  persons 
outside  REA:  Now,  therefore,  be  it 

“ Resolved ,  That  we  are  vigorously  opposed 
to  any  reorganization  of  REA  which  will  al¬ 
low  partisan  control;  we  are  absolutely  op¬ 
posed  to  this  recent  action  by  Secretary  Ben¬ 
son  which  threatens  to  make  REA  a  partisan 
political  agency;  and  be  it  further 

“Resolved,  That  as  soon  as  Congress  recon¬ 
venes  in  January  a  bill  be  introduced  and 
passed  exempting  REA  from  the  Reorganiza¬ 
tion  Act  of  1953  and  that  this  same  bill  stipu¬ 
late  that  REA  is  to  be  reestablished  on  a  non¬ 
partisan  basis  as  it  was  prior  to  the  passage 
of  the  Reorganization  Act.” 


Rural  Electric  Systems  in  Region  VI 

The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  Minneapolis, 
Minn.,  October  31-November  1,  1957,  by  rural 
electric  systems  operating  in  the  States  of 
Minnesota,  North  Dakota,  and  South  Dakota: 

"REORGANIZATION  OF  REA 

"Whereas  the  original  REA  Act  of  1936  pro¬ 
vided  for  strictly  nonpartisan  administra¬ 
tion  of  REA  and  provided  for  the  appoint¬ 
ment  of  an  Administrator  by  the  President, 
with  confirmation  by  the  Senate  for  a  10- 
year  term  to  insure  nonpartisan,  nonpolitical 
administration;  and 

“Whereas  Secretary  of  Agriculture  Ezra 
Taft  Benson  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in 
REA  without  first  consulting  the  proper 
congressional  committees  and  other  inter¬ 
ested  groups;  and 

"Whereas  in  June  1957,  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans  of 
$500,000  or  more  be  reviewed  by  persons  out¬ 
side  REA:  Now,  therefore,  be  it 

“Resolved,  That  we  are  vigorously  opposed 
to  any  reorganization  of  REA;  we  are  abso¬ 
lutely  opposed  to  this  reoent  action  by  Sec¬ 
retary  Benson  which  threatens  to  make  REA 
a  partisan,  political  agency;  and  be  it  fur¬ 
ther 

“Resolved,  That  we  urge  that  as  soon  as  the 
Congress  reconvenes  in  January  that  a  bill 
be  introduced  and  passed  exempting  REA 
from  the  Reorganization  Act  of  1953  and  that 
this  same  bill  stipulate  that  REA  is  to  be 
reestablished  as  it  was  prior  to  the  passage 
of  the  Reorganization  Act.” 


term  to  insure  nonpartisan,  nonpolitical 
administration;  and 

“Whereas  Secretary  of  Agriculture  Ezra 
Taft  Benson  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in  REA 
without  first  consulting  the  proper  con¬ 
gressional  committees  and  other  interested 
groups;  and 

“Whereas  in  June  1957  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans  of 
$500,000  or  more  be  reviewed  by  persons  out¬ 
side  REA:  Now,  therefore,  be  it 

“Resolved,  That  we  are  vigorously  opposed 
to  any  reorganization  of  REA;  we  are  abso¬ 
lutely  opposed  to  this  recent  action  by  Secre¬ 
tary  Benson  which  threatens  to  make  REA  a 
partisan  political  agency;  and  be  it  further 

"Resolved,  That  as  soon  as  the  Congress 
reconvenes  in  January  that  a  bill  be  intro¬ 
duced  and  passed  exempting  REA  from  the 
Reorganization  Act  of  1953  and  that  this  same 
bill  stipulate  that  REA  is  to  be  reestablished 
as  it  was  prior  to  the  passage  of  the 
Reorganization  Act.” 

Rural  Electric  Systems  in  Region  VUI 

The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  New  Orleans, 
La.,  September  19-20,  1957,  by  rural  electric 
systems  operating  in  the  States  of  Oklahoma, 
Arkansas,  Louisiana,  and  Missouri: 

"REORGANIZATION  OF  REA 

"Whereas  the  original  REA  Act  of  1936  pro¬ 
vided  for  strictly  nonpartisan  administration 
of  REA  and  provided  for  the  appointment  of 
an  administrator  by  the  President,  with  con¬ 
firmation  by  the  Senate  for  a  10-year  term 
to  insure  nonpartisan,  nonpolitical  admin¬ 
istration;  and 

“Whereas  Secretary  of  Agriculture  Ezra 
Taft  Benson  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in  REA 
without  first  consulting  the  proper  congres¬ 
sional  committees  and  other  interested 
groups;  and 

“Whereas  in  June  1957  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans 
of  $500,000  or  more  be  reviewed  by  persons 
outside  REA;  and 

“Whereas  in  his  letter  to  Senator  Hum¬ 
phrey  dated  August  30,  1957,  Secretary  Ben¬ 
son  asserts  that  he  has  the  authority  to 
‘review,  reverse,  amend,  annul,  or  affirm’  all 
proceeding  in  REA  or  other  agencies:  Now, 
therefore,  be  it 

“Resolved,  That  we  are  vigorously  opposed 
to  this  recent  action  by  Secretary  Benson 
which  threatens  to  make  REA  a  partisan 
political  agency;  and  be  it  further 

" Resolved ,  That  as  soon  as  the  Congress 
reconvenes  in  January  that  a  bill  be  intro¬ 
duced  and  passed  exempting  REA  from  the 
Reorganization  Act  of  1953  and  that  this 
same  bill  stipulate  that  REA  is  to  be  re¬ 
established  as  it  was  prior  to  passage  of  the 
Reorganization  Act.” 

Rural  Electric  Systems  in  Region  IX 

The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  Portland,  Oreg., 
November  4-5,  1957,  by  rural  electric  systems 
operating  in  the  States  of  Washington,  Cali¬ 
fornia,  Idaho,  Montana,  Oregon,  Utah,  and 
Alaska: 

"REORGANIZATION  OF  REA 


Rural  Electric  Systems  in  Region  VII 
The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  Cheyenne,  Wyo., 
September  23-24,  1957,  by  rural  electric  sys¬ 
tems  operating  in  the  States  of  Colorado, 
Kansas,  Nebraska,  and  Wyoming: 

"REORGANIZATION  OF  REA 

“Whereas  the  original  REA  Act  of  1936 
provided  for  strictly  nonpartisan  administra¬ 
tion  of  REA  and  provided  for  the  appoint¬ 
ment  of  an  Administrator  by  the  President 
with  confirmation  by  the  Senate  for  a  10-year 


"Whereas  the  original  REA  Act  of  1936  pro¬ 
vided  for  strictly  nonpartisan  administra¬ 
tion  of  REA  and  provided  for  the  appoint¬ 
ment  of  an  Administrator  by  the  President, 
with  confirmation  by  the  Senate  for  a  10- 
year  term  to  insure  nonpartisan,  nonpolitical 
administration;  and 

"Whereas  Secretary  of  .Agriculture  Ezra 
Taft  Benson  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in 
REA  without  first  consulting  the  proper  con¬ 
gressional  committees  and  other  interested 
groups;  and  • 


“Whereas  In  June  1957,  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans 
of  $500,000  or  more  be  reviewed  by  persons 
outside  REA:  Now,  therefore,  be  it 

" Resolved ,  That  we  are  vigorously  opposed 
to  any  reorganization  of  REA  which  will 
allow  partisan  control;  we  are  absolutely 
opposed  to  this  recent  action  by  Secretary 
Benson  which  threatens  to  make  REA  a  par¬ 
tisan  political  agency;  and  be  it  further 
“ Resolved ,  That  as  soon  as  the  Congress 
reconvenes  in  January  a  bill  be  introduced 
and  passed  exempting  REA  from  the  Re¬ 
organization  Act  of  1953,  and  that  this  same 
bill  stipulate  that  REA  is  to  be  operated  on 
a  nonpartisan  basis  as  it  was  prior  to  the 
passage  of  the  Reorganization  Act.” 

Rural  Electric  Systems  in  Region  X 
The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  Dallas,  Tex., 
November  9-10,  1957,  by  rural  electric  sys¬ 
tems  operating  in  the  States  of  Texas,  Ari¬ 
zona,  and  New  Mexico: 

“reorganization  of  rea 
"Whereas  the  original  REA  Act  of  1936 
provided  for  strictly  nonpartisan  adminis¬ 
tration  of  REA  and  provided  for  the  appoint¬ 
ment  of  an  Administrator  by  the  President, 
with  confirmation  by  the  Senate  for  a  10- 
year  term  to  insure  nonpartisan,  nonpolitical 
administration;  and 

“Whereas  Secretary  of  Agriculture  Ezra 
Taft  Benson  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in  REA 
without  first  consulting  the  proper  congres¬ 
sional  committees  and  other  interested 
groups;  and 

“Whereas  in  June  1957,  the  Secretary  failed 
to  consult  Congress  or  other  interested 
groups  before  requiring  that  all  loans  of 
$500,000  or  more  be  reviewed  by  persons  out¬ 
side  REA:  Now,  therefore,  be  it 

" Resolved ,  That  we  are  vigorously  opposed 
to  any  reorganization  of  REA  which  will  al¬ 
low  partisan  control;  we  are  absolutely  op¬ 
posed  to  this  recent  action  by  Secretary  Ben¬ 
son  which  threatens  to  make  REA  a  parti¬ 
san  political  agency;  and  be  it  further 

“Resolved,  That  as  soon  as  the  Congress 
reconvenes  in  January  a  bill  be  introduced 
and  passed  exempting  REA  from  the  Reor¬ 
ganization  Act  of  1953,  and  that  this  same 
bill  stipulate  that  REA  is  to  pe  on  a  non¬ 
partisan  basis  as  it  was  prior  to  the  passage 
of  the  Reorganization  Act.” 

Resolution  Adopted  at  the  16th  Annual 
Meeting  of  the  National  Rural  Electric 
Co-op.  Association,  Dallas,  Tex.,  February 
3-6,  1958 — Reorganization  Plan  No.  2,  U.S. 
Department  of  Agriculture 
Whereas  the  current  Secretary  of  Agricul¬ 
ture  has  violated  the  trust  of  the  Congress 
in  regard  to  the  changes  he  has  made  in  the 
structure  and  functioning  of  REA;  and 

Whereas  REA  can  no  longer  function  effi¬ 
ciently  and  effectively  as  a  result  of  this  ac¬ 
tion  by  the  Secretary  of  Agriculture;  and 
Whereas  this  situation  has  been  brought 
about  by  passage  of  the  Reorganization  Plan 
No.  2  of  1953;  and 

Whereas  Senator  Humphrey  has  introduced 
a  bill,  S.  2990,  providing  “That  section  1  of 
Reorganization  Plan  No.  2  of  1953  shall  not 
hereafter  apply  to  the  Rural  Electrification 
Administration,  and  there  are  hereby  trans¬ 
ferred  to  the  Administrator  of  the  Rural  Elec¬ 
trification  Administration  all  functions 
which  were  transferred  from  the  Administra¬ 
tor  to  the  Secretary  of  Agriculture  by  such 
Reorganization  Plan”:  Now,  therefore,  be  it 
Resolved,  That  we  support  S.  2990  which 
would  rectify  the  situation. 

Rural  Electric  Systems  in  Region  I 
The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  Burlington, 
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Vt.,  September  25-26,  1968,  by  rural  electric 
systems  operating  in  the  States  of  Delaware, 
Maine,  Maryland,  New  Hampshire,  New  Jer¬ 
sey,  New  York,  Pennsylvania,  North  Carolina, 
Vermont  and  Virginia: 

*'rea  reorganization 

“Whereas  the  original  RE  Act  of  1936  pro¬ 
vided  for  strictly  nonpartisan  administration 
of  REA  and  provided  for  the  appointment  of 
an  Administrator  by  the  President,  with  con¬ 
firmation  by  the  Senate  for  a  10-year  term  to 
insure  nonpartisan,  nonpolitical  administra¬ 
tion;  and 

“Whereas  Secretary  of  Agriculture  Ezra 
Taft  Benson  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in 
REA  without  first  consulting  the  proper  con¬ 
gressional  committees  and  other  interested 
groups;  and 

“Whereas  in  June  1957,  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans 
of  $500,000  or  more,  and  that  all  loans  of 
whatever  amount,  to  new  borrowers,  be  re¬ 
viewed  by  the  Secretary’s  office;  and 

"Whereas  Secretary  Benson  has  supported 
a  bill  in  Congress  which  would  drastically  in¬ 
crease  interest  rates  and  drive  electric  and 
telephone  cooperatives  to  Wall  Street  for 
their  financing:  Now,  therefore,  be  it 

'‘Resolved,  That  we  are  vigorously  opposed 
to  any  reorganization  of  REA;  and  be  it  fur¬ 
ther. 

“Resolved,  That  as  soon  as  the  new  Con¬ 
gress  convenes  in  1959  a  bill  identical  or 
similar  to  the  Humphrey-Price  bill  of  1958, 
which  would  restore  to  the  REA  Administra¬ 
tor  all  of  the  functions  and  authority  vested 
in  him  by  the  original  act  of  1936,  be  in¬ 
troduced  and  passed.” 

Rural  Electric  Systems  in  Region  II 

The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  St.  Petersburg, 
Fla.,  November  3^4,  1958,  by  the  rural  elec¬ 
tric  systems  operating  in  the  States  of  Geor¬ 
gia,  Florida,  and  South  Carolina: 

“REORGANIZATION  OF  REA 

“Whereas  the  original  REA  Act  of  1936 
provided  for  strictly  nonpartisan  adminis¬ 
tration  of  REA  and  provided  for  the  appoint¬ 
ment  of  an  Administrator  by  the  President, 
with  confirmation  by  the  Senate  for  a  10- 
year  term  to  insure  nonpartisan,  nonpolitical 
administration;  and 

“Whereas  Secretary  of  Agriculture  Ezra 
Taft  Benson  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in 
REA  without  first  consulting  the  proper  con¬ 
gressional  committees  and  other  interested 
groups;  and 

“Whereas  in  June  1957,  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans 
of  $500,000  or  more,  and  that  all  loans  of 
whatever  amount,  to  new  borrowers,  be  re¬ 
viewed  by  the  Secretary’s  office;  and 

Whereas  Secretary  Benson  has  supported 
a  bill  in  Congress  which  would  drastically 
increase  interest  rates  and  drive  electric  and 
telephone  cooperatives  to  Wall  Street  for 
their  financing:  Now,  therefore,  be  it 

" Resolved ,  That  as  soon  as  the  new  Con¬ 
gress  convenes  in  1959  a  bill  identical  or 
similar  to  the  Humphrey-Price  bill  of  1958,  as 
amended  by  the  House  subcommittee,  which 
would  restore  to  the  REA  Administrator  all 
of  the  functions  and  authority  vested  in 
him  by  the  original  act  of  1936,  be  intro¬ 
duced  and  passed.” 

Rural  Electric  Systems  in  Region  III 

The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  Gatllnburg, 
Tenn.,  September  15-16,  1958,  by  rural  elec¬ 
tric  systems  operating  in  the  States  of  Ala¬ 
bama,  Mississippi,  Kentucky,  and  Tennessee: 
“rea  reorganization 

"Whereas  Secretary  of  Agriculture  Ezra 
Taft  Benson  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in 


REA  without  first  consulting  the  proper 
congressional  committees  and  other  inter¬ 
ested  groups;  and 

“Whereas  in  June  1957,  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans 
of  $500,000  or  more,  and  all  loans  of  what¬ 
ever  amount  to  new  borrowers,  be  reviewed 
by  the  Secretary’s  office:  Now,  therefore, 
be  it 

“Resolved,  That  we  are  vigorously  opposed 
to  any  reorganization  of  REA;  and  be  it 
further 

“Resolved,  That  the  new  Congress  con¬ 
vening  in  1959  be  urged  to  introduce  and 
pass  a  bill  identical  or  similar  to  the 
Humphrey-Price  bill  of  1958,  which  would 
restore  to  the  REA  Administrator  all  of  the 
functions  and  authority  vested  in  him  by 
the  original  REA  Act  of  1936,  be  introduced 
and  pass.” 

Rural  Electric  Systems  in  Region  IV 

The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  French  Lick, 
Ind.,  September  4-5,  1958,  by  rural  electric 
systems  operating  in  the  States  of  Ohio, 
Indiana,  Michigan  and  West  Virginia: 

“rea  reorganization 

“Whereas  the  original  REA  Act  of  1936 
provided  for  strictly  nonpartisan  administra¬ 
tion  of  REA  and  provided  for  the  appoint¬ 
ment  of  an  Administrator  by  the  President, 
with  confirmation  by  the  Senate  for  a  10-year 
term  to  insure  nonpartisan,  nonpolitical  ad¬ 
ministration;  and 

“Whereas  Secretary  of  Agriculture  Ezra 
Taft  Benson  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in 
REA  without  first  consulting  the  proper  con¬ 
gressional  committee  and  other  interested 
groups;  and 

“Whereas  in  June  1957  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans 
of  $500,000  or  more  and  all  loans  of  what¬ 
ever  amount  to  new  borrowers,  be  reviewed 
by  the  Secretary’s  office;  and 

“Whereas  Secretary  Benson  has  proposed  a 
bill  to  the  Congress  which  would  drastically 
increase  interest  rates  and  drive  electric  and 
telephone  cooperatives  to  Wall  Street  for 
their  financing:  Now,  therefore,  be  it 

“Resolved,  That  we  are  vigorously  opposed 
to  any  reorganization  of  REA;  and  be  it 
further 

“ Resolved ,  That  as  soon  as  the  new  Con¬ 
gress  convenes  in  1959  a  bill  identical  or 
similar  to  the  Humphrey-Price  bill  of  1958, 
which  would  restore  to  the  REA  Administra¬ 
tor  all  of  the  functions  and  authority  vested 
in  him  by  the  original  act  of  1936,  be  intro¬ 
duced  and  passed.” 

Rural  Electric  Systems  in  Region  V 

The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  Madison,  Wis., 
September  29-30,  1958,  by  rural  electric  sys¬ 
tems  operating  in  the  States  of  Illinois,  Iowa, 
and  Wisconsin: 

“rea  reorganization 

“Whereas  the  original  REA  Act  of  1936 
provided  for  strictly  nonpartisan  adminis¬ 
tration  of  REA  and  provided  for  the  ap¬ 
pointment  of  an  Administrator  by  the  Presi¬ 
dent,  with  confirmation  by  the  Senate  for 
a  10-year  term  to  insure  nonpartisan,  non¬ 
political  administration;  and 

“Whereas  Secretary  of  Agriculture  Ezra 
Taft  Benson  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in 
REA  without  first  consulting  the  proper  con¬ 
gressional  committee  and  other  interested 
groups;  and 

“Whereas  in  June  1957,  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans 
of  $500,000  or  more,  and  that  all  loans  of 
whatever  amount,  to  new  borrowers,  be  re¬ 
viewed  by  the  Secretary’s  office;  and 

“Whereas  Secretary  Benson  has  supported 
a  bill,  in  Congress  which  would  drastically 
Increase  interest  rates  and  drive  electric  and 
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telephone  cooperatives  to  Wall  Street  for 
their  financing:  Now,  therefore,  be  it 

Resolved,  That  we  are  vigorously  opposed 
to  any  reorganization  of  REA;  -  and  be  it 
further 

“ Resolved ,  That  as  soon  as  the  new  Con¬ 
gress  convenes  in  1959  a  bill  identical  or 
similar  to  the  Humphrey-Price  bill  of  1958, 
which  would  restore  to  the  REA  Administra¬ 
tor  all  of  the  functions  and  authority  vested 
in  him  by  the  original  act  of  1936,  be  intro¬ 
duced  and  passed.” 

Rural  Electric  Systems  in  Region  VI 
The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  Bismarck, 
N.  Dak.,  October  27-28,  1958,  by  rural  electric 
systems  operating  in  the  States  of  Minnesota, 
North  Dakota,  and  South  Dakota: 

“rea  reorganization 

“Whereas  the  original  REA  Act  of  1936  pro¬ 
vided  for  strictly  nonpartisan  administration 
of  REA  and  provided  for  the  appointment  of 
an  Administrator  by  the  President,  with  con¬ 
firmation  by  the  Senate  for  a  10-year  term  to 
insure  nonpartisan,  nonpolitical  administra¬ 
tion;  and 

“Whereas  Secretary  of  Agriculture,  Ezra 
Taft  Benson,  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in  REA 
without  first  consulting  the  proper  congres¬ 
sional  committees  and  other  interested 
groups;  and 

“Whereas  in  June  1957,  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans  of 
$500,000  or  more,  and  that  all  loans  of  what¬ 
ever  amount,  to  new  borrowers,  be  reviewed 
by  the  Secretary’s  office;  and 

“Whereas  Secretary  Benson  has  supported 
a  bill  in  Congress  which  would  drastically 
increase  interest  rates  and  drive  electric  and 
telephone  cooperatives  to  Wall  Street  for 
their  financing:  Now,  therefore,  be  it 

“ Resolved ,  That  we  are  vigorously  opposed 
to  any  reorganization  -of  REA;  and  be  it  fur¬ 
ther 

“Resolved,  That  as  soon  as  the  new  Con¬ 
gress  convenes  in  1959  a  bill  identical  or  sim¬ 
ilar  to  the  Humphrey-Price  bill  of  1953, 
which  would  restore  to  the  REA  Administra¬ 
tor  all  of  the  functions  and  authority  vested 
in  him  by  the  original  act  of  1936,  be  intro¬ 
duced  and  passed.” 

Rural  Electric  Systems  in  Region  VII 
The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  Denver,  Colo., 
November  10-11,  1958,  by  rural  electric  sys¬ 
tems  operating  in  the  States  of  Colorado, 
Kansas,  Nebraska,  and  Wyoming: 

“rea  reorganization 

“Whereas  the  original  REA  Act  of  1936  pro¬ 
vided  for  strictly  nonpartisan  administration 
of  REA  and  provided  for  the  appointment  of 
an  Administrator  by  the  President,  with  con¬ 
firmation  by  the  Senate  for  a  10-year  term  to 
insure  nonpartisan,  nonpolitical  administra¬ 
tion;  and 

“Whereas  Secretary  of  Agriculture,  Ezra 
Taft  Benson,  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in  REA 
without  first  consulting  the  proper  congres¬ 
sional  committees  and  other  interested 
groups;  and 

“Whereas  in  June  1957,  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans  of 
$500,000  or  more,  and  that  all  loans  of  what¬ 
ever  amount,  to  new  borrowers,  be  reviewed 
by  the  Secretary’s  office;  and 

“Whereas  Secretary  Benson  has  supported 
a  bill  in  Congress  which  would  drastically 
increase  interest  rates  and  drive  electric  and 
telephone  cooperatives  to  Wall  Street  for 
their  financing:  Now,  therefore,  be  it 

“Resolved,  That  as  soon  as  the  new  Con¬ 
gress  convenes  in  1959  a  bill  identical  or  sim¬ 
ilar  to  the  Humphrey-Price  bill  of  1958, 
as  amended  by  the  House  subcommittee 
which  would  restore  to  the  REA  Administra- 
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tor  all  of  the  functions  and  authority  vested 
in  him  by  the  original  act  of  1936,  be  intro¬ 
duced  and  passed.” 

Rural  Electric  Systems  in-  Region  VIII 
The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  Oklahoma  City, 
Okla.,  October  30-31,  1958,  by  rural  electric 
systems  operating  in  the  States  of  Arkansas, 
Louisiana,  Missouri,  and  Oklahoma: 

“REA  REORGANIZATION 

“Whereas  the  original  REA  Act  of  1936 
provided  for  strictly  nonpartisan  adminis¬ 
tration  of  REA  and  provided  for  the  appoint¬ 
ment  of  an  Administrator  by  the  President, 
with  confirmation  by  the  Senate  for  a  10- 
year  term  to  insure  nonpartisan,  nonpolitical 
administration;  and 

“Whereas  Secretary  of  Agriculture  Ezra 
Taft  Benson  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in 
REA  without  first  consulting  the  proper 
congressional  committees  and  other  inter¬ 
ested  groups:  and 

“Whereas  in  June  1957,  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans  of 
$500,000  or  more,  and  that  all  loans  of  what¬ 
ever  amount,  to  new  borrowers,  be  reviewed 
by  the  Secretary’s  office;  and 

"Whereas  Secretary  Benson  has  supported 
a  bill  in  Congress  which  would  drastically 
increase  interest  rates  and  drive  electric  and 
telephone  cooperatives  to  Wall  Street  for 
their  financing:  Now,  therefore,  be  it 

“Resolved,  That  as  soon  as  the  new  Con¬ 
gress  convenes  in  1959  a  bill  identical  or 
similar  to  the  Humphrey-Price  of  1958,  as 
amended  by  the  House  subcommittee,  which 
would  restore  to  the  REA  Administrator  all 
of  the  functions  and  authority  vested  in  him 
by  the  original  act  of  1936,  be  introduced 
and  passed.” 

Rural  Electric  Systems  in  Region  IX 
The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  Missoula,  Mont., 
November  13-14,  1958,  by  the  rural  electric 
systems  operating  in  the  States  of  Alaska, 
California,  Idaho,  Montana,  Nevada,  Oregon, 
Utah,  and  Washington: 

“In  order  to  further  the  national  objec¬ 
tives  of  the  Rural  Electrification  Act  and  the 
laws  relating  to  the  comprehensive  develop¬ 
ment  of  the  Nation’s  energy  resources,  and  in 
order  to  assure  an  adequate  supply  of  low 
cost  power  for  maximum  development  of 
rural  America,  we  adopt  the  following  legis¬ 
lative  policies,  and  we  urge  our  leaders  and 
public  officials  to  take  prompt  and  con¬ 
tinuing  steps  to  bring  these  about: 

“»*•** 

“3.  We  urge  Congress  to  reestablish  the 
full  authority  of  the  REA  Administrator  to 
make  loans.” 

Rural  Electric  Systems  in  Region  X 
The  following  resolution  was  adopted  at 
the  regional  meeting  held  in  Brownsville, 
Tex.,  November  17-18,  1958,  by  rural  electric 
systems  operating  in  the  States  of  Texas, 
Arizona,  and  New  Mexico: 

"REA  REORGANIZATION 

“Be  it  resolved.  That  as  soon  as  the  Con¬ 
gress  convenes  in  1959  a  bill  identical  or 
similar  to  the  Humphrey-Price  bill  of  1958, 
as  amended  by  the  House  subcommittee, 
which  would  restore  to  the  REA  Administra¬ 
tor  all  of  the  functions  and  authority  vested 
in  him  by  the  original  act  of  1936,  be  intro¬ 
duced  and  its  passage  pressed.” 

Resolution  Adopted  at  the  17th  Annual 
Meeting  of  the  National  Rural  Electric 
Co-op  Association,  Washington,  D.C., 
February  9-12,  1959 

REORGANIZATION  OF  REA 

Whereas  the  original  Rural  Electrification 
Act  of  1936  provided  for  strictly  nonpartisan 
administration  of  REA  and  provided  for  the 
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appointment  of  an  Administrator  by  the 
President,  with  confirmation  by  the  Senate 
for  a  10-year  term  to  insure  nonpartisan, 
nonpolitical  administration;  and 
Whereas  Secretary  of  Agriculture  Ezra 
Taft  Benson  pledged  himself  to  a  congres¬ 
sional  committee  to  make  no  changes  in  REA 
without  first  consulting  the  proper  congres¬ 
sional  committees  and  other  interested 
groups;  and 

Wheras  in  June  1957  the  Secretary  did 
reorganize  REA  by  requiring  that  all  loans 
of  $500,000  or  more,  and  all  loans  of  what¬ 
ever  amount  to  new  borrowers,  be  reviewed 
by  the  Secretary’s  office;  and 
Whereas  the  Humphrey-Price  bill  would 
restore  to  the  REA  Administrator  all  of  the 
functions  and  authority  vested  in  him  by 
the  original  act  of  1936,  without  divorcing 
REA  from  the  Department  of  Agriculture: 
Now,  therefore,  be  it 

“ Resolved ,  That  we  urge  the  Congress  to 
pass  the  Humphrey-Price  bill  as  early  as  pos¬ 
sible  in  the  86th  Congress. 


The  Dormer's  Bill  of  Rights 
It  is  an  honor  to  address  this  16th  annual 
banquet  of  the  Farmers  Union  Grain  Ter¬ 
minal  Association — a  great  enterprise  sym¬ 
bolic  offthe  growth  and  progress  of  agricul¬ 
ture  ip  the  Midwest,  and  symbolic  of  what 
farnypeople  can  do  working  together. 

s  a  thrilling  sight  to  look  out  over  this 


vscst  gathering  of  farmers  from  throughout 


e  great  breadbasket  of  the  Midwest. 

This  is  America — the  solid,  determined,  de¬ 
pendable  America — the  deep  roots  of 
democracy,  embedded  firmly  in  the  soil. 

America  owes  a  tremendous  debt  of  grati¬ 
tude  to  its  farmers  of  the  past  and  of  the 
present. 

FOOD  OUR  BASIC  QUEST 

Every  farmer  in  the  Nation  can  be  justly 
proud  of  the  great  contribution  American 
agriculture  has  made,  and  is  still  making,  to 
our  country’s  growth  and  progress. 

Agriculture  is  basic  to  life  itself.  It  is  the 
lifeline  of  food  and  fiber,  without  which  we 
cannot  survive. 

Farmers  were  among  our  Nation’s  found¬ 
ers.  They  paved  the  way  for  creation  of  our 
great  Nation  of  today,  by  producing  in  ever- 
increasing  abundance  the  essentials  of  our 
survival — the  food  and  fiber  we  needed  for  a 
growing  and  struggling  Nation  of  free  people. 

The  struggle  for  food  comes  before  all  else. 
By  the  ever-increasing  efficiency  of  America’s 
farmers,  in  providing  food  not  only  for 
themselves  but  for  others  about  them  as  well. 


they  have  made  possible  the  release  of  man¬ 
power  to  create  a  mighty  industrial  as  well 
as  a  rich  agricultural  empire  in  our  new, 
world. 


there’s  strength  in  the  land 


ADDRESS  BY  SENATOR  HUMPHREY 
BEFORE  .THE  16TH  ANNUAL  BAN- 
QUETNOF  THE  FARMERS  UNION 
GRAIN  XTERMINAL  ASSOCIATION 


But  agriculture  has  contributed  more 
than  food  and  fiber  to  our  Nation.  Le  has 
contributed  much  to  our  basic  strength  of 
moral  character,  our  hardiness,  ouir  respect 
for  family  ties.  It  has  contributed  our 
American  pattern'  of  family  farming,  with  its 
broad  base  of  independent  landholders  as  a 
firm  foundation  upon  whijn  democracy 
could  survive  and  grow. 

Is  it  any  wonder,  then,  thfit  I  say  America 
owes  a  great  debt  of  gratitude  to  its  farm 
people? 

Farmers  today,  howe^r,  are  seriously  con¬ 
cerned  about  the  future.  They  see  strangely 
familiar  symptoms/ of  economic  trouble. 
Farm  prices  have  /een  falling  too  far  and 
too  fast.  The  parity  ratio — the  relation  of 
what  a  farmer /receives  to  what  he  must 
pay — has  gony' steadily  downward.  It  has 
slumped  to  jynational  average  of  90  percent, 
the  lowest  /since  1941.  It’s  even  lower  in 
many  Stages,  and  for  many  important  com¬ 
modities/ 


FARMER  IS  THE  KEYSTONE 


Mr.  HUMPHREY.  Mr.  President,  I 
ask  unanimous  consent  to  have  printed 
in  the  body  of  the  Record  a  speech 
which  I  delivered  in  December  of  1953> 
at  the  16th  annuarvbanquet  of  the  Fan 
ers  Union  Grain  Terminal  Association/In 
St.  Paul. 

Recently  I  had  occasion  to  refer  t*5  this 
speech,  and  was  interested  to  film  that 
the  truths  stated  at  that  tinre  about 
American  agriculture  have\even  stronger 
impact  today.  The  needs  W  the  farm 
segment  of  our  economy,  as'enunciated 
then,  have  increased  in  hftensity  today. 
The  rights  of  American/armersyin  1953 
are  the  same  rights  iry  1959.  Fok  these 
reasons,  I  find  the  remarks  timelyV so  I 
ask  to  bring  them  tjg  the  attention  oKpiy 
colleagues. 

There  being  no  objection,  the  addre 
was  ordered  to/>e  printed  in  the  Record,'' 
as  follows ; 


Favfners  aren’t  the  only  ones  concerned 
about  these  danger  signs.  The  President  and 
Congress  are  concerned.  The  business  com- 
tunity  is  growing  increasingly  concerned. 
rhy?  Because  we  have  learned  that  agri¬ 
cultural  income  and  national  prosperity  go 
hand  in  hand.  We  have  learned  that  de¬ 
pressions  start  on  the  farm.  We  have 
learned  that  the  economic  problems  of 
agriculture  are  not  just  farm  problems,  but 
everybody’s  problems. 

Agriculture  is  still  basic  to  America’s  econ¬ 
omy.  Without  a  sound,  efficient,  abundant, 
prosperous  agriculture,  America’s  dynamic 
economy  cannot  long  maintain  its  expand¬ 
ing  pace  of  higher  living  standards  and 
greater  comforts  of  life  for  all. 

We  have  learned  that  lesson  in  the  past— 
the  hard  way.  We  must  never  forget  it. 

There  is  a  public  interest  responsibility 
toward  agriculture  that  cannot  be  ignored. 

Our  Government  early  recognized  the  pub¬ 
lic’s  interest  in  the  Nation’s  welfare  in  a 
strong  agriculture,  in  a  family-faj-m  type  of 
agriculture,  by  opening  up  vast  public  lands 
to  homesteading  in  order  to  encourage  agri- 
iltural  expansion  and  farm  ownership. 

!y  making  such  opportunities  available, 
theNNation  was  repaid  many  times  the  value 
of  itA.  investment  in  agriculture’s  future. 

AnaSif  you’ll  pardon  an  aside,  I  very  much 
doubt  lS  the  moral  fiber  of  our  pioneering 
fathers  Vas  corrupted  by  accepting  that 
homesteadSsubsidy  of  free  land. 


HaW  SKIDS  WERE  GREASED 


As  our  Nation  embarked  upon  its  industrial 
development,  it\was  business  and  industry — 
not  agriculture— -khat  first  shunned  the  risks 
of  the  free  market,  and  asked  for  aid  and 
protection  by  law — -the  tariffs,  the  grants,  and 
subsidies,  the  poweXof  regulating  produc¬ 
tion  and  competition\to  assure  reasonable 
profits. 

As  a  new  aristocracy  ck  industrial  barons 
developed  in  our  country,  their  influence 
upon  government  resulted \n  public  policy 
being  designed  more  and  mofie  to  serve  their 
own  ends — at  the  expense  of  American  agri¬ 
culture,  and  the  American  workingman. 

Our  economy  grew  out  of  balance,  and 
weaker  became  the  foundation  upqn  which 
it  all  was  based. 


The  rich  grew  richer,  and  the  podk  grew 
poorer,  until  the  bubble  had  to  be  buVst. 

I  need  not,  I  am  sure,  remind  you  at  length 
of  the  great  depression.  Most  of  us  remem¬ 
ber  all  too  well  that  tragic  period  in  our 
economic  and  political  history. 

Agriculture,  as  usual,  felt  its  impact  first,  \ 
longest,  and  hardest.  ' 


L 
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Thftse,  I  believe,  are  basic  rights  of  Amer¬ 
ican  agriculture. 

They Vre  not  new  rights.  They  are  not 
rights  ok  special  privilege,  gained  through 
misuse  orNabuse  of  tremendous .  power  over 
the  lifelines,  of  the  Nation’s  food  supply. 
weVe  earned  the  right 

Rather,  thejkare  rights  of  historic  prece¬ 
dent,  earned  by*,  the  great  and  continuing 
contribution  of  agriculture  to  American  life — 
the  fulfillment  of  the  Nation’s  needs  in  peace 
or  war,  in  good  times  or  bad,  at  personal 
profit  or  personal  losX. 

They  are  rights  set  iorth  as  public  policy, 
time  after  time,  in  thk  objectives  of  legis¬ 
lation  enacted  by  the  Congress  of  the  United 
States.  \ 

They  need  reiterating  nok  only  as  a  guid¬ 
ing  beacon  of  light,  cast  upon,  the  darkness 
of  confusion  surrounding  current  contro¬ 
versy  over  America’s  farm  policy. 

They  must  be  just  as  zealously  guarded, 
against  forces  which  seek  to  destroy  them,  as 
we  guard  other  historic  rights,  privneges,  and 
responsibilities  of  freedom  in  our  dernocracy. 

That,  I  believe,  should  be  Americana  agri¬ 
culture’s  rallying  point  for  unity  todayv-and 
the  Nation’s  challenge  to  fully  exemplify 
the  meaning  of  democracy  as  equal  opjW- 
tunity  for  all.  \ 


AMENDMENT  OP  REORGANIZATION 
PLAN  NO.  2  OP  1953 

The  Senate  resumed  the  consideration 
of  the  bill  (S.  144)  to  amend  Reorgani¬ 
zation  Plan  No.  2  of  1953. 

Mr.  CURTIS.  Mr.  President,  the 
Rural  Electrification  Administration  was 
originally  conceived  to  be  operated  as  an 
independent  agency.  The  original  intent 
of  the  law  was  that  the  REA  program 
should  be  operated  by  an  independent 
agency  of  the  Government.  That  law 
was  changed  somewhat  by  the  Reorgani¬ 
zation  Act  of  1939,  and  was  again 
changed  by  the  Reorganization  Act  of 
1953. 

Senate  bill  144  is  not  a  satisfactory 
solution  to  the  problem  now  before  us. 
The  bill  has  been  changed  materially  in 
the  past  few  weeks. 

Senate  bill  144  provides  that  the  pro¬ 
gram  “shall  be  exercised  and  adminis¬ 
tered  within  the  Department  of  Agricul¬ 
ture  by  such  Administrator  under  the 
general  direction  and  supervision  of  the 
Secretary  of  Agriculture.” 

The  bill  makes  an  exception  to  that; 
and  the  exception  is  confined  to  the  ap¬ 
proval  or  disapproval  of  loans.  The  ex¬ 
ception  does  not  even  include  the  general 
fiscal  policy  of  the  REA. 

An  amendment,  offered  by  me  and  the 
distinguished  senior  Senator  from  Geor¬ 
gia  [Mr.  Russell],  would  establish  the 
REA  as  a  completely  independent 
agency,  as  it  was  originally  conceived. 
That  amendment  to  Senate  bill  144  is 
being  printed.  It  is  now  the  pending 
question. 

Mr.  President,  I  could  spend  a  great 
deal  of  time  appraising  the  rural  elec¬ 
trification  program.  It  has  been  one  of 
the  finest  programs  ever  developed  for 
American  farmers.  It  is  something  the 
American  farmers  are  paying  for.  The 
REA  cooperatives  have  had  an  excellent 
record  of  repayment.  The  program  has 
brought  a  new  day  to  the  farms  of  Amer¬ 
ica  not  only  by  the  use  of  electric  lights, 
but  also  by  the  use  of  electric-powered, 
equipment  of  all  kinds.  The  program  is 


successful.  The  repayment  record  is 
good.  The  present  Administrator,  Mr. 
David  Hamil,  is  the  finest  REA  Adminis¬ 
trator  the  Government  has  ever  had.  He 
is  doing  an  outstanding  job.  He  has  the 
confidence  of  the  farmers  of  the  Nation. 

But  notwithstanding  the  splendid  rec¬ 
ord  of  Mr.  Hamil,  certain  fears  and  ap¬ 
prehensions  have  arisen  throughout  the 
country  because  reorganization  acts 
have  vested  in  the  Secretary  of  Agricul¬ 
ture  all  the  power  the  Administrator  of 
the  REA  had.  The  Committee  on  Gov¬ 
ernment  Operations  held  hearings  on  this 
matter.  Representatives  of  local  REA’s 
and  individual  farmers  appeared  before 
the  committee.  I  attended  the  hearings. 
As  I  recall,  I  took  occasion  to  ask  every 
witness  who  appeared  whether  the  serv¬ 
ice  he  had  been  receiving  from  the  REA 
was  satisfactory.  Every  witness  replied 
in  the  affirmative.  I  asked  each  witness 
whether  his  REA  had  made  application 
for  a  loan  which  had  been  denied.  Each 
of  the  witnesses  replied  that  that  was 
not  the  caes. 

Nevertheless,  one  could  sense  a  fear 
of  the  power  of  the  Secretary  of  Agri¬ 
culture  over  the  REA  program.  They 
did  not  like  that  power.  They  held  to 
the  opinion  that  there  was  a  possibility 
that  the  program  would  take  a  turn  other 
than  to  their  liking. 

I  do  not  regard  that  as  a  condemnation 
of  the  present  Secretary  of  Agriculture. 
Every  Secretary  of  Agriculture  encoun¬ 
ters  a  certain  amount  of  controversy. 
We  have  controversy  and  we  have  politics 
concerning  an  agricultural  price-support 
program.  We  have  controversy  and  we 
have  politics  concerning  proposed  legis¬ 
lation  with  reference  to  any  crop, 
whether  it  be  sugar,  cotton,  wheat,  corn, 
or  whatnot.  If  Senate  bill  144  is  passed 
and  is  enacted  into  law,  the  Secretary 
of  Agriculture  will  still  have  the  general 
direction  and  supervision  of  the  REA  pro¬ 
gram. 

After  the  hearings  were  held  last  year, 
I  went  home  and  discussed  this  matter 
with  a  number  of  REA  leaders.  The 
opinion  was  unanimous  that  what  ought 
to  be  done  is  to  have  the  REA  set  up  as 
an  independent  agency. 

The  proposal  in  which  the  distin¬ 
guished  Senator  from  Georgia  [Mi’. 
Russell]  has  joined  me,  as  an  amend¬ 
ment  of  S.  144,  does  that  very  thing. 
The  proposal  is  not  a  new  departure. 
The  REA  Administrator  would  lend 
money  to  local  REA’s  so  that  they  could 
carry  out  their  programs. 

The  Curtis-Russell  amendment  pro¬ 
poses  to  do  in  this  case  what  was  done  in 
the  case  of  the  Farm  Credit  Administra¬ 
tion.  Public  Law  202,  83d  Congress,  1st 
session,  created  the  Farm  Credit  Ad¬ 
ministration  as  an  independent  agency. 
The  law  took  the  agency  out  of  the  De¬ 
partment  of  Agriculture  and  established 
it  on  its  own.  It  removed  the  Farm 
Credit  Administration  from  all  the  con¬ 
troversy  and  politics  that  go  with  some¬ 
thing  that  is  as  difficult  to  legislate  for 
as  is  the  entire  field  of  agriculture.  The 
Curtis-Russell  amendment  follows  the 
same  pattern.  I  am  referring  to  Public 
Law  202  of  the  83d  Congress,  1st  session, 
relating  to  the  Farm  Credit  Administra- 
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tion.  The  first  sentence  of  section  3 
reads: 

The  Farm  Credit  Administration  shall  be 
an  independent  agency  in  the  executive 
branch  of  the  Government. 

I  ask  unanimous  consent  to  have 
printed  in  the  Record  as  a  part  of  my 
remarks  at  this  point  subparagraphs 
(b) ,  (c) ,  (d) ,  and  (e)  of  section  7  of  that 
act. 

There  being  no  objection,  the  extracts 
were  ordered  to  be  printed  in  the  Rec¬ 
ord,  as  follows: 

(b)  Employees  in  the  Department  of  Agri¬ 
culture  who  are  being  utilized  on  the  effec¬ 
tive  date  of  this  Act  primarily  for  the  per¬ 
formance  of  functions,  powers,  and  duties 
heretofore  or  by  this  Act  vested  in  the  Farm 
Credit  Administration,  shall  be  transferred 
to  the  jurisdiction  and  control  of  the  Farm 
Credit  Administration  in  those,  instances  in 
which  the  Governor  determines  that  they  are 
qualified  and  necessary  to  carry  out  the 
functions,  powers,  and  duties  of  the  Farm 
Credit  Administration. 

(c)  All  assets,  funds,  contracts,  property, 
and  records  used  and  employed  in  the  execu¬ 
tion  of  the  functions,  powers,  and  duties 
heretofore  or  by  this  Act  vested  in  the  Farm 
Credit  Administration  are  hereby  transferred 
to  the  jurisdiction  and  control  of  the  Farm 
Credit  Administration. 

(d)  So  much  of  the  unexpended  balances 
of  appropriations,  allocations,  and  other 
funds  available  or  to  be  made  available  for 
salaries,  expenses,  and  all  other  administra¬ 
tive  expenditures  as  the  Director  of  the  Bu¬ 
reau  of  the  Budget  shall  determine  for  use 
in  the  execution  of  the  functions  heretofore 
or  by  this  Act  vested  in  the  Farm  Credit 
Administration,  shall  be  transferred  to  and 
vested  in  the  Farm  Credit  Administration. 

(e)  All  unexpended  balances  of  appropria¬ 
tions,  allocations,  or  other  funds,  other  than 
those  mentioned  in  subsection  (d)  of  this 
section,  available  (including  those  available 
for  the  fiscal  year  ending  June  30,  1953)  for 
the  Farm  Credit  Administration  and/or  for 
the  Secretary  of  Agriculture  on  account  of 
the  functions  and  activities  of  Farm  Credit 
Administration,  shall  be  transferred  to  the 
Farm  Credit  Administration  and  shall  re¬ 
main  available  for  the  exercise  of  the  func¬ 
tions  and  activities  of  the  Farm  Credit  Ad¬ 
ministration. 

Mr.  CURTIS.  Mr.  President,  if  the 
Senate  should  pass  S.  144  as  reported  by 
the  Committee  on  Government  Opera¬ 
tions,  it  would  certainly  be  legislating 
confusion,  because  the  Senate  would  say, 
on  the  one  hand,  the  Secretary  of  Agri¬ 
culture  shall  have  general  supervision 
and  direction  of  the  program,  and,  on 
the  other  hand,  the  Senate  would  say, 
“except  he  shall  not  have  any  supervi¬ 
sion  or  control  of  the  approval  or  dis¬ 
approval  of  loans.” 

If  the  Senate  is  to  give  any  attention 
to  the  problems  raised  as  set  forth  in  the 
hearings,  it  should  go  all  the  way  and 
vest  authority  in  one  place.  If  S.  144  as 
reported  should  pass,  there  would  result 
a  situation  wherein  the  determination  of 
general  policy  for  REA  would  vest  in  the 
Secretary  of  Agriculture.  Such  au¬ 
thority  would  be  broad  in  its  scope. 
Legal  policy,  legal  requirements,  legal 
procedures,  and  like  matters,  would  be 
subject  to  the  authority  of  the  Secretary 
of  Agriculture. 

If  S.  114  as  reported  by  the  committee 
should  pass,  there  would  be  vested  in  the 
Secretary  of  Agriculture  the  determina¬ 
tion  of  policies  to  be  adopted  in  refer- 
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ence  to  interest  and  recommendations 
for  raising  or  lowering  interest  rates. 

If  the  Curtis-Russell  amendment  or 
substitute  shall  be  adopted,  that  au¬ 
thority  will  be  vested  in  the  REA  Admin¬ 
istrator.  If  the  Curtis-Russell  amend¬ 
ment  shall  be  enacted,  the  authority  over 
his  own  legal  department  will  be  in  the 
hands  of  the  Administrator.  Whoever 
controls  the  legal  department  of  an 
agency  can  determine  the  actions  of  the 
agency. 

If  S.  144  as  reported  by  the  committee 
shall  be  passed,  all  policies  of  the  agency 
will  be  subject  to  the  general  supervision 
and  control  of  the  Secretary.  Likewise, 
the  Administrator’s  assistants,  his  help, 
all  of  his  personnel,  his  budget,  and 
everything  that  determines  the  program 
he  will  be  able  to  carry  on,  will  be  sub¬ 
ject  to  the  general  supervision  and  con¬ 
trol  of  the  Secretary  of  Agriculture. 

It  seems  to  me  we  are  faced  with  a 
problem.  We  had  a  fine  independent 
agency.  Under  the  reorganization  acts 
the  agency  was  placed  in  the  Depart¬ 
ment  of  Agriculture.  If  it  is  to  be  left 
in  the  Department,  that  is  a  decision  the 
Congress  should  make.  But  certainly 
Congress  should  not  leave  the  agency 
in  the  Department  and  have  the  au¬ 
thority  so  divided  that  the  farmers  of 
the  country  and  the  local  REA’s  will  find 
nothing  but  confusion  in  the  fixing  of 
responsibility  for  the  conduct  of  the 
REA  program. 

If  S.  144  as  reported  by  the  committee 
shall  be  passed,  the  borrowers  will  have 
to  look  to  the  Secretary  of  Agriculture 
for  the  ultimate  determination  of  every 
decision  and  every  policy  relating  to 
REA  except  as  to  the  mere  approval  or 
disapproval  of  a  loan.  While  the  mak¬ 
ing  of  the  loan  is  a  very  important  act, 
the  power  of  the  agency  would  be  nar¬ 
rowed  to  a  single  function. 

I  am  thoroughly  convinced  that  if  the 
National  REA  Association  were  to  carry 
back  to  its  members  and  to  the  farmers 
of  the  country  a  request  fdr  a  decision 
as  to  whether,  if  there  is  to  be  legisla¬ 
tion,  the  REA  should  be  constituted  an 
independent  agency  or  whether  Con¬ 
gress  should  legislate  confusion,  as  is 
proposed  by  S.  144  as  reported  by  the 
committee,  the  farmers  would  be  in 
favor  of  the  establishment  of  an  inde¬ 
pendent  agency. 

Mr.  President,  the  Curtis-Russell 
amendment,  as  I  have  stated,  follows 
the  pattern  of  the  Farm  Credit  Admin¬ 
istration.  It  begins  by  stating  that 
there  shall  be  created  and  established  in 
the  executive  branch  of  the  Government 
an  independent  agency  to  be  known  as 
the  Rural  Electrification  Administration. 

It  provides  that  Administrator  Hamil 
shall  continue  as  Administrator. 

It  calls  for  the  appointment,  at  the  end 
of  Mr.  Hamil’s  term,  of  an  Administra¬ 
tor  for  a  period  of  10  years,  at  a  salary 
of  $20,000  a  year. 

Its  purpose  is  to  give  the  REA  the 
status  it  ought  to  have;  namely  that  of 
an  agency  in  its  own  right.  Its  purpose 
is  to  remove  from  confusion,  from  con¬ 
troversy,  and  from  agricultural  legisla¬ 
tion  politics,  the  fine  program  of  the 
REA. 


The  amendment  sponsored  by  me  and 
by  the  distinguished  Senator  from  Geor¬ 
gia  [Mr.  Russell]  provides  for  a  trans¬ 
fer  of  the  employees  now  working  in 
the  REA  to  the  new  agency,  and  for  a 
transfer  of  the  assets,  appropriations 
and  powers.  It  follows  very  closely  the 
pattern  established  by  Congress  in  Pub¬ 
lic  Law  202  of  the  83d  Congress  relating 
to  the  Farm  Credit  Administration, 
parts  of  which- 1  have  already  had  print¬ 
ed  in  the  Record. 

Some  question  has  been  raised  as  to 
whether,  if  the  Curtis-Russell  amend¬ 
ment  should  prevail,  the  same  commit¬ 
tees  which  now  handle  authorizations 
and  appropriations  for  REA  would  con¬ 
tinue  to  do  so.  We  have  added  section 
4  to  make  that  matter  abundantly  clear. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  to  have  printed  in  the  Record  at 
this  point  a  copy  of  the  Curtis-Russell 
amendment. 

There  being  no  objection,  the  amend¬ 
ment  in  the  nature  of  a  substitute  of¬ 
fered  by  Mr.  Curtis  for  himself  and  Mr. 
Russell  was  ordered  to  be  printed  in 
the  Record,  as  follows: 

Strike  out  all  after  the  enacting  clause  and 
insert  in  lieu  thereof  the  following: 

"That  there  is  hereby  created  and  estab¬ 
lished  in  the  executive  branch  of  the  Gov¬ 
ernment  an  independent  agency  to  be  known 
as  the  ‘Rural  Electrification  Administration’ 
all  of  the  powers  of  which  shall  be  exercised 
by  an  Administrator  who  shall  be  appointed 
by  the  President  by  and  with  the  advice  and 
consent  of  the  Senate  for  a  term  of  ten  years 
and  who  shall  receive  a  salary  of  $20,000  per 
annum.  The  Administrator  shall  have  direc¬ 
tion,  supervision,  and  control  of  the  Rural 
Electrification  Administration  and  all  of  its 
operations  and  functions  as  authorized  in 
the  Rural  Electrification  Act  of  1936,  as 
amended. 

“Sec.  2.  The  incumbent  of  the  Office  of 
Administrator  of  the  Rural  Electrification 
Administration  appointed  before  the  effective 
date  of  this  Act  shall  serve  the  remainder 
of  the  term  for  which  he  was  appointed.  At 
the  expiration  of  such  term,  or  if  the  office 
shall  become  vacant  at  any  time  for  any 
reason,  the  President  shall  designate  an 
Acting  Administrator  to  exercise  and  per¬ 
form  all  functions,  powers,  and  duties  vested 
in  the  Rural  Electrification  Administration 
until  the  appointment  and  qualification  of 
an  Administrator,  as  provided  in  the  first 
section  of  this  Act. 

"Sec.  3.  (a)  Employees  in  the  Department 
of  Agriculture  who  are  being  utilized  on  the 
effective  date  of  this  Act  primarily  for  the 
performance  of  functions,  powers,  and  duties 
provided  for  in  the  Rural  Electrification  Act 
of  1936,  as  amended,  shall  be  transferred  to 
the  jurisdiction  and  control  of  the  Rural 
Electrification  Administration  in  those  in¬ 
stances  in  which  the  Administrator  deter¬ 
mines  that  they  are  qualified  and  necessary 
to  carry  out  the  functions,  powers,  and  duties 
of  the  Rural  Electrification  Administration. 

"(b)  All  assets,  funds,  contracts,  property, 
and  records  used  and  employed  in  the  execu¬ 
tion  of  the  functions,  powers,  and  duties 
authorized  by  the  Rural  Electrification  Act 
of  1936,  as  amended,  are  hereby  transferred 
to  the  jurisdiction  and  control  of  the  Rural 
Electrification  Administration. 

“(c)  All  unexpended  balances  of  appro¬ 
priations,  allocations,  or  other  funds  avail¬ 
able  (including  those  available  for  the  fiscal 
year  ending  June  30,  1959)  for  the  Rural 
Electrification  Administration  and  for  the 
Secretary  of  Agriculture  on  account  of  the 
functions  and  activities  of  the  Rural  Elec¬ 
trification  Administration  shall  be  trans¬ 


ferred  to  the'  Rural  Electrification  Adminis¬ 
tration  and  shall  remain  available  for  the 
exercise  of  the  functions  and  activities  of 
the  Rural  Electrification  Administration. 

"Sec.  4.  (a)  Notwithstanding  any  other 
provision  of  this  Act,  or  of  any  rule  of  the 
Senate  or  of  any  committee  of  the  Senate, 
any  proposed  legislation  or  other  matter  (in¬ 
cluding  appropriations),  relating  to  the  ad¬ 
ministration  of  the  Rural  Electrification  Act 
of  1936,  as  amended,  shall,  after  the  date  of 
enactment  of  this  Act,  be  referred  to  the 
same  committees  and  subcommittees  of  the 
Senate  to  which  such  proposed  legislation 
or  other  matter  would  have  been  referred 
had  this  Act  not  been  enacted. 

“(b)  This  section  is  enacted — 

“(1)  as  an  exercise  of  the  rulemaking 
power  of  the  Senate  and  as  such  it  shall  be 
considered  as  part  of  the  rules  of  the  Senate, 
and  shall  supersede  other  rules  of  the  Senate 
only  to  the  extent  that  they  are  inconsistent 
therewith;  and 

“(2)  with  full  recognition  of  the  constitu¬ 
tional  right  of  the  Senate  to  change  such 
rule  at  any  time,  in  the  same  manner  and 
to  the  same  extent  as  in  the  case  of  any 
other  rule  of  the  Senate." 

Amend  the  title  so  as  to  read:  “A  bill  to 
establish  the  Rural  Electrification  Adminis¬ 
tration  as  an  independent  agency,  and  for 
other  purposes." 

Mr.  CURTIS.  Mr.  President,  a  read¬ 
ing  of  the  Curtis-Russell  amendment  will 
not  leave  confusion  in  the  mind  of  any¬ 
one.  Anyone  who  reads  the  amendment 
will  know  who  is  to  have  the  authority 
in  REA  matters.  He  will  know  who  will 
have  authority  to  go  before  the  Bureau 
of  the  Budget  and  to  outline  the  pro¬ 
gram.  He  will  know  who  is  to  have  the 
authority  to  recommend  to  the  Congress 
the  interest  policy — namely,  the  REA 
Administrator,  David  Hamil.  He  will 
know  who  is  to  have  the  authority  to 
rim  the  legal  department  of  the  REA — 
namely,  the  REA  Administrator,  David 
Hamil.  He  will  know  who  is  to  have  the 
authority  to  establish  any  policy  with 
reference  to  the  REA. 

Mr.  President,  who  knows  where  au¬ 
thority  will  rest  under  S.  144?  The 
whole  theory  of  the  reorganization  plans 
was  to  establish  a  chain  of  command 
and  to  give  to  the  Secretary — in  this  case 
the  Secretary  of  Agriculture — all  the 
power  the  administrator  of  an  agency 
may  have. 

The  bill  S.  144  is  what  we  have  to  con¬ 
sider.  In  the  bill  it  is  stated  that  the 
activities  of  the  agency  shall  be  admin¬ 
istered  by  the  Administrator  of  the  REA 
under  the  general  direction  and  supervi¬ 
sion  of  the  Secretary  of  Agriculture,  ex¬ 
cept  that  the  mere  approval  or  disap¬ 
proval  of  loans  is  not  to  be  subject  to 
his  control. 

One  can  raise  any  question  about  the 
REA  policy  he  desires  to  suggest,  but 
there  are  still  two  officials  having  initial 
authority,  with  ultimate  authority  vested 
in  the  Secretary  of  Agriculture. 

Again  I  say  if  the  National  Associa¬ 
tion  of  REA  Cooperatives,  now  that  this 
matter  has  been  fully  developed  in  the 
hearings  of  the  Committee  on  Agricul¬ 
ture  and  Forestry  and  the  Committee  on 
Government  Operations,  will  resubmit 
this  issue  to  the  American  farmers  and 
to  the  local  REA’s,  there  is  no  question 
in  my  mind  that  they  will  say,  "Give  this 
fine  REA  program  the  recognition  it 


1959 


CONGRESSIONAL  RECORD  —  SENATE 


should  have.  Give  the  program,  a  status 
of  its  own.  Make  this  an  independent 
agency.  Do  not  legislate  confusion,  with 
the  dual  responsibility  and  the  serious 
questions  that  are  left  unanswered  by 
S.  144.” 

Mr.  President,  the  purpose  of  these 
remarks  is  to  outline  for  those  who  read 
the  Congressional  Record  the  provisions 
of  the  amendment  we  expect  to  offer 
tomorrow.  I  do  not  know  what  version 
will  prevail.  I  do  not  know  whether 
there  will  be  sufficient  votes  to  adopt  the 
amendment.  I  hope  the  amendment 
will  be  agreed  to,  and  I  am  inclined  to 
think  it  may  be. 

I  am  thoroughly  satisfied  that  if  any 
Senator  takes  the  issue  back  home  and 
submits  the  decision  to  the  farm  leaders 
in  the  various  localities  who  run  the 
REA’s,  those  farm  leaders  will  say,  “Give 
us  an  independent  agency  with  clear-cut 
authority  under  one  Administrator,  and 
grant  recognition  not  only  to  a  splendid 
program,  the  REA  program,  but  grant 
recognition  also  to  the  most  outstanding 
REA  Administrator  we  have  ever  had, 
Mr.  David  Hamil.” 

I  am  likewise  convinced  that  should 
S.  144  become  law,  as  written,  it  will  be 
most  unsatisfactory  to  all  these  people. 

Mr.  President,  I  yield  the  floor. 

Mr.  DANGER.  Mr.  President,  one  of 
the  most  important  issues  of  interest  to 
the  people  of  North  Dakota,  as  well  as 
other  parts  of  the  country,  is  the  ques¬ 
tion  of  the  REA  interest  rate.  I  have 
spoken  on  this  subject  many  times,  but 
today  I  should  like  to  have  printed  in  the 
Record  a  speech  I  made  on  the  floor  of 
the  Senate  on  January  23,  1958.  I  ask 
unanimous  consent  that  it  be  printed  in 
the  body  of  the  Record. 

There  being  no  objection,  the  speech 
was  ordered  to  be  printed  in  the  Record, 
as  follows : 

Mr.  Langer.  Mr.  President,  this  morning  I 
introduced  two  bills  dealing  with  REA.  I 
ask  unanimous  consent  that  a  statement 
prepared  in  connection  with  the  bills  may 
be  printed  in  the  body  of  the  Record  follow¬ 
ing  the  introduction  of  the  bills. 

There  being  no  objection,  the  statement 
was  ordered  to  be  printed  in  the  Record,  as 
follows : 

“I  have  asked  for  the  floor  because  I  want 
to  speak  up  against  the  robbery  of  the 
American  people.  It  is  a  robbery  that  has 
been  going  on  for  years,  but  I  don’t  think 
we  should  let  another  day  pass  without  do¬ 
ing  something  to  stop  it.  I  am  referring  to 
the  practice  of  electric  power  companies  in 
spending  countless  millions  in  propaganda 
advertising  and  political  activities  and  then 
adding  the  costs  of  this  propaganda  to  their 
cost  of  operation  and  making  the  consumer 
pay  for  it  in  his  electric  bill. 

“electric  power  a  monopoly  industry 

"As  everyone  knows,  the  electric  power  in¬ 
dustry  is  a  monopoly  industry.  The  man 
that  wants  electricity  must  buy  it  from  the 
company  that  services  his  community  and 
he  must  pay  the  rates  which  they  charge. 
The  consumer  has  absolutely  no  choice  in 
the  matter.  Because  of  this  monopoly  posi¬ 
tion  enjoyed  by  the  electric  power  companies 
the  law  provides  that  they  are  allowed  to 
charge  only  such  rates  that  will  enable  them 
to  cover  their  costs  of  operation  and  their 
costs  of  obtaining  the  money  that  they  need 
for  that  operation.  Obviously,  money  spent 
to  attack  some  public  development  or  to 


propagandize  the  consumer  along  certain  po¬ 
litical  and  economic  lines,  is  not  a  cost  of 
the  operation  of  an  electric  power  company. 

“The  electric  consumer  wants,  and  is  en¬ 
titled  to  receive,  the  best  possible  electric 
service  at  the  lowest  possible  cost.  The 
electric  consumer  should  not  have  to  pay 
the  cost  of  expensive  advertisements,  in 
slick  national  magazines,  attacking  TVA,  or 
a  Federal  Hells  Canyon  project,  or  the  rural 
electric  cooperatives  of  the  country.  Ex¬ 
penditures  of  that  kind  do  not  contribute 
to  any  better  or  cheaper  service  for  the  con¬ 
sumer — on  the  contrary,  all  that  they  do  is 
to  increase  his  electric  bill. 

“Can  you  imagine  what  the  electric  con¬ 
sumer  would  say  if  his  electric-light  bill 
showed  that  5  or  10  percent  of  it — or 
any  amount  of  it,  no  matter  what  the  per¬ 
centage — was  being  charged  him  because 
his  electric-power  company  wanted  to  feed 
him  propaganda  against  rural  electric  co¬ 
operatives?  Or  because  they  wanted  to  lobby 
against  Hells  Canyon?  Can  you  imagine 
what  would  happen  if  your  electric  bill  read: 
“$10  for  electricity,  $1  to  finance  propaganda 
by  the  company  to  make  you  think  TVA  is 
socialistic.”  I  don’t  have  to  tell  you  that 
overnight  there  would  be  such  a  howl  of 
protest  that  either  the  electric-power  com¬ 
panies  would  stop  that  practice  immediately 
or  something  would  be  done  to  make  them 
stop  it.  The  only  reason  that  the  electric 
consumers  all  over  the  country  are  not  rais¬ 
ing  their  voices  in  protest — the  only  reason 
they  are  not  knocking  at  our  doors  and  fill¬ 
ing  our  offices — is  that  they  don’t  know  what 
is  going  on.  They  are  being  taken  and  taken 
badly,  but  they  don’t  know  it. 

“But  you  and  I  know  it,  and  the  public 
utility  commissions  of  the  country  know  it. 
What  possible  excuse  do  we  have  for  allow¬ 
ing  this  robbery  to  continue?  I  tell  you 
that  I  am  going  to  speak  up  against  it  at 
every  possible  opportunity  and  I  am  not 
going  to  let  up  in  this  fight  until  this  out¬ 
rageous  practice  is  stopped. 

“misleading  advertising 

"Now,  back  in  the  1920’s  the  National  Elec¬ 
tric  Light  Association  tried  to  control  public 
opinion  through  its  propaganda  advertising 
and  political  activities.  And  of  course,  at 
the  same  time  they  were  charging  the  costs 
of  this  public  opinion  control  to  the  electric 
consumer  himself  in  his  electric  bill.  These 
practices  became  so  outrageous  that  they 
were  investigated  and  exposed  by  the  Federal 
Trade  Commission,  and  for  a  while  condi¬ 
tions  improved.  Some  of  the  more  naive 
thought  perhaps  the  practice  had  been 
licked  and  that  the  electric  power  companies 
would  not  again  try  to  brainwash  their 
customers  at  their  customers’  expense,  but 
apparently  it  takes  a  lot  more  than  that  to 
keep  the  electric  power  companies  In  line. 
Actually,  for  the  last  15  years  these  old 
practices  and  abuses  have  been  renewed  and 
once  again  the  electric  consumer  has  had  to 
foot  the  bill  for  his  misinformation.  The 
electric  power  companies  of  the  country  have 
spent  and  are  spending  millions  of  dollars  of 
their  customers’  money  in  this  attempt  to 
mislead  and  control  the  thinking  of  their 
customers.  They  have  tried  and  are  trying 
to  brainwash  them  at  their  own  expense. 

"There  are  four  major  organizations 
through  which  the  electric  power  companies 
are  carrying  on  this  brainwashing  campaign. 
There  is  the  Edison  Electric  Institute,  which 
prepares  the  statistical  ammunition  and  co-- 
operates  with  educational  institutions  in 
the  preparation  of  literature.  Then  there 
is  the  electric  companies’  advertising  pro¬ 
gram,  which  hands  out  advertising  to  maga¬ 
zines  and  newspapers,  sponsors  weekly  radio 
and  television  programs,  and  provide?  its 
member  companies  with  the  material  for 
them  to  use  locally.  Then  there  is  the  elec¬ 
tric  companies’  public  information  program. 
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which  provides  material  for  use  in  speeches, 
and  by  the  local  press  and  employee  pub¬ 
lications.  Finally,  there  is  the  National 
Association  of  E  ectric  Companies,  which 
carries  on  the  lobbying  activities  in  Wash¬ 
ington. 

"Between  the  years  1941  and  1952,  the 
electric  companies’  advertising  program  alone 
spent  more  than  $5  million  for  mass  circula¬ 
tion  news  ads  and  almost  $7 y2  million  for 
national  radio  and  television  hookups.  Their 
advertisements  appeared  regularly  in  the  Sat¬ 
urday  Evening  Post,  Life,  Farm  Journal, 
Country  Gentleman,  and  the  Progressive 
Farmer.  They  have  sponsored  such  national 
programs  as  Nelson  Eddy,  the  Hour  of  Charm, 
Helen  Hayes,  and  Meet  Corliss  Archer. 

“This  is  just  a  small  sample  of  what  the 
electric  power  companies  spend  for  propa¬ 
ganda  purposes.  I  can  go  on  and  on  listing 
their  expenditures,  but  you  know  them  as 
well  as  I  do.  You  know  that  the  amount  is 
huge,  the  purpose  improper  and  the  practice 
inexcusable. 

“WHAT  IS  THIS  PROPAGANDA? 

“And  what  is  this  propaganda  that  the 
electric  consumer  is  being  compelled  to  fi¬ 
nance  without  his  consent?  There  is  the 
propaganda  that  tries  to  convince  the  Ameri¬ 
can  people  that  any  activity  of  cooperatives 
or  any  Government  agency  in  the  electric 
power  field  is  socialism.  I  have  here  a  copy 
of  an  advertisement  which  has  on  it  a  map 
of  the  United  States  covered  by  dots,  sup¬ 
posedly  representing  existing  and  proposed 
Federal  power  and  cooperative  installations— 
and  in  bold  print  under  the  map  is  the  ques¬ 
tion,  ‘A  Socialistic  United  States  of  America?’ 

“This  is  the  most  outrageous  type  of  mis¬ 
representation  imaginable.  The  cooperatives 
are  the  finest  example  of  private  enterprise 
that  we  have.  They  are  not  Government 
owned.  They  are  owned  by  the  same  farmers 
that  they  serve.  Coupling  the  cooperatives 
with  Government  installations  is  completely 
dishonest — and  the  power  companies  know 
it.  Yet  they  tax  their  customers  in  order  to 
feed  back  to  them  this  lying  hogwash.  The 
good  farmers  who  own  and  operate  these 
rural  electric  cooperatives  bitterly  resent  this 
shameful,  lying  attack  on  their  patriotism. 
And  I  for  one  intend  to  do  something 
about  it. 

“This  whole  advertisement  is,  of  course, 
hogwash.  There  is  no  element  of  socialism 
even  in  the  Government’s  power  program. 
The  Government  is  not  in  the  retail  electric 
business  and  the  electric  power  companies 
are  not  in  a  free-enterprise  business.  Social¬ 
ism  to  me  and  to  the  American  people  means 
interference  by  the  Government  in  the  free- 
enterprise  system.  It  does  not  mean  the 
activities  of  the  Government  in  the  electric 
power  field,  any  more  than  it  is  socialism  for 
a  local  government  to  supply  its  citizens  with 
sewage  facilities  or  with  water.  The  electric 
power  companies  know  this  just  the  same  as 
you  and  I,  but  they  don’t  care  what  they  say 
if  they  can  turn  the  public  against  Govern¬ 
ment  and  cooperative  power  activities — es¬ 
pecially  when  they  can  make  their  customers 
pay  for  it. 

“  ‘TAXPAYING  ELECTRIC  INDUSTRY’? 

“And  look  at  all  the  ads  by  the  electric 
power  companies  trying  to  establish  them¬ 
selves  as  the  ‘taxpaying  electric  industry.’ 
They  don’t  pay  the  taxes  and  they  know  it. 
The  taxes  are  included  in  their  operating 
expenses  and  all  they  do  is  collect  it  from 
their  customers  and  turn  it  over  to  the  Gov¬ 
ernment.  They  don’t  pay  the  taxes — their 
customers  pay  them. 

“And  look  at  all  the  other  misleading 
propaganda  they  publish  about  the  rural 
electric  cooperatives.  They  talk  about  the 
profits  that  the  cooperatives  are  making. 
What  profits?  How  can  a  cooperative  make 
profits?  How  can  anyone  make  profits  out 
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of  dealing  with  himself?  The  cooperatives 
were  organized  by  their  members  in  order 
to  serve  themselves.  They  serve  themselves 
at  cost.  Anything  that  is  left  over  at  the 
end  of  the  year  belongs  to  the  same  farmers 
who  furnished  the  money.  The  power  com¬ 
panies  know  this.  They  know  that  coopera¬ 
tives  do  not  make  profits.  They  know  that 
coperatives  are  nonprofit  organizations.  And 
yet  they  keep  repeating  this  same  lie  over 
and  over  again. 

“Now  what  possible  sense  does  it  make — 
what  possible  right  do  the  electric  power 
companies  have  to  spend  millions  in  this 
type  of  propaganda  advertising  and  then 
turn  around  and  charge  the  electric  con¬ 
sumer  the  cost  for  having  his  brain  washed? 
There  is  no  right — neither  legal  nor  moral — • 
and  yet  this  has  been  going  on  for  years. 
I  ask  you — what  are  we  going  to  do  about 
it? 

“SALUTE  TO  PUBLIC  SERVICE  COMMISSION 

“Fortunately,  some  of  the  State  public 
service  commissions  are  beginning  to  wake 
up  to  their  responsibilities  and  are  refusing 
to  permit  the  power  companies  to  include 
these  propaganda  expenditures  as  part  of 
their  operating  expenses.  I  salute  the  pub¬ 
lic  service  commission  of  Wisconsin  for  re¬ 
cently  ruling  that  electric  power  companies 
cannot  charge  their  customers  for  the  cost  of 
political  advertising  attacking  rural  electric 
cooperatives.  But  there  is  not  enough  of 
this  type  of  ruling.  We  need  more  vigilance 
and  concerted  action  by  all  of  the  State 
regulatory  bodies  to  make  sure  that  not  1 
cent  of  this  brainwashing  fund  is  charged  to 
the  electric  consumer.  And  we  in  the  Con¬ 
gress  can  do  something  about  it  also.  We 
can  pass  laws  to  make  sure  that  the  Fed¬ 
eral  Power  Commission  does  not  allow  these 
propaganda  expenses  to  be  charged  as  op¬ 
erating  expense  in  any  case  before  the  Fed¬ 
eral  Power  Commission.  And  we  can  also 
pass  laws  to  make  sine  that  these  expendi¬ 
tures  cannot  be  relied  upon  by  the  power 
companies  to  reduce  their  income  taxes. 
“useful  advertising 

“There  are,  of  course,  types  of  advertising 
which  are  definitely  part  of  the  operations 
of  an  electric  power  company.  Advertise¬ 
ments  which  help  increase  the  use  of  elec¬ 
tricity,  or  which  tell  the  consumers  of  new 
electric  appliances,  or  which  help  educate 
the  consumers  on  the  proper  use  of  elec¬ 
tricity — all  these  are  legitimate  purposes. 
And  the  costs  of  advertisements  relating  to 
these  purposes  are  a  legitimate  expense  of 
operation.  Advertising  going  beyond  this, 
however,  is  not  an  expense  of  operation  and 
must  not  be  charged  to  the  consumer. 

“Now,  I  want  to  make  it  perfectly  clear 
that  I  don’t  care  how  much  these  electric 
power  companies  spend  on  their  propaganda 
and  I  don’t  care  what  they  say  in  their 
propaganda.  Of  course,  like  every  American, 
I  would  like  to  see  the  day  come  when  they 
told  the  truth  for  a  change.  But  even  if 
they  want  to  keep  on  telling  their  lies,  let 
them  do  it.  Let  them  say  whatever  they 
want  to  about  Bill  Langer,  and  TVA,  and 
Bonneville,  and  Hells  Canyon,  and  the  rural 
electric  cooperatives,  provided  they  pay  for 
it  out  of  their  stockholders’  money  and  not 
charge  it  to  the  electric  consumer  in  his 
electric  bill.  That  is  my  point.  Let  them 
talk,  let  them  advertise,  let  them  do  any¬ 
thing  they  want  to  do,  but  let  them  pay  for 
it  out  of  their  own  money. 

“I  tell  you  it  is  a  disgrace  and  crying  shame 
that  this  has  been  allowed  to  go  on  as  long 
as  it  has.  Those  of  us  in  every  branch  of 
every  government  that  have  allowed  this  to 
go  on  should  hang  our  heads  in  shame.  We 
have  stood  by  and  watched  the  eletcric  con¬ 
sumer  get  robbed  of  millions  of  dollars  and 
we  have  not  done  anything  to  stop  it.  I 
say  that  the  time  has  come  when  we  must 
do  something  to  stop  it  and  I  hope  that  in 
this  session  of  Congress  we  can  get  through 


some  bills  which  will  stop  it  at  least  insofar 
as  the  Federal  Government  can  stop  it.  And 
by  the  illustration  we  give  by  our  action, 
I  hope  that  the  State  legislatures  and  the 
State  commissions  will  stop  this  robbery  at 
the  State  level. 

“two  percent  interest  rate  high  enough 

“Now,  there  is  another  thing  I  want  to  talk 
about  and  that  is  the  current  drive  that  is 
on  to  double  or  possibly  tripe  the  REA  in¬ 
terest  rates.  The  Director  of  the  Bureau  of 
the  Budget  sent  a  proposed  bill  up  to  the 
Congress  last  June  which  would  raise  the 
REA  interest  rate  from  its  present  level  of  2 
percent  to  at  least  il/2  percent  and  it  might 
possibly  go  higher  than  that.  Now,  the 
Government  entered  into  an  agreement  with 
the  rural  electric  systems  that  the  interest 
rate  v  would  be  2  percent  provided  the  sys¬ 
tems  extended  service  on  an  areawide  basis 
to  all  of  the  people  in  rural  areas  who 
wanted  and  needed  electric  service. 

“The  REA  cooperatives  have  carried  out 
their  part  of  the  agreement  as  is  evidenced 
by  the  fact  that  more  than  95  percent  of  the 
farmers  have  electric  service  today. 

“At  the  very  same  time  that  the  admin¬ 
istration  sent  this  bill  to  the  Congress  it 
was  negotiating  a  loan  to  the  British  Gov¬ 
ernment  for  $3,750  million  at  2  percent,  with 
permission  for  the  British  to  waive  up  to 
7  annual  payments  of  interest  and  principal 
if  payment  threatened  to  work  a  hardship 
on  them,  and  they  have  exercised  their 
right  to  waive  payment.  It  is  all  right  to 
lend  the  British  money  at  2  percent  and 
waive  annual  interest  and  principal  pay¬ 
ments,  but  when  it  comes  to  our  own  rural 
electric  systems,  which  are  serving  thinly 
populated  rural  areas,  then  this  is  all  wrong. 

“I  am  bitterly  opposed  to  any  change  in 
the  REA  interest  rate  and  will  fight  it  as 
long  as  I  am  in  the  Senate. 

“I  want  to  give  you  three  or  four  reasons 
Why  the  REA  interest  rate  should  not  be 
increased : 

“1.  The  rural  electric  cooperatives  have  a 
most  enviable  repayment  record.  No  other 
agency  of  the  Federal  Government  in  the 
lending  business  can  claim  as  good  a  repay¬ 
ment  record.  As  of  June  30,  1957,  the  rural 
electric  borrowers  had  paid  back  $425.8  mil¬ 
lion  in  principal  and  $281.5  million  in  in¬ 
terest.  Furthermore,  as  of  that  date,  only 
$200,602  in  principal  and  interest  was  over¬ 
due  more  than  30  days. 

“2.  Throughout  the  life  of  the  rural  elec¬ 
trification  program  the  Federal  Government 
has  made — not  lost — money.  This  fact 
comes  straight  from  the  Comptroller  Gen¬ 
eral  of  the  United  States  who  reports  in 
the  REA  audit  for  fiscal  year  1956  that  the 
REA  has  a  net  margin  of  interest  income 
over  interest  expense  of  $54,177,262. 

“3.  As  long  as  the  Government  continues 
to  subsidize  the  private  power  companies 
under  sections  167  and  168  of  the  income- 
tax  laws  there  can  be  no  justification  for  an 
increase  in  the  REA  interest  rate  except  for 
purpose  of  destroying  the  program. 

“I  mentioned  earlier  the  British  loan  and 
I  will  not  repeat  here  anything  further  on 
it. 

“This  attempt  to  raise  REA  interest  rates 
is  nothing  more  nor  less  than  an  attempt 
by  the  commercial  power  companies  to  de¬ 
stroy  the  REA  systems;  and  if  we  are  not 
on,  our  guard  here  in  the  Congress,  it  will 
done.” 


REVITALIZATION  AND  STABILIZA¬ 
TION  OP  THE  NATION’S  COAL  IN¬ 
DUSTRY 

Mr.  BYRD  of  West  Virginia.  Mr. 
President,  it  is  evident  that  the  ultimate 
hope  for  the  revitalization  and  stabiliza¬ 
tion  of  our  Nation’s  coal  industry  must 
lie  in  the  direction  of  securing  new  and 


varied  markets  for  coal.  And  the  only 
possible  way  to  discover  and  utilize  these 
new  uses  for  coal  is  through  coal  re-y 
search. 

To  illustrate  the  enormous  potential 
for  coal  which  might  be  developed 
through  research,  I  ask  unanimous' con¬ 
sent  to  have  printed  in  the  Congressional 
Record  an  editorial  which  was  Published 
last  month  in  the  Williamson'  (W.  Va.) 
Daily  News.  This  editorial/ points  out 
that  coal  has  the  potentia/for  the  pro¬ 
duction  of  literally  thousands  of  various 
products — from  phopograph  records  to 
aspirin,  to  explosives/  to  perfume,  to 
medicine,  to  cosmetics,  and  one  could 
continue  ad  inflnhrum — if  the  methods 
for  making  thesp/ products  are  but  de¬ 
veloped. 

There  being/ho  objection,  the  editorial 
was  ordered /o  be  printed  in  the  Record, 
as  follows- 

Coa jf  Offers  Great  Potential 
The  n/>saic  lump  of  coal  is  a  veritable 
treasuj/  chest  yielding  a  seemingly  endless 
variety  of  products. 

e  Germans  even  made  ersatz  butter  from 
cqAl  during  World  War  II,'  and  a  scientist 
edicted  recently  that  synthetic  food  will 

ecome  a  major  byproduct  of  coal. 

Other  products  now  derived  in  whole  or 
part  from  coal  include  aspirin,  phonograph 
records,  laughing  gas,  the  flavoring  in  most 
vanilla  ice  cream,  perfume,  embalming 
fluid,  laxatives,  synthetic  vitamins,  dyes, 
TNT,  moth  balls,  indelible  pencUs,  clay 
pigeons,  paint,  synthetic  rubber,  saccharin, 
and  fingernail  polish. 

This  is  just  a  sampling.  There  are  be¬ 
lieved  to  be  more  than  200,000  chemical  by¬ 
products  of  bituminous  coal,  the  National 
Geographic  Society  says.  Relatively  few, 
however,  are  marketed  commercially. 

The  multitude  of  substances  are  part  of 
the  rich  yield  from  coking  ovens,  which  re¬ 
lease  the  “buried  sunshine”  in  coal.  When 
coal  is  heated  to  high  temperatures  in  the 
absence  of  air,  the  solid  residue  is  carbon- 
rich  coke,  essential  in  producing  steel. 

The  gases  produced  in  the  coking  process 
are  equally  important.  In  recent  years  spe¬ 
cial  plants  have  been  built  to  distill  and  pro¬ 
cess  chemicals  from  the  gases.  Coke  is 
simply  the  byproduct. 

One  of  the  most  versatile  of  the  some  350 
compounds  derived  from  the  coking  process 
s  coal  tar.  A  young  English  chemist,  W.  H. 
rkin,  made  a  synthetic  mauve  dye  from 
1  tar  in  1856,  giving  England  its  “mauve 
decide”  and  opening  the  way  for  a  vast  syn- 
chemical  industry. 

CoakJar,  a  sticky,  foul-smelling  substance, 
can  be  treated  to  produce  many  products,  in¬ 
cluding  me  delicate  perfume  scents  of  new- 
mown  haV  and  orange  blossoms.  Almost 
25  tons  of  vrolets  once  were  required  to  make 
a  single  oundte  of  natural  oil — a  process  now 
duplicated  easily  in  the  laboratory. 

Coal  tar  also  \s  used  to  make  DDT,  sulfa 
drugs,  photographic  developers,  weed  killers, 
refrigerants,  road  paving,  detergents,  carbon 
electrodes  and  antiseptics. 

Other  gases  drawnVjff  and  treated  after 
coking  produce  an  arrtw  of  substances,  in¬ 
cluding  plastics  like  nylon  and  the  flexible 
resin  polyethylene.  Whe\  drained  of  much 
of  their  chemical  wealth,  \{ie  gases  can  be 
burned  as  fuel. 

Although  chemicals  are  important,  coal  is 
mainly  used  for  fuel  in  the  United  States. 
Slightly  more  than  half  of  all  electric  power 
in  the  United  States  is  genera tedNfrom  that 
source.  The  steel  industry  is  the  n^xt  larg¬ 
est  consumer. 

It  is  the  decline  in  the  demand  of  cow  as  a 
fuel  which  is  bringing  about  the  current  de¬ 
pressed  conditions  in  the  coal  mining’ 
dustry.  Railroads  and  steamships, 
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AMENDMENTS 

(IN  THE  NATURE  OF  A  SUBSTITUTE) 

Proposed  by  Mr.  Curtis  (for  himself  and  Mr.  Russell)  to 
the  bill  (S.  144)  to  amend  Reorganization  Plan  Numbered 
2  of  1953,  viz:  In  lieu  of  the  language  proposed  to  be  in¬ 
serted  by  the  committee,  insert  the  following: 

1  That  there  is  hereby  created  and  established  in  the 

2  executive  branch  of  the  Government  an  independent  agency 

3  to  be  known  as  the  “Rural  Electrification  Administration” 

4  all  of  the  powers  of  which  shall  be  exercised  by  an 

5  Administrator  who  shall  be  appointed  by  the  President  by 

6  and  with  the  advice  and  consent  of  the  Senate  for  a  term  of 

7  ten  years  and  who  shall  receive  a  salary  of  $20,000  per 

8  annum.  The  Administrator  shall  have  direction,  supervision, 

9  and  control  of  the  Rural  Electrification  Administration  and 
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all  of  its  operations  and  functions  as  authorized  in  the  Rural 
Electrification  Act  of  1936,  as  amended. 

Sec.  2.  The  incumbent  of  the  Office  of  Administrator  of 
the  Rural  Electrification  Administration  appointed  before 
the  effective  date  of  this  Act  shall  serve  the  remainder  of 
the  term  for  which  he  was  appointed.  At  the  expiration  of 
such  term,  or  if  the  office  shall  become  vacant  at  any  time 
for  any  reason,  the  President  shall  designate  an  Acting 
Administrator  to  exercise  and  perform  all  functions,  powers, 
and  duties  vested  in  the  Rural  Electrification  Administra¬ 
tion  until  the  appointment  and  qualification  of  an  Adminis¬ 
trator,  as  provided  in  the  first  section  of  this  Act. 

Sec.  3.  (a)  Employees  in  the  Department  of  Agricul¬ 
ture  who  are  being  utilized  on  the  effective  date  of  this  Act 
primarily  for  the  performance  of  functions,  powers,  and 
duties  provided  for  in  the  Rural  Electrification  Act  of  1936, 
as  amended,  shall  be  transferred  to  the  jurisdiction  and  con¬ 
trol  of  the  Rural  Electrification  Administration  in  those  in¬ 
stances  in  which  the  Administrator  determines  that  they  are 
qualified  and  necessary  to  carry  out  the  functions,  powers, 
and  duties  of  the  Rural  Electrification  Administration. 


(b)  All  assets,  funds,  contracts,  property,  and  records 
used  and  employed  in  the  execution  of  the  functions,  powers, 
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and  duties  authorized  by  the  Rural  Electrification  Act  of 
1936,  as  amended,  are  hereby  transferred  to  the  jurisdic¬ 
tion  and  control  of  the  Rural  Electrification  Administration. 

(c)  All  unexpended  balances  of  appropriations,  alloca¬ 
tions,  or  other  funds  available  (including  those  available  for 
the  fiscal  year  ending  June  30,  1959)  for  the  Rural  Electri¬ 
fication  Administration  and  for  the  Secretary  of  Agriculture 
on  account  of  the  functions  and  activities  of  the  Rural  Elec¬ 
trification  Administration  shall  be  transferred  to  the  Rural 
Electrification  Administration  and  shall  remain  available  for 
the  exercise  of  the  functions  and  activities  of  the  Rural 
Electrification  Administration. 

Sec.  4.  (a)  Notwithstanding  any  other  provision  of 
this  Act,  or  of  any  rule  of  the  Senate  or  of  any  committee  of 
the  Senate,  any  proposed  legislation  or  other  matter  (includ¬ 
ing  appropriations) ,  relating  to  the  administration  of  the 
Rural  Electrification  Act  of  1936,  as  amended,  shall,  after 
the  date  of  enactment  of  this  Act,  he  referred  to  the  same 
committees  and  subcommittees  of  the  Senate  to  which  such 
proposed  legislation  or  other  matter  would  have  been  referred 
had  this  Act  not  been  enacted. 

(b)  This  section  is  enacted — 

(i)  as  an  exercise  of  the  rulemaking  power  of  the 


4 


1  Senate  and  as  such  it  shall  be  considered  as  part  of  the 

2  rules  of  the  Senate,  and  shall  supersede  other  rules  of 

3  the  Senate  only  to  the  extent  that  they  are  inconsistent 

4  therewith ;  and 

5  (2)  with  full  recognition  of  the  constitutional  right 

6  of  the  Senate  to  change  such  rule  at  any  time,  in 

7  the  same  manner  and  to  the  same  extent  as  in  the  case 

8  of  any  other  rule  of  the  Senate. 

Amend  the  title  so  as  to  read:  “A  bill  to  establish  the 
Rural  Electrification  Administration  as  an  independent 
agency,  and  for  other  purposes.” 
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organizations . 7 

LIGHLIGHTS:  Senate  passed  bill  to  give  RE^vAcJministrator  authority  over  all  loans, 

louse  passed  bill  to  provide  flexibility  it/rbaking  crop  insurance  available  to 
counties.  House  passed  over  bill  to  provide  f^r  centennial  celebration  of  estab¬ 
lishment  of  USD A  and  land-grant  colleges<  Sen.NdcClellan  introduced  and  iscusse 
Jill  to  restore  to  States  juris diet ion/bver  certAi^  land  used  for  Federal  purposes. 
Jp*.  Hruska  and  9  other  Senators  introduced  and  SeA.  Hruska  discussed  bill  to  pro- 
t  t  for  disposal  of  surplus  land  in  family-type  farm  units. 


SENATE 


ELECTRIFICATION.  Passed,  60  to  27,  as  reported,  S.  144,  to  provide  that  the  REA 
Administrator  shall  not  be  subject  to  the  control  of  the  Secretary  m  the  ap¬ 
proval  or  disapproval  of  loans  (see  Digests  49  and  50  for  complete  summary  of 

bilRejected,^74^to^l3^  an  amendment  by  Sens.  Curtis  and  Russell  which  would  have 

established  REA  as  an  independent  agency,  pp.  W7-9 ^  r^rnment 
Rejected  a  motion  by  Sen.  Capehart  to  recommit  the  bill  to  the  Government 

Operations  Committee,  p.  4958 


in/ 


RECLAMATION.  The  Interior  and  Insular  Affairs  Committee  reported  the  followin 
JOlls:  p.  4914 


S.  72,  without  amendment,  to  authorize  Interior  to  construct  and  maintaii 
thd\Navajo  Indian  irrigation  project  and  the  initial  stage  of  the  San  Juar 
Chama  project  as  participating  projects  of  the  Colorado  River  storage  project 
(S.  Rept.  155). 

S.  44,  with  amendment,  to  authorize  Interior  to  construct  the  San  Ldis  unit 
of  the  Central  Valley  project,  Calif.,  and  to  enter  into  an  agreemen/  with 
Calif.  wi6J?  respect  to  the  construction  and  operation  of  the  unit  (/.  Rept. 
154). 


3.  FAKtl  PROGRAM.  ''Sen.  Langer  inserted  his  statement  on  "the  lack  of  a  farm  bill," 
stating  that  "the  Senate  is  predominantly  Democratic,  2  to  1, /and  they  must 
assume  the  full  Blaine  for  the  lack  of  the  passage  of  a  good  /arm  bill."  pp, 
4959-60 

Sen.  Javits  discussed  his  report  to  the  people  of  New  York  in  which  he  re¬ 
viewed  the  farm  situation,  foreign  affairs,  and  other  matters,  pp.  4940-6 


4.  FORESTRY.  Sen.  Morse  exjnressed  his  regret  over  the  de/th  of  Robert  Aufderheide 
supervisor  of  the  Williai^tte  National  Forest,  and  inserted  an  article  commend 
ing  his  service  to  forestry,  p.  4959 


5.  PERSONNEL.  Sens.  Dirlcsen,  LaiJeche,  and  others  debated  the  merits  of  proposed 
legislation  to  require  the  public  disclosure  o/  the  names  and  salaries  of 
congressional  employees,  and  tha  income  and  sources  of  income  of  public  offi¬ 
cials  earning  more  than  $10,000  annually,  pp.  4933-7 


6.  UNEMPLOYMENT  COMPENSATION.  Sen.  Kenhedy  ufged  the  enactment  of  legislation  to 
increase  the  coverage  and  establish  nationwide  minimum  standards  for  the  pay¬ 
ment  of  unemployment  compensation  beneX*-Cs*  P*  4965 


7.  INTERNATIONAL  ORGANIZATIONS.  Both  Holises  Veceived  a  State  Department  report 
on  the  extent  and  disposition  of  V/  S.  contributions  to  international  organi¬ 
zations  for  the  fiscal  year  1958,/  pp.  4914/4999 


8.  COOPERATIVES.  Received  Minn.  Valley  Cooperativ/ Light  &  Power  Assoc,  resolu¬ 
tions  opposing  the  enactment/of  legislation  "whrch  would  place  prohibitive 
taxes  on  cooperatives,"  and/which  would  change  tn^  interest  rates  on  REA 
loans,  p.  4914 


C 


9.  LEGISLATIVE  PROGRAM.  S</.  Johnson  announced  that  the  \alendar  will  be  called 
Fri. ,  Apr.  10.  pp.  4943-4 


10.  ADJOURNED  until  Fri./  Apr.  10.  p.  4965 


HOUSE 


11.  CROP  INSURANCE/  Passed  as  reported  H.  R.  306,  to  permit  the  Crop  Insurance 
Board  to  del/rmine  when  there  is  sufficient  demand  for  crop  insurance  in  a 
county  to  ^arrant  the  program  being  established  there,  p.  4970 


12.  LIBRARY  MATERIALS.  Passed  as  reported  H.  R.  4595,  relative  to  clarification 
of  law /providing  special  postage  rates  for  educational,  cultural,  and/ibrary 
,als.  p.  4975 


matei 


13.  FLO/3  CONTROL.  Rep.  Dulslci  stated  that  he  opposed  the  proposed  constructi 
le  Kinzua  Dam  in  the  Allegheny  Reservoir,  contending  that  it  is  probably 
lot  a  flood  control  project  and  that  it  infringes  on  the  rights  of  the  Seneca 
Indians,  pp.  4979-80 
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ere  being  no  objection,  the  excerpt 
and  the  article  were  ordered  to  be  print¬ 
ed  in  the  Record,  as  follows: 

[Npm  the  Washington  Post} 

The  Washington  Merry-Go-Round 
Jy  Drew  Pearson) 

JSIDE  LOBBYING 

Behind  President  Eisenhower's  firm  re¬ 
fusal  to  liberalize,  the  unemployment  aid 
program  has  been  the  quiet  lobbying  of  big 
business  representative  Stanley  Rector,  who 
operates  very  adroitly  NrouS11  the  back  door 
of  the  White  House. 

His  inside  contact  man  none  other  than 
the  President’s  chief  counsel,  Gerald  Mor¬ 
gan,  whose  former  law  firms. helped  Rector 
fight  Federal  unemployment  insurance.  Now 
Morgan  is  carrying  on  the  same  fight  from 
the  vantage  point  of  the  President's  elbow. 

Rector  works  out  of  a  three-ironm  suite 
in  the  Washington  Hotel,  just  around  the 
block  from  the  White  House.  Last  year  he 
spent  over  $100,000  lobbying  against  jobless 
benefits. 

His  board  of  directors  Includes  executives 
from  United  States  Steel,  General  Motora 
Chrysler,  Goodyear  Tire  &  Rubber,  Soconj 
Mbbil  Oil,  and  Allis-Chalmers  Manufactur¬ 
ing  Co.  Over  500  companies  contribute  from 
$200  to  $2,500  apiece  to  Rector’s  operation. 

In  1947,  Rector  hired  Morgan’s  law  firm, 
Morgan  &  Calhoun,  as  registered  lobbyists. 
After  Morgan  entered  the  White  House, 
he  served  as  adviser  to  the  President  on 
unemployment  compensation.  As  recently  as 
last  month,  Morgan  helped  persuade  Ike 
to  reject  liberal  recommendations  from  Sec¬ 
retary  of  Labor  Mitchell. 

What  Mitchell  wanted  to  do  was  extend 
temporary  benefits  for  jobless  workers  and 
overhaul  unemployment  insurance  stand¬ 
ards.  In  the  showdown,  the  President  sided 
with  Morgan. 

LOBBY  LANGUAGE 

Earlier,  lobbyist  Rector  argued  against 
these  proposals  in  a  letter,  dated  March  9,  to 
his  backers.  He  contended  that  any  reforms 
should  be  left  up  to  the  States. 

Three  days  later.  President  Eisenhower 
used  the  same,  identical  argument  at  a  press 
conference. 

Rector  made  one  interesting  concession: 
"In  view  of  the  fast  developing  showdown 
fight  on  Federal  benefit  standards,  a  3  to  6 
months  extension  might  well,  in  the  end, 
prove  helpful.’’ 

Ike  also  agreed  to  this  same  concession. 

"I  haven’t  got  such  a  rigid  position  about 
this  that  I  wouldn’t  listen  to  something,”  he 
told  the  press.  At  the  same  time,  he  notified 
Republican  congressional  leaders  that  he 
would  accept  a  3-  to  6-month  extension. 

It  had  all  the  earmarks  of  a  triple  play^— 
Rector  to  Morgan  to  Eisenhower. 

Note. — The  President  repeated  his  yfaews 
to  eight  Governors  who  belong  to  the  Gov¬ 
ernors’  Executive  Committee.  T /e  only 
missing  member  was  New  Jersey’s  Gov. 
Robert  Meyner,  who  happened  to/be  in  the 
South  Pacific  on  temporary  navftl  duty  and 
who  also  happens  to  favor  strong  Federal 
unemployment  benefits.  Metier  asked  the 
White  House  to  fly  him  to /The  conference, 
pointing  out  that  the  President  as  Com¬ 
mander  in  Chief  could  relieve  him  from  his 
naval  assignment.  Ike  ^fltly  refused. 

[From  the  Washington  Daily  News] 
What  Mitchell  Could  Say 
(By  Jidnn  Herling) 

Tomorrow  James  P.  Mitchell,  the  troubled 
Secretary  of  Lajrcir,  stands  up  to  the  toughest 
test  of  his  career.  He  faces  5,000  delegates 
to  the  unemployment  conference  of  the  AFL- 
CIO  in  the  National  Guard  Armory.  Its  lead¬ 
ership  knrfws  that  his  private  position  on  un¬ 
employment  insurance  differs  sharply  from 
the  official  position  now  saddled  on  him. 
What/will  be  running  through  Mr.  Mitchell’s 
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The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend- 


mind  as  he  looks  into  the  whites  of  10,000 
union  eyes? 

Mr.  Mitchell’s  public  personality  has  now  j  meEit^DroDOsed  'bv^ “the  “senator^Trnm 
been  axed  down  the  middle  by  President  '  menc  proposea  Dy  t'ne  senator  Iiom 

Eisenhower.  Ike  has  repeatedly  chosen  to 
disregard  his  Labor  Secretary’s  advice  and 


adopt  that  of  his  bitter  opponents,  whom 
Mr.  Mitchell  himself  calls  reactionary. 

“For  5  years  now,”  Mr.  Mitchell  could  tell 
the  assembled  delegates,  “I  have  been  among 
those  urging  the  States  to  raise  unemploy¬ 
ment  benefits  and  lengthen  the  payment  j  t kh  d a  9 

period.  The  State  legislatures  paid  not  the  '  tls  substitute . 
payment,  and  duration. 

Mr.  Mitchell  might  recall:  “I  told  the  Pres¬ 
ident  this  latest  recession  was  the  payoff. 

We  had  every  reason — as  a  Federal  Govern¬ 
ment — to  tell  Congress  that  the  law  should 
now  be  amended  by  requiring  the  States  to 
conform  to  higher  standards  of  benefits, 
payment  and  duration. 

“It  seems  to  me  the  Federal  responsibility 
is  clear.  The  President  is  worried  about  bal¬ 
ancing  the  budget.  But  I  had  important 
news  for  him.  The  higher  unemployment 
insurance  standards  which  we  and  he 
thought  desirable  could  be  put  into  effect 
without  its  costing  the  Federal  Treasury 
cent.  There  are  $7  billion  in  State  unem¬ 
ployment  reserve  funds  which  could  be  ufied 
m-  meeting  these  higher  standards.  I  /told 
Budget  Director  Maurice  Stans  abouj/ this 
He'yas  jubilant. 

lat’s  more,  Stans  sees  at  oBbe  that 
instead,  of  spending  nearly  $500  million  more 
of  Federal  money  on  emergency /unemploy¬ 
ment  compensation,  we  could  save  that  by 
bringing  permanent  Federal  standards  into 
action.’’ 

This  is  th&yway  Mr.  Mitchell’s  thinking 
goes. 

“Stans  and  I\  prepare^  a  memorandum 
along  these  finest  We  /worked  up  support 
in  the  Cabinet:  Healtly Education,  and  Wel¬ 
fare  Secretary  Arthui/Flemming  is  for  this. 

The  ball  was  rollingtVWe  knew  we  had  to 
work  fast.  But  sogreboay  in  the  White  House 
was  quicker. 

“It  was  none''  other  ftaan  Ike’s  special 
counsel,  a  nimble  fellow  named  Gerald  Mor 
gan.  Gerry,  a/ chief  architec\of  the  Hartley 
or  tougher  nArt  of  the  Taft-Hartley  Act,  is  a 
close  friend and  law  partner  of  Leonard  Cal¬ 
houn,  hard  shell  who  has  foughc\every  step 
of  the  way  against  liberalizing  social  security. 

He,  Morgan,  and  a  man  named  Stanley  Rector 
make /up  a  trinity  of  reaction.  ChierSprong, 

Recwr,  heads  up  an  outfit  supported  byUnost 
big/ousiness  groups,  masterminds  their  scyat- 
esy  against  improvements  in  unemployment 
isurance.  State  or  Federal.” 

Mr.  Mitchell  could  then  tell  the  audience: 

“To  shorten  a  painful  story,  Gerry  Morgan 
told  Stans  and  me,  supposedly  the  labor  pol¬ 
icy  man  in  the  administration,  to  lay  off. 

He  said  the  President  was  in  his  corner,  not 
mine. 

“Well,  the  next  thing  I  knew  was  what  I 
heard  from  Ike’s  news  conference.  A  re¬ 
porter  asked  the  President  what  the  admin¬ 
istration’s  policy  was  on  unemployment 
insurance.  Ike  replied,  as  Morgan  predicted, 
that  the  policy  remains  the  States’  respon¬ 
sibility.  No  use  arguing.  It  was  clear  to  me 
that  the  voice  was  the  voice  of  Ike,  but  the 
words  were  those  of  Morgan,  Calhoun,  and 
Rector.” 

All  this  keep  tumbling  through  Mr.  Mit¬ 
chell’s  mind.  But  tomorrow,  when  AFL-CIO 
President  George  Meany  announces,  “We  will 
now  hear  from  our  friend,  Jim  Mitchell,”  the 
Labor  Secretary  will  shake  off  his  moment 
of  truth,  pick  up  his  official  speech,  and 
begin  to  read  it  through  his  glasses  darkly. 


Nebraska  [Mr.  Curtis  I,  on  behalf  of 
himself  and  the  Senator  from  Georgia 
[Mr.  Russell],  as  a  substitute  for  the 
language  proposed  to  be  inserted  by  the 
committee. 

Mr.  DIRKSEN.  Mr.  President,  is  the 
pending  question  on  agreeing  to  the 


The  PRESIDING  OFFICER.  It  is. 


AMENDMENT  OF  REORGANIZATION 
PLAN  NO.  2  OF  1953 

The  Senate  resumed  the  consideration 
of  the  bill  (S.  144)  to  amend  Reorgan¬ 
isation  Plan  No.  2  of  1953. 


IMPORTANCE  OF  THE  WORLD 
CjDNGRESS  OF  FLIGHT 

Mr.  -/OUNG  of  Ohio.  Mr.  President, 
at  thyg  time  I  wish  to  refer  to  the  World 
Congress  of  Flight.  I  feel  that  it  prom- 
isesno  be  not  only  the  first  international 
exposition  of  its  kind  in  America,  but 
o  the  most  comprehensive  aero-space 
rogram  ever  presented  in  the  United 
States. 

Mr.  President,  the  World  Congress  of 
Flight  is  to  be  held  from  April  12  through 
19  in  Las  Vegas,  Nev.  I  am  certain  my 
colleagues  are  aware  that  a  World  Con¬ 
gress  of  Flight  is  about  to  be  held,  since 
items  about  it  have  appeared  in  the  press. 
As  a  member  of  the  Senate  Aeronatical 
and  Space  Sciences  Committee,  I  have 
studied  the  details  of  the  program  of  the 
World  Congress  of  Flight.  Some  Sena¬ 
tors  may  not  have  had  an  opportunity  to 
examine  this  forthcoming  program; 
hence,  I  should  like  to  report  that  the 
plan  is  to  present  the  latest  information 
on  aircraft,  missiles,  and  space  craft 
through  11  major  conferences,  3  major 
aero  demonstrations ,  and  the  largest 
static  display  of  related  equipment  which 
has  ever  been  assembled  in  one  area. 

Symposiums  and  conferences  which 
have  been  planned  for  the  World  Con¬ 
gress  of  Flight  will  explore  flight  in  terms 
of  international  security  and  human  wel¬ 
fare.  The  social,  economic,  political, 
and  moral  problems  which  accompany 
the  progress  of  flight  will  be  analyzed. 
Flight  in  its  broadest  concept  as  an  in¬ 
strument  for  all  mankind  will  be  pre¬ 
sented  and  scrutinized.  The  project,  in 
short,  Mr.  President,  is  dedicated  to  the 
belief  that  greater  world  knowledge  of 
rcraft,  missiles,  and  space  craft  will 
tibjp  bring  the  world  closer  to  permanent 
peace. 

Representatives  from  more  than  50 
nations will  participate  in  this  magnifi¬ 
cent  venture,  which  is  sponsored  by  the 
Air  Foret  Association,  in  cooperation 
with  a  number  of  other  well-known,  non¬ 
profit  private  organizations. 

The  World\Congress  of  Flight  will 
bring  together  ^ambassadors  and  air  at¬ 
taches  of  the  NATDD  and  SEATO  nations, 
educators  from  nusre  than  30  countries. 
State  superintendents  of  schools  from 
more  than  40  Statesk  flight  safety  spe¬ 
cialists  from  some  20  Countries,  and  ex¬ 
ecutives  from  more  thark.1,000  American 
companies.  Engineers  aivi  technicians 
will  come  to  the  WorldNcongress  of 
Flight  from  more  than  50  countries.  Ex¬ 
ecutives  and  chief  pilots  wilhrepresenfc 
the  world’s  airlines.  Directors\pf  avia¬ 
tion  will  come  to  the  World  Congress  on 
Flight  from  35  States.  The  roster  of 
scientists  who  will  be  present  includes 
several  hundred  distinguished  nar 
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eral  activities  like  defense  work  or  mili¬ 
tary  bakes  have  created  a  special  need 
for  such  facilities. 

I  am  working  for  early  consideration 
of  legislation,  dealing  with  juvenile  de¬ 
linquency  anckdiave  also  introduced  the 
Juvenile  Delinfcmency  Control  Act  to 
strengthen  and  hnprove  State  and  local 
programs  to  comoat  and  control  juve¬ 
nile  delinquency  anti  youth  crime,  with 
a  portion  of  the  costs  to  be  shared  by 
the  Federal  Government  with  the  States. 


POST  OFFICE  AND  Cl 


SERVICE 


The  budget  request  contains  a  $350 
million  increase  in  postal  rates,  includ¬ 
ing  raising  first-class  mail  sates  from 
4  to  5  cents.  However  the  likelihood  of 
enactment  of  this  proposal  this  year  de¬ 
pends  on  budget  and  defense  expenditure 
considerations. 

The  President  has  recommende<f\to 
the  Congress  creation  of  a  15-man  actic 
commission  to  develop  a  consistent  sal¬ 
ary  policy  for  the  Government’s  2.3  mil¬ 
lion  civilian  employees;  it  would  recom¬ 
mend  salary  systems,  rates  of  pay,  and 
methods  to  adjust  salaries  according  to 
changing  economic  conditions  and  would 
report  to  Congress  by  February  15,  1961. 

I  have  reintroduced  my  bill  to  grant 
employees  of  the  postal  field  service  time 
off  for  one  State  holiday  each  year.  The 
Senate  Post  Office  and  Civil  Service 
Committee  will  shortly  hold  hearings  on 
legislation  to  provide  for  Government 
contributions  toward  personal  health 
service  benefits  for  civilian  officers  and 
employees  in  the  service  and  their  de¬ 
pendents  and  to  authorize  payroll  de¬ 
ductions  for  participants. 

VETERANS 

I  have  joined  in  sponsoring  the  meas¬ 
ure  which  would  create  in  the  Senate  a 
Committee  on  Veterans’  Affairs  and  am 
also  cosponsoring  the  bill  to  provide  a 
1-year  period  during  which  certain  vet¬ 
erans  may  be  granted  national  service 
life  insurance. 

Both  the  House  and  the  Senate  voted 
to  increase  the  GI  mortgage  rate  from 
4%  to  514  percent.  Senate-House  dif¬ 
ferences  must  be  resolved  before  the  leg¬ 
islation  can  go  to  the  President  to  be 
signed  into  law.  Although  I  have  in  the 
past  opposed  such  interest  rate  increases, 
I  supported  this  one  as  the  only  practi-/ 
cal  way  money  could  be  made  available 
at  this  time  for  GI  home  mortgage  loans 
since  lending  institutions  have  not  jreen 
making  loans  at  the  lower  rate. 

The  present  earnings  limitatkms  of 
$1,400  annually  for  single  veterans  and 
$2,700  annually  for  married  men  imposed 
upon  recipients  of  pensions  for  non-serv¬ 
ice-connected  disabilities  is  unrealistic 
in  the  light  of  the  increased  cost  of  liv¬ 
ing  since  these  limitations  were  first 
established  in  1952.  Iam  supporting  the 
efforts  to  raise  these/inequitable  limita¬ 
tions. 

MATTERS  OF  SPECIAL/INTEREST  TO  NEW  YORK 
'STATE 

Unemployment  persist  in  several  areas 
of  our  State/  In  an  effort  to  ease  the 
situation  and  in  cooperation  with  my 
colleague/irom  both  parties  in  the  New 
York  congressional  delegation,  I  have 
been  active  to  see  that  New  York  obtains 


its  full,  fair  share  of  defense  orders  and 
have  also  protested  the  shift  from  New 
York  to  California  and  other  States  of 
Government  contracts.  To  further  help 
New  York  in  this  effort,  I  am  joining  in 
legislation  to  stimulate  Armed  Forces 
procurement  on  the  basis  of  competitive 
bidding  rather  than  by  privately  nego¬ 
tiated  contracts. 

In  several  instances  in  which  defense 
contracts  of  New  York  firms  have  been 
terminated,  I  have  taken  effective  action 
to  minimize  the  effect  of  the  termina¬ 
tion  of  contracts  by  intensive  consulta¬ 
tion  with  Government  officials  in  order 
to  avoid  as  far  as  possible  hardships  to 
the  employees  of  these  firms  as  the  re¬ 
sult  of  layoffs  and  discharges.  In  a 
number  of  cases  where  there  have  been 
layoffs  in  Federal  installations,  such  as 
the  Scotia  Naval  Supply  Depot,  the 
Brooklyn  Navy  Yard,  the  Stewart  Air 
Force  Base,  and  the  Plattsburg  Air  Force 
Base,  among  others,  I  have  worked  to 
linimize  the  extent  of  layoffs  and  sub¬ 
stitute  new  activities  at  these  installa¬ 
tions  for  those  which  were  terminated. 

In\order  to  relieve  the  heavy  burden 
on  ouk  courts  which  has  resulted  in  un?  ’ 
fortunate  delays  in  litigation,  I  mtvsi- 
duced  a  TDill  providing  for  the  appoint¬ 
ment  of  seven  additional  judges/  for 
three  Federal  courts  in  the  Ne\w York 
area. 

To  seek  relief  for  the  starfish  plague 
which  is  so  adversely  affecting  the  Long- 
Island  oyster  industry,  I  have  joined  in 
the  sponsorship  oL  legislation  for  an 
emergency  program  for  starfish  eradica¬ 
tion  in  Long  Island  So^hd  and  adjacent 
waters. 

Of  concern  to  particular  areas  of  our 
State,  I  have  sponsored  legislation  to 
provide  for  an  additional  payment  of 
$165,000  to  the  tillage  of  Highland  Falls 
toward  the  cost  of  the  water 'filtration 
plant  constructed  by  such  village;  to 
authorize  the  conveyance  to  the  city  of 
New  Yorl/df  certain  surplus  lands  com¬ 
prising  the  Manhattan  Beach  Air  Fokce 
Statiorr  at  Sheepshead  Bay;  to  recog 
nize  Samuel  Wilson,  of  Troy,  as  the  pro¬ 
gen/or  of  America’s  national  symbol, 
lcle  Sam”;  to  request  the  President 
issue  a  proclamation  designating  1959 
for  the  observance  of  the  350th  anniver¬ 
sary  of  the  historic  voyages  of  Hudson 
and  Champlain;  and  to  designate  the 
rose,  which  is  also  the  New  York  State 
flower,  as  the  national  flower  of  the 
United  States. 

I  have  continued  my  fight  against  the 
Chicago  water  diversion  bill  which  would 
take  water  from  the  Great  Lakes  for  use 
by  the  city  of  Chicago,  thus  decreasing 
electric  power  and  shipping  potentials 
in  the  Buffalo,  Ogdensburg,  Massena,  and 
other  upstate  areas. 

I  have  worked  for  the  bringing  to  New 
York  City  of  the  Republican  National 
Convention  for  the  first  time  in  American 
history. 

I  supported  before  the  Civil  Aeronau¬ 
tics  Board  the  applications  for  MacAr- 
thur  Airport,  in  Long  Island,  and  Oneon- 
ta  Airport,  at  Oneonta,  to  be  certified  as 
airports  for  use  by  scheduled  commercial 
airlines.  These  applications  are  still 
pending. 


Representative  Daniel  Reed,  of  Dun,* 
kirk,  the  dean  of  New  York’s  congres¬ 
sional  delegation,  died  earlier  in  /the 
year;  his  death  was  a  loss  to  the  Nation, 
as  well  as  to  the  State. 

MISCELLANEOUS  / 

Alaska  and  Hawaii  have  /how  been 
voted  admittance  as  our  49./  and  50th 
States,  bringing  into  the  Federal  Union 
the  last  remaining  two/Territories.  I 
supported  this  legislate 

I  have  introduced  legislation  to  mod¬ 
ernize  the  tariff  laws  for  works  of  art 
and  other  exhibition  material.  This  bill 
would  greatly  inorease  the  number  and 
kind  of  original  art  objects  imported 
into  this  country  by  art  museums  and 
dealers,  as  well  as  art  patrons  who  do¬ 
nate  sizable  collections  to  art  institu¬ 
tions  ;  in  Addition,  it  would  encourage  a 
much  fr/er  international  interchange  of 
works  of  art.  I  am  also  sponsoring  a  bill 
to  permit  the  importation  of  trade- 
marked  articles,  like  certain  perfumes, 
n</w  restricted,  when  the  item  is  for  the 
:rsonal  use  of  the  traveler,  a  gift  from 
''a  serviceman  abroad,  or  part  of  the  per¬ 
sonal  effects  of  a  Government  employee 
or  immigrant. 

I  have  reintroduced  the  Voters’  Infor¬ 
mation  Act  to  stimulate  increased  citizen 
participation  in  Government  and  elec¬ 
tions  by  providing  for  the  prominent 
display  in  post  offices  of  information  con¬ 
cerning  registration,  elections,  and  voter 
qualifications,  along  with  name  and  office 
address  of  the  Representatives  and  U.S. 
Senators  representing  the  areas  served 
by  the  post  office. 

The  question  of  publicity  for  payrolls 
of  Members  of  Congress  is  one  which  has 
received  much  and  deserved  public  atten¬ 
tion  of  late.  I  favor  full  disclosure  of 
such  expenditures  in  both  the  Senate  and 
House  of  Representatives.  I  am  the 
sponsor  of  several  measures  looking  to¬ 
ward  the  maintenance  of  the  highest 
possible  standards  of  ethics  in  Govern¬ 
ment  service.  Needless  to  add,  neither  as 
a  Member  of  the  House  of  Representa¬ 
tives,  as  attorney  general  of  New  York 
State,  nor  as  a  Member  of  the  Senate 
lraye  I  had  a  relative  on  my  official  pay- 
rol 

Tds.  stimulate  throughout  the  United 
Statessadvancement  of  the  performing 
arts,  I  Introduced  a  bill  to  establish  an 
Arts  Foundation  to  assist  and  encourage 
productions  of  plays,  concerts,  ballet, 
and  other  performances  by  marshaling 
professional  advice,  compiling  registers 
of  theaters  ancKpersonnel,  and  providing 
subventions  to  Help  with  the  difference 
between  box  offing  receipts  and  costs, 
both  from  its  ownSappropriations  and 
from  contributions  \made  by  private 
sources.  The  soul  of\>ur  Nation  is  as 
vital  as  its  productive  power. 

I  have  sponsored  legislation  to  make 
Lincoln’s  birthday  a  national  holiday. 

I  have  joined  in  sponsorshipW  the  pro¬ 
posal  to  permit  the  PresidentVn  item 
veto  in  appropriations  and  \other 
measures. 

CONCLUSION 

As  the  foreign  and  domestic  crises, 
which  continually  confront  our  Nation 
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apNar,  mature,  and  are  dealt  with,  it 
becohjes  increasingly  important  that  the 
peopleNiave  a  better  understanding  of 
what  goeXon  in  the  Federal  Government 
and  whatNffieir  elected  legislators  are 
doing.  I  amSendeavoring  to  further  this 
undertaking  tnrpugh  this  report  and  fre¬ 
quent  reports  toXhe  State  on  radio  and 
television;  I  ask  from  my  constituents, 
on  their  part,  letterSsand  expressions  of 
opinion;  these  are  a  valuable  aid  in  my 
work  here.  In  addition,  the  citizen’s 
Federal  problems  are  an  important  part 
of  my  duty.  I  sincerely  hope  that  you 
will  continue  to  express  your  vie^s  to  me ; 
also  that  you  will  feel  free  to  tfi^it  my 
office  in  New  York  City — 341  Ninth 
Avenue — or  in  Washington.  \ 


AMENDMENT  OF  REORGANIZATION 
PLAN  NO.  2  OF  1953 

The  Senate  resumed  the  consideration 
of  the  bill  (S.  144)  to  amend  Reorgan¬ 
ization  Plan  No.  2  of  1953. 

Mr.  JOHNSTON  of  South  Carolina. 
Mr.  President,  25  years  ago,  as  Gov¬ 
ernor-elect  of  South  Carolina,  I  came 
to  Washington  to  see  the  late  President 
Roosevelt  to  seek  funds  to  start  a  rural 
electrification  program  in  South  Caro¬ 
lina. 

Early  in  1935  the  South  Carolina  Gen¬ 
eral  Assembly  created  the  South  Caro¬ 
lina  rural  electrification  program  which 
preceded  action  on  the  national  level. 
Later  that  spring,  by  Executive  order, 
President  Roosevelt  sent  $100,000  to  my 
State  to  help  initiate  this  program.  In 
1936  Congress  passed  legislation  creating 
the  national  rural  electrification  pro¬ 
gram.  It  was  patterned  after  the  pro¬ 
gram  initiated  in  South  Carolina.  The 
South  Carolina  act  was  drafted  in  Wash¬ 
ington  at  that  time  by  the  administra¬ 
tion. 

I  know  well  the  story,  history,  and  good 
record  of  REA  from  top  to  bottom. 
When  the  REA  was  first  created,  the 
Congress  established  the  office  of  Admin¬ 
istrator  of  REA.  Besides  the  paperwork 
and  administrative  functions,  the  REA 
Administrator  was  charged  with  the  duty 
of  approving  or  disapproving  loans  for 
rural  electric  programs.  For  over  23 
years  this  function  was  performed  by  the 
REA  Administrator. 

Then,  in  May  of  1957,  the  Secretary  of 
Agriculture,  within  whose  Department 
REA  had  functioned  independently,  de¬ 
cided  to  assume  the  loanmaking  pow¬ 
ers  of  the  REA  Administrator.  There 
is  no  justification  for  this  assumption  of 
power  by  the  Secretary  of  Agriculture. 

The  REA  program  has  been  efficiently 
operated  without  the  slighest  blight  on 
its  record.  Cooperatives  in  a  great  part 
of  the  country  are  ahead  of  schedule  on 
their  repayments,  and  the  REA  has  not 
lost  a  thin  dime  of  the  Government’s 
money.  I  point  out  that  $1  billion  has 
been  repaid  the  Government  by  coopera¬ 
tives  on  loans.  It  is  a  self-sufficient 
agency  of  the  Government  which  has  as¬ 
sisted  the  rural  people  of  this  Nation  to 
come  out  of  the  Dark  Ages  and  join  the 
rest  of  the  lighted  world. 


Before  REA  existed,  more  than  90  per¬ 
cent  of  rural  America  was  still  living  at 
night  by  candlelight  and  lanterns.  Af¬ 
ter  years  of  futile  pleading  for  extension 
of  city  lines  to  rural  areas,  the  rural  elec¬ 
tric  cooperatives  were  organized  by  the 
rural  people  themselves  to  do  the  job. 

Today  more  than  90  percent  of  rural 
America  is  lighted  with  electricity.  This 
commendable  job  was  done  under  the 
administration  of  REA  which,  until  1957, 
was  headed  by  the  Administrator  of 
REA,  who  made  decisions  on  placing- 
loans. 

This  bill,  of  which  I  am  a  cosponsor, 
would  not  change  the  REA  program  or 
its  personnel  in  any  way.  It  would  only 
restore  the  REA  to  its  original  organiza¬ 
tion  and  operation  which  worked  so  suc¬ 
cessfully  and  above  reproach  for  so  many 
years. 

The  rural  electric  cooperatives  in  my 
State  of  South  Carolina  and  the  cooper¬ 
atives  all  over  America  have  endorsed 
this  proposed  legislation. 

I  certainly  endorse  this  legislation  for, 
if  the  Secretary  of  Agriculture  plans  to 
administer  the  rural  electric  program  in 
the  future  as  he  has  administered  the 
farm  programs  in  the  past,  the  REA  pro¬ 
gram  will  be  wrecked  in  a  short  time. 

I  would  much  rather  have  a  very  weak 
law  on  the  statute  books  and  have  a  good 
Administrator  than  to  have  a  strong  law 
on  the  statute  books  and  have  a  poor 
Administrator  to  administer  it — one  who 
was  trying  his  best  to  kill  it. 

REA  is  a  continuous  program.  As  peo¬ 
ple  buy  more  electrical  equipment  and 
modernize  their  farm  operations,  they 
will  be  needing  more  and  more  electrical 
energy.  As  this  need  grows,  so  grows  the 
need  for  heavier  distribution  lines,  and 
with  such  growth  comes  the  need  for 
new  loans  and  new  authorizations.  The 
Administrator  of  REA,  and  not  the  Sec¬ 
retary  of  Agriculture,  should  be  in  the 
position  of  judging  the  soundness  and 
need  for  such  loans. 

An  unfriendly  Secretary  of  Agriculture 
with  no  sympathy  for  the  programs  of 
REA,  and  not  sworn  to  defend  REA, 
could  render  havoc  to  our  local  REA 
programs.  Farmers  without  adequate 
electricity  do  not  buy  electrical  appli¬ 
ances  and  do  not  modernize  their  opera¬ 
tions.  A  stagnant  cooperative,  like  any 
other  business-,  will  degenerate.  Incom¬ 
petence  in  Washington  can  result  in  the 
bleak  picture  of  a  rural  America  being 
dotted  with  dying  cooperatives. 

The  very  existence  of  rural  coopera¬ 
tives  and  the  REA  program  may  depend 
on  passage  of  this  legislation  or  some 
similar  legislation;  I  urge  the  Senate  to 
support  this  bill,  in  order  to  defend  the 
Rural  Electrification  Administration 
against  the  present  Secretary  of  Agricul¬ 
ture.  If  we  do  not  enact  such  legislation, 
I  fear  that  rural  electrification  is  in  great 
danger. 

Mr.  SYMINGTON.  Mr.  President,  I 
wish  to  associate  myself  with  the  re¬ 
marks  made  by  the  very  able  senior 
Senator  from  South  Carolina  with  re¬ 
spect  to  the  rural  electrification  pro¬ 
gram.  N 

At  least  as  much  as  any  other  program, 
the  rural  electrification  program  has 
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contributed  to  a  better  way  of  life  for 
farmers,  and  others,  all  over  rural 
America. 

The  accomplishments  of  the  REA  in 
the  past  24  years  are  well  known. 

In  my  own  State,  at  the  time  the  REA 
was  created  in  1935,  but  6  percent  of  the 
farm  families  were  receiving  electric 
service. 

Now,  more  than  95  percent  of  Missou¬ 
ri’s  farms  are  being  served  by  this  great 
institution. 

The  REA  is  an  outstanding  example 
of  the  type  of  achievement  that  can  be 
had  when  individual  farmei'S,  in  coopera¬ 
tion  with  both  their  neighbors  and  their 
Government,  set  out  to  do  a  job. 

In  recent  years,  there  has  been  a  grow¬ 
ing  feeling  of  apprehension  on  the  part 
of  the  REA  members  of  Missouri.  When 
it  became  known  that  the  Secretary  of 
Agriculture  was  exercising  final  author¬ 
ity  in  passing  on  certain  loans,  our  peo¬ 
ple  became  even  more  concerned. 

As  a  meifiber  of  the  Government  Op¬ 
erations  Subcommittee  in  the  last  Con¬ 
gress,  I  was  privileged  to  hear  witnesses 
from  all  over  the  country  request  that 
the  REA  Administrator  be  given  full  au¬ 
thority  for  the  loanmaking  policy  and 
functions  of  the  REA. 
s.  Recently,  at  the  national  REA  con¬ 
vention  here  in  Washington,  I  also  had 
the  privilege  of  visiting  with  the  leaders, 
as  well  as  many  members  of  the  electric 
cooperatives  in  Missouri. 

These  people  reiterated  their  support 
for  the  principles  embodied  in  S.  144. 
They  expressed  their  sincere  view  that 
the  rural  electrification  program  was 
created  to  provide  electric  service  to 
farmers  and  farm  areas. 

The  REA  has  been,  and  should  con¬ 
tinue  to  be,  an  organization  of  farmers, 
for  farmers;  therefore  it  should  continue 
to  be  associated  with  those  agencies  of 
the  Government  primarily  concerned 
with  agricultural  matters. 

For  a  few  years  after  the  REA  was  cre¬ 
ated,  it  was  an  independent  agency.  In 
1939,  after  4  years  of  operation  and  study, 
the  Congress  decided  to  place  the  REA 
as  part  of  the  Department  of  Agricul¬ 
ture — in  other  words,  as  an  independent 
agency  of  that  Department. 

As  the  chairman  of  the  Agriculture 
Committee,  the  distinguished  Senior 
Senator  from  Louisiana,  said  in  the  Sen¬ 
ate  Agriculture  Committee  on  March  5 
and  6 : 

As  far  as  I  am  concerned,  I  don’t  recall 
having  heard  very  much  criticism  of  the 
operations  of  the  REA  so  long  as  it  was 
under  Agriculture  as  a  more  or  less  inde¬ 
pendent  agency  *  *  *  It  made  its  greatest 
progress  while  it  was  under  Agriculture, 
where  it  received  sympathetic  review  by  the 
Department  that  was  interested  in  the 
farmer. 

Mr.  President,  the  best  interests  of  the 
REA  will  be  served  if  we  follow  the  phi¬ 
losophy  of  S.  144 — to  keep  the  REA  with¬ 
in  the  Department  of  Agriculture;  and 
give  the  Administrator  of  the  REA  full 
and  complete  authority  with  regard  to 
the  loan  making  and  financial  functions 
of  the  program. 

Mr.  CURTIS  obtained  the  floor. 
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Mr.  CAPEHART.  Mr.  President,  will 
the  Senator  from  Nebraska  yield  so  that 
I  may  suggest  the  absence  of  a  quorum? 

Mr.  CURTIS.  I  yield  for  that  pur¬ 
pose." 

Mr.  CAPEHART.  Mr.  President,  I 
suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER  (Mr. 
Lausche  in  the  chair).  The  clerk  will 
call  the  roll. 

The  Chief  Clerk  proceeded  to  call  the 
roll. 

Mr.  CURTIS.  Mr.  President,  I  ask 
•unanimous  consent  that  the  order  for  the 
quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With¬ 
out  objection,  it  is  so  ordered. 

T5" '  MI* 1.  President,  I  am 
pleased  to  offer  an  amendment  in  the 
nature  of  a  substitute  for  the  bill  now 
under  discussion.  The  distinguished 
senior  Senator  from  Georgia  [Mr.  Rus¬ 
sell]  has  joined  me  in  offering  the 
amendment.  Our  amendment,  if  en¬ 
acted,  would  recreate  the  Rural  Electri¬ 
fication  Administration  as  an  independ¬ 
ent  agency  of  government.  It  would 
-recreate  the  agency  in  the  status  origi¬ 
nally  conceived  and  originally  intended. 

Mr.  President,  I  should  like  to  call  the 
attention  of  the  Senate  to  the  text  of  S. 
144.  It  consists  of  15  lines  on  page  2, 
from  line  7  to  line  22. 

I  ask  anyone  to  inform  us  who  will 
run  REA  if  the  bill  shall  be  enacted.  I 
ask  anyone  who  reads  the  amendment 
offered  by  myself  and  the  distinguished 
Senator  from  Georgia  [Mr.  Russell! 
whether  he  has  any  doubt  in  his  mind 
as  to  who  would  run  REA  under  the 
substitute.  I  shall  refer  to  that  point 
later. 

I  suppose  that,  if  we  were  asked  to 
select  the  greatest  accomplishment  in 
farming,  in  our  generation,  it  would  be 
very  easy  to  point  out  the  electrification 
of  our  farms.  In  1935,  11  percent  of  our 
farms  wTere  receiving  central  station 
electric  service.  Today,  96  percent  of 
our  farms  are  getting  such  service. 

One  of  the  most  interesting  and  praise¬ 
worthy  aspects  of  our  rural  electric  pro¬ 
gram,  through  its  first  23  years  of  op¬ 
eration,  is  that  it  has  enjoyed  the  strong 
support  of  Members  of  Congress  from 
farming  States.  When  REA  was  cre¬ 
ated,  in  1935,  it  was  set  up  to  be  a  non¬ 
partisan  agency  dedicated  to  the  bring¬ 
ing:  of  electricity  to  our  farms.  While 
there  have  been,  at  different  times,  po¬ 
litical  charges  and  counter  charges  sur¬ 
rounding  some  REA  side  issues,  involv¬ 
ing  controversial  power  projects  pro¬ 
posed  for  construction  by  the  Depart¬ 
ment  of  the  Interior,  the  program  for 
authorization  and  appropriations  of 
REA  funds  have  had  the  votes  of  Re¬ 
publicans  and  Democrats  alike,  repre¬ 
senting  our  farm  States  in  Congress. 

President  Roosevelt  created  the  REA 
by  Executive  order  in  1935.  A  year  later, 
Representative  Sam  Rayburn,  in  the 
House,  and  Nebraska’s  Senator  George 
W.  Norris,  in  the  Senate,  sponsored  leg¬ 
islation  to  prescribe  its  governing  rules. 

Permit  me  to  cite  a  few  facts.  Since 
1952,  there  has  never  been  any  year  in 
which  money  for  loan  authorization  was 
insufficient.  In  the  1957  fiscal  year,  a 
volume  of  applications  exceeded  the  ex¬ 


pected  demand  for  new  loans.  The  ad¬ 
ministration  hurriedly  requested  $200 
million  for  additional  loans,  and  the 
authority  to  make  the  loans  was  speedily 
approved  by  the  Congress. 

Since  1952  the  backlog  of  loan  appli¬ 
cations  made  to  the  REA  headquarters 
has  been  wiped  out  and  loans  are  being 
processed  faster  by  Administrator  Hamil 
than  ever  before  in  the  history  of  REA. 
At  this  point  let  me  relate  that  Davy 
Hamil,  our  REA  Administrator,  is  doing 
the  best  job  ever  performed  by  any  REA 
Chief.  He  is  a  farmer  who  worked  with 
REA  problems  as  a  consumer  and  as  an 
official  of  his  co-op.  In  the  legislature 
of  his  native  State  he  labored  effectively 
on  legislation  to  promote  REA.  He  is  a 
diligent  man,  and  is  performing  an  ex¬ 
cellent  public  service. 

Because  of  the  criticism  of  this  ad¬ 
ministration’s  handling  of  the  REA  pro¬ 
gram,  I  have  spent  much  time  studying 
REA  matters.  About  2  years  ago,  the 
Secretary  of  Agriculture  asked  Admin¬ 
istrator  Hamil  to  submit,  for  review  by 
him,  all  loan  applications  in  excess  of 
$500,000.  This  has  resulted  in  much 
strife,  noise,  and  name  calling.  The 
Secretary’s  request  was  based  on  two  re¬ 
organization  plans — one  in  1939  and 
the  other  in  1953.  The  earlier  plan, 
authored  by  President  Roosevelt,  re¬ 
moved  REA  from  its  independent  status 
and  placed  it  within  the  Department  of 
Agriculture  “under  the  general  direction 
and  supervision  of  the  Secretary  of 
Agriculture.”  The  reorganization  plan 
of  1953  further  implemented  the  1939 
act  and  gave  to  the  Secretary  of  Agri¬ 
culture  “all  functions”  of  other  depart¬ 
mental  employees  “not  now  vested  in 
him.”  When  the  Secretary  asked  for  re¬ 
view  of  all  REA  loans  over  $500,000,  the 
concern  in  some  places  caused  the  Sena¬ 
tor  from  Minnesota  [Mr.  Humphrey]  to 
introduce  a  bill  in  the  Senate,  and  Rep¬ 
resentative  Melvin  Price  to  introduce  a 
bill  in  the  House,  nullifying  the  1953  re¬ 
organization  plan.  I  am  a  member  of 
the  committee,  along  with  the  Senator 
from  Minnesota,  which  studied  his  bill, 
and  sat  in  the  hearings  on  it. 

The  interesting  feature  of  the  hearings 
was  not  the  heated  politics,  but  the  fact 
that  officials  of  local  REA’s  who  came  be¬ 
fore  the  committee  to  support  the  Hum¬ 
phrey  bill  all  stated,  to  a  man,  that  re¬ 
view  of  loans  had  not  slowed  down,  at 
any  time,  the  making  of  loans.  Davy 
Hamil  testified  that  every  loan  approved 
by  him  has  been  made,  and  that  review 
of  the  loans  over  $500,000  has  not,  in  one 
single  instance,  reversed  any  loan  he  has 
approved. 

During  the  past  fall,  I  gave  much 
thought  to  REA  matters.  I  discussed 
REA  with  many  Nebraskans  who  are  in¬ 
terested  in  it.  I  reread  hearings  and  de¬ 
bates  on  REA  legislation.  It  occurred  to 
me  that  the  best  interests  of  our  fine  and 
progressive  rural  electric  program  will  be 
served  by  reestablishing  its  independent 
status.  I  discussed  my  plans  with  the 
Senator  from  Georgia  [Mr.  Russell]. 
He  agreed  with  me  and,  on  January  9, 
1959,  we  introduced  a  bill  to  reestablish 
the  Rural  Electrification  Administration 
as  an  independent  agency  of  the  Federal 
Government.  Our  bill,  if  enacted,  will 
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permit  REA  to  operate  as  originally  con¬ 
ceived  in  1935,  and  as  authorized  by  the 
Norris-Rayburn  Act  of  1936. 

There  is  a  logical  background  for  the 
amendment.  In  1944,  Senator  E.  D. 
Smith,  as  chairman  of  the  Committee  on 
Agriculture,  introduced  a  bill,  S.  2034,  to 
return  the  Rural  Electrification  Admin¬ 
istration  to  independent  status.  This 
followed  5  months  of  hearings  on  REA 
problems,  and  the  issuance  of  a  subcom¬ 
mittee  report  recommending  the  pro¬ 
posed  legislation  which  was  signed  by 
two  Democrats  and  two  Republicans. 

Senator  Lucas,  on  January  6,  1945,  in¬ 
troduced  a  so-called  postwar  planning 
bill  for  REA — S.  89 — which  contained, 
among  other  provisions,  the  reestablish¬ 
ment  of  REA  as  an  independent  agency. 
It  passed  the  Senate  on  May  14,  1945, 
without  a  record  vote. 

During  the  hearings  on  Reorganiza¬ 
tion  Plan  No.  2  of  1953,  Mr.  Clyde  Ellis 
stated  in  behalf  of  the  National  Rural 
Electric  Cooperative  Association: 

Rural  electric  leaders  Rave  never  become 
reconciled  to  the  placing  of  REA  in  the  De¬ 
partment  of  Agriculture  and  have  continued 
to  feel  that  the  program  would  be  better 
served  by  a  completely  independent  agency. 

Some  fears  have  been  expressed,  and  I 
believe  with  absolute  sincerity,  that  dis¬ 
advantages  might  accrue  to  the  Rural 
Electrification  Administration  should  it 
become  an  independent  agency.  These 
fears  can  be  allayed  by  taking  notice  of 
REA’s  stature  with  Members  of  Congress 
of  both  parties.  The  widespread  sup¬ 
port  for  REA  and  its  progress  should  cer¬ 
tainly  assure  a  wholesome  continuation 
of  its  objectives.  All  members  of  Con¬ 
gress  knowledgeable  of  the  benefits  of 
central  station  electric  service  to  rural 
America  will  accord  REA  the  support  it 
deserves  and  merits.  Those  Members 
comprise  a  substantial  majority  in  both 
Houses  of  Congress. 

I  have  received  many  letters  and  reso¬ 
lutions  from  officials  of  REA  districts 
supporting  the  amendment  in  the  nature 
of  a  substitute  which  I  have  offered  for 
myself  and  the  Senator  from  Georgia 
[Mr.  Russell  1.  In  addition,  I  am  proud 
that  the  Nebraska  Rural  Electric  Asso¬ 
ciation,  in  a  State  convention  on  Febru¬ 
ary  2, 1959,  adopted  a  resolution  support¬ 
ing  this  proposal  and  a  bill  similar  to  it 
introduced  in  the  House  of  Representa¬ 
tives  by  Representative  Lawrence  Brock, 
of  Nebraska. 

Many  arguments  both  pro  and  con 
were  made  at  the  time  the  Rural  Elec¬ 
trification  Administration  was  trans¬ 
ferred  to  the  Department  of  Agriculture 
in  1939.  Regardless  of  the  merits  of 
those  arguments,  the  great  changes 
which  have  occurred  in  the  electric  in¬ 
dustry  since  1939  require  a  reappraisal 
of  the  justification  for  moving  REA  into 
the  Department  of  Agriculture.  Prob¬ 
ably  no  other  industry  in  the  country 
has  gone  through  greater  changes  than 
that  of  the  generation,  transmission,  and 
distribution  of  electric  energy.  The  bor¬ 
rowers  from  REA  play  an  important  part 
in  this  work.  The  rapid  growth  and 
peculiar  problems  of  supplying  electric¬ 
ity  to  people  in  rural  areas  require  that 
REA  be  subject  directly  to  Congress  as 
an  independent  agency.  While  the  sup- 
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plying  of  electric  energy  to  persons  in 
rural  areas  has  some  factors  common 
with  other  activities  of  the  Department 
of  Agriculture  it  is  increasingly  clear 
that  the  problems  of  the  future  with 
respect  to  REA  work  will  not  be  the 
type  of  agricultural  problems  with  which 
the  Department  is  concerned. 

It  is  my  belief  that  the  creation  of 
REA  as  an  independent  agency  will  not 
violate  the  principles  of  the  Hoover 
Commission  report. 

Having  determined  that  the  agency 
should  be  independent,  it  is  necessary 
to  assure  that  it  will  be  completely  free. 
Any  attempt  to  give  the  Administrator 
partial  control,  and  at  the  same  time 
to  retain  some  control  in  the  Depart¬ 
ment  of  Agriculture,  could  only  lead  to 
utter  confusion  and  the  disadvantage 
of  the  program.  Overlapping  areas  of 
judisdiction  and  control  are  the  fertile 
fields  of  confusion  and  delay  which  lead 
to  a  breakdown  of  the  service  being 
rendered  to  the  farmers  by  the  REA 
program. 

The  discussions  before  the  Subcom¬ 
mittee  of  the  Committee  on  Agriculture 
clearly  show  that  there  is  confusion  as 
to  the  intent  and  purpose  of  Senate  bill 
144.  If  it  is  intended  to  mean  that  the 
bare  act  of  affixing  or  refusing  to  affix 
his  signature  to  a  loan  is  the  sole  re¬ 
sponsibility  of  the  Administrator,  the 
bill  is  meaningless.  If  it  means  that 
all  decisions  as  to  policies,  procedures, 
and  personnel,  which  are  the  ingredients 
of  the  loan  process,  are  to  be  made  by 
the  Administrator,  then  the  enactment 
of  the  bill  would  result  in  removing  the 
REA  from  the  Department  of  Agricul¬ 
ture. 

The  substitute  offered  by  me  and  the 
Senator  from  Georgia  [Mr.  Russell] 
removes  all  doubt  as  to  the  authority 
of  the  Administrator  with  respect  to 
the  loan  programs  authorized  by  the 
Rural  Electrification  Act  of  1936,  as 
amended.  Senate  bill  144  creates  con¬ 
fusion  and  doubt  as  to  who  has  the 
final  responsibility  for  carrying  out  the 
objectives  of  this  act.  Even  the  most 
charitable  view  of  Senate  bill  144  means 
that  there  will  be  two  administrative 
heads  of  the  REA.  The  extent  of  the 
authority  a>f  either  of  these  heads  is  not 
made  clear  by  the  provisions  of  Senate 
bill  144.  Having  two  bosses  with  their 
jurisdiction  undecided  could  lead  to  only 
one  end,  namely,  hopeless  confusion  and 
a  serious  adverse  effect  on  the  accom¬ 
plishments  of  the  REA  program.  The 
Congress  should  not  at  this  time  take 
any  action  which  might  defeat  the  ob¬ 
jectives  of  the  act. 

For  example,  Senate  bill  144  proposes 
to  repeal  the  part  of  Reorganization 
Plan  No.  2  of  1953  which  transferred 
to  the  Secretary  of  Agriculture  author¬ 
ity  in  addition  to  that  given  him  by 
Reorganization  Plan  No.  2  of  1939. 
That  is  proposed  in  an  effort  to  give 
to  the  Administrator  sole  responsibility 
for  the  making  of  loans.  At  the  same 
time,  if  Senate  bill  144  is  enacted,  the 
Administrator  will  have,  according  to 
title  I  of  the  Rural  Electrification  Act 
of  1936,  with  amendments — 
all  of  the  powers  of  which  shall  he  exercised 
by  an  Administrator  under  the  general  di¬ 


rection  and  supervision  of  the  Secretary  of 
Agriculture. 

There  is  no  effort  to  clarify  what 
“general  direction  and  supervision”  the 
Secretary  of  Agriculture  will  then  have, 
should  Senate  bill  144  be  enacted. 

Mr.  President,  I  now  come  to  the  very 
crucial  point  of  the  distinction  between 
these  two  proposals.  I  believe  that  the 
authors  of  Senate  bill  144  have  acted  in 
good  faith  and  with  good  intentions. 
But  I  am  convinced  that  the  language 
they  have  used  is  such  that  it  defeats 
the  whole  objective  they  seek;  and  I  call 
attention  to  this  particular  point: 

Section  3  of  the  Rural  Electrification 
Act  of  1936,  as  amended,  provides: 

The  Secretary  of  the  Treasury  is  hereby 
authorized  and  directed  to  make  loans  to 
the  Administrator,  upon  the  request  and 
approval  of  the  Secretary  of  Agriculture. 

Mr.  President,  that  provision  is  not 
changed  by  the  Humphrey  bill.  Senate 
bill  144.  This  is  obviously  an  important 
policy  function  still  vested  in  the  Secre¬ 
tary  of  Agriculture,  which  is  not  dealt 
with  in  Senate  bill  144. 

In  other  words,  Mr.  President,  suppose 
there  were  to  develop  a  situation  in 
which  the  Secretary  of  Agriculture  and 
the  Administrator  of  the  REA  disagreed. 
Under  the  Humphrey  proposal,  the  Ad¬ 
ministrator  of  the  REA  would  have  the 
sole  authority  to  approve  or  to  disap¬ 
prove  an  application  made  by  a  local 
REA  for  a  loan.  But  the  authority  to 
obtain  the  money  from  the  Treasury, 
so  the  local  REA  could  obtain  its  loan, 
would  rest  solely  with  the  Secretary  of 
Agriculture. 

Could  there  be  more  confusion;  could 
there  be  a  greater  blow  to  the  fine  REA 
program,  than  to  have  such  dual  author¬ 
ity?  It  is  true  that  if  such  a  proposal 
were  enacted,  nothing  might  happen  un¬ 
der  it  for  a  time.  But  if  there  were  a 
Secretary  of  Agriculture  and  an  REA 
Administrator  who  were  not  working  in 
harmony,  then  a  proposal  of  this  kind 
would  result  in  such  a  situation  that  the 
REA  Administrator  would  be  the  only 
one  who  could  approve  a  loan  which  was 
sought  by  a  local  REA;  but  the  only  one 
who  could  obtain  from  the  Treasury  the 
funds  with  which  to  make  the  loan 
would  be  the  Secretary  of  Agriculture. 
Such  legislation  would  not  be  good;  it 
would  not  result  in  sound  governmental 
procedure;  it  would  not  be  in  accord  with 
the  Hoover  Commission’s  report;  it 
would  not  be  fair  to  the  American  farm¬ 
ers.  Instead,  it  would  create  legislative 
chaos. 

I  am  thoroughly  convinced  that  the 
authors  of  Senate  bill  144  did  not  intend 
any  such  thing.  But  all  the  considera¬ 
tion  and  endorsement  of  Senate  bill  144 
by  various  organizations  occurred  prior 
to  the  writing  of  the  present  language  of 
Senate  bill  144  and  prior  to  full  discus¬ 
sion  of  the  meaning  of  the  language 
used. 

Mr.  President,  it  is  my  hope  that  the 
authors  of  Senate  bill  144  will  withdraw 
their  bill  and  will  reconsider  it,  or  else 
will  accept  our  substitute. 

I  suggest  that  all  the  Members  of  this 
body  read  Senate  bill  144  and  try  to  de¬ 
termine  who  will  run  the  REA  pro¬ 
gram.  The  bill  says  that  the  program 
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shall  be  operated  under  the  direction  and 
supervision  of  the  Secretary  of  Agricul¬ 
ture  ;  but  then  the  bill  provides  that  only 
the  Administrator  can  approve  or  dis¬ 
approve  an  application  for  a  loan,  al¬ 
though  the  bill  leaves  in  the  Secretary  of 
Agriculture  the  sole  responsibility  of 
obtaining  from  the  Treasury  the  money 
with  which  to  make  the  loans. 

I  suggest  that  all  Senators  read  the 
bill,  and  determine  who  will  administer 
the  REA  program;  and  I  suggest  that 
then  they  read  the  substitute,  and  then 
see  whether  they  have  any  doubt  about 
what  will  happen. 

Our  amendment  in  the  nature  of  a 
substitute  provides: 

There  is  hereby  created  and  established  in 
the  executive  branch  of  the  Government  an 
independent  agency  to  be  known  as  the  Rural 
Electrification  Administration. 

A  little  later  our  amendment  provides : 

The  Administrator  shall  have  direction, 
supervision,  and  control  of  the  Rural  Elec¬ 
trification  Administration  and  all  of  its  op¬ 
erations  and  functions  as  authorized  in 
the  Rural  Electrification  Act  of  1936, 
as  amended. 

Mr.  President,  the  substitute  may  not 
prevail.  It  ought  to;  and  I  believe  it 
may.  But  if  this  issue  is  carried  back 
home  to  the  local  REA’s,  Senate  bill  144 
will  be  a  bad  one  to  take  to  them.  All 
one  has  to  do  is  read  the  15  lines  of  the 
Humphrey  bill  to  find  that  no  one  can  say 
that  there  is  central  authority  and  re¬ 
sponsibility  provided  for  the  REA  pro¬ 
gram. 

During  hearings  on  the  Curtis-Russell 
substitute  before  the  subcommittee  of 
the  Senate  Committee  on  Agriculture, 
headed  by  the  Senator  from  Florida  [Mr. 
Holland],  it  was  stated  that  our  substi¬ 
tute  would  “make  possible  the  arbitrary 
discharge  of  experienced,  capable  and 
loyal  employees  of  the  Rural  Electrifica¬ 
tion  Administration.” 

The  Curtis-Russell  substitute  has  been 
drafted  in  accordance  with  standard 
provisions  contained  in  all  reorganiza¬ 
tion  bills  coming  before  the  Congress. 
The  authority  to  transfer  personnel  is 
always  designated  in  this  type  of  legis¬ 
lation.  It  is  inconceivable,  and  almost 
ridiculous,  to  presume  that  Davy  Hamil, 
as  Administrator  of  the  independent 
agency,  would  want  to  discharge  capable 
and  loyal  employees  of  the  REA.  These 
apprehensions,  however  sincere,  are  not 
supportable.  For  example,  our  substi¬ 
tute  bill  duplicates  the  procedure  taken 
under  the  act  of  August  6,  1953,  which 
established  the  Farm  Credit  Administra¬ 
tion  as  an  independent  agency.  Does 
any  colleague  know  of  any  instance 
wherein  capable  and  loyal  employees  of 
the  Farm  Credit  Administration  were 
arbitrarily  discharged  as  a  result  of  that 
reorganization  plan? 

To  allay  any  other  fears,  the  Curtis- 
Russell  substitute  proposes  that  the  sub¬ 
stantive  legislation  relating  to  REA  and 
its  appropriations  shall  come  before  the 
Committees  on  Agriculture  of  both 
Houses,  and  before  the  same  Appropria¬ 
tions  Subcommittees  now  possessing  ju¬ 
risdiction. 

The  broad  consideration  and  support 
which  REA  has  received  from  a  large 
majority  of  the  Congress,  representing 
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both  political  parties,  give  me  full  assur¬ 
ance  that  our  Rural  Electrification  Ad¬ 
ministration  can  best  operate  and  grow 
and  prosper  as  an  independent  agency. 
I  sincerely  believe  that  enactment  of  S. 
144,  as  reported,  can  only  serve  to  com¬ 
pound  a  confusion  which  we  know  exists, 
and  make  it  worse,  to  the  detriment  of 
America’s  rural  community. 

Mr.  President,  the  question  has  been 
raised,  Do  either  of  these  proposals  vio¬ 
late  the  principles  of  the  Hoover  Com¬ 
mission  report?  I  say  that  S.  144  as  re¬ 
ported  by  the  committee  violates  the 
basic  principles  of  the  Hoover  Commis¬ 
sion  recommendation.  The  objective  of 
the  Hoover  Commission  was  to  central¬ 
ize  authority,  to  establish  a  direct  chain 
of  command.  The  Humphrey  bill  de¬ 
feats  the  principle  of  centralized  author¬ 
ity  and  of  a  direct  chain  of  command. 
For  instance,  if  it  shall  become  law,  only 
the  Administrator  will  be  able  to  approve 
a  loan,  but  only  the  Secretary  will  have, 
final  authority  to  secure  funds  from  the 
Treasury  to  make  the  loan. 

Could  anything  be  more  confusing?  I 
hope  the  distinguished  Senator  from 
Minnesota  [Mr.  Humphrey],  who  is  so 
devoted  to  rural  America,  will  withdraw 
his  bill  and  consider  the  language  again. 

Mr.  President,  during  yesterday’s  de¬ 
bate,  as  shown  on  page  4889  of  the  Con¬ 
gressional  Record,  the  senior  Senator 
from  Minnesota  cited  certain  examples 
to  support  his  bill  as  reported  from  the 
committee.  Among  these  examples  he 
cited  the  Federal  Maritime  Board,  the 
Bureau  of  Mines,  and  the  General  Coun¬ 
sel  of  the  National  Labor  Relations 
Board.  To  my  knowledge,  neither  the 
Bureau  of  Mines  nor  the  General  Coun¬ 
sel  of  the  National  Labor  Relations 
Board  has  any  loan  programs  under 
their  respective  jurisdictions. 

However,  in  the  case  of  the  Federal 
Maritime  Board,  I  should  like  to  remind 
the  distinguished  senior  Senator  from 
Minnesota  that  Reorganization  Act  21 
of  May  4,  1950,  gave  absolute  control  to 
the  Chairman  of  the  Federal  Maritime 
Board  over  regulatory  and  personnel 
functions.  The  regulatory  functions 
contained  in  the  Shipping  Acts  of  1916 
and  1933,  and  certain  few  ones  contained 
in  the  Merchant  Marine  Act  of  1936, 
were  brought  under  the  absolute  control 
of  the  Chairman  of  the  Maritime  Board. 
On  the  contrary,  there  was  reserved  -in 
that  Reorganization  Act  to  the  Secretary 
of  Commerce  authority  for  general  pol¬ 
icy  direction  over  the  granting  of  sub¬ 
sidies  for  the  construction  and  opera¬ 
tion  of  merchant  and  passenger  vessels 
under  contract  with  the  Federal  Mari¬ 
time  Board.  The  Federal  Maritime 
Board  disburses  very  large  amounts  of 
money  for  construction  and  operating 
subsidies  and,  as  previously  stated,  the 
general  policy  over  these  subsidies  has 
been  reserved  to  the  Secretary  of  Com¬ 
merce  by  Reorganization  Act  21  of  May 

4,  1950. 

In  closing,  I  wish  to  say  there  is  no 
precedent  and  no  pattern  for  S.  144.  Its 
enactment  would  result  in  utter  con¬ 
fusion.  It  would  not  do  what  its  authors 
think  it  would.  Some  of  the  authors  of 
the  bill  have  expressed  the  opinion  that 

5.  144  would  create  a  situation  such  as 
exists  in  the  case  of  the  Farm  Credit 


Administration.  That  is  absolutely  in¬ 
correct.  The  Farm  Credit  Administra¬ 
tion  is  an  independent  agency,  with  all 
the  power  vested  in  one  place. 

Again  I  say,  read  the  two  proposals, 
and  see  if  it  can  be  determined  who 
would  run  the  REA  if  either  one  of  the 
proposals  were  enacted. 

There  is  no  doubt  what  would  happen 
under  the  Curtis-Russell  proposal.  The 
agency  would  be  an  independent  agency. 
The  Humphrey  bill  is  condensed  con¬ 
fusion  in  15  fines.  Admittedly,  it  vests 
with  the  REA  Administrator  the  author¬ 
ity  to  make  a  loan  to  an  REA  in  any  of 
our  States,  but  vests  in  the  Secretary  of 
Agriculture  power  over  all  further  func¬ 
tions — legal,  general  policies,  interest 
policies,  and  everything  else — but,  more 
than  that,  only  the  Secretary  of  Agri¬ 
culture  could  get  the  money  out  of  the 
Treasury  to  make  the  loans. 

Mr.  President,  I  yield  the  floor. 


CALL  OF  THE  ROLL 

Mr.  CAPEHART.  Mr.  President,  I 
suggest  the  absence  of  a  quorum. 

The  PRESIDING  ’  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll, 
and  the  following  Senators  answered  to 
their  names: 


Aiken 

Fulbright 

Morse 

Allott 

Goldwater 

Morton 

Anderson 

Gore 

Moss 

Bartlett 

Hart 

Mundt 

Beall 

Hartke 

Muskle 

Bennett 

Hayden 

Neuberger 

Bible 

Hennings 

O’Mahoney 

Bridges 

Hickenlooper 

Pastore 

Bush 

Hill 

Prouty 

Byrd,  W.  Va. 

Holland 

Proxmire 

6annon 

Hruska 

Randolph 

Capehart 

Humphrey 

Robertson 

Carlson 

Jackson 

Russell 

Carroll 

Javits 

Saltonstall 

Case,  N.J. 

Johnson,  Tex. 

Schoeppel 

Case,  S.  Dak. 

Johnston,  S.C. 

Scott 

Church 

Jordan 

Smathers 

Clark 

Keating 

Smith 

Cotton 

Kefauver 

Sparkman 

Curtis 

Kennedy 

Stennis 

Dirksen 

Kerr 

Symington 

Dodd 

Kuchel 

Talmadge 

Douglas 

Langer 

Thurmond 

Dworshak 

Lausche 

Wiley 

Eastland 

Long 

Williams,  N.J. 

Ellender 

McCarthy 

Williams,  Del. 

Engle 

McClellan 

Yarborough 

Ervin 

McNamara 

Young,  N.  Dak. 

Frear 

Martin 

Young,  Ohio 

Mr.  HENNINGS.  I  announce  that 
the  Senator  from  New  Mexico  [Mr. 
Chavez],  the  Senator  from  Rhode  Island 
[Mr.  Green],  the  Senator  from  Alaska 
[Mr.  Gruening],  the  Senator  from  Mon¬ 
tana  [Mr.  Mansfield],  the  Senator  from 
Wyoming  [Mr.  McGee],  the  Senator 
from  Oklahoma  [Mr.  Monroney],  and 
the  Senator  from  Montana  [Mr.  Mur¬ 
ray],  are  absent  on  official  business. 

I  further  announce  that  the  Senator 
from  Washington  [Mr.  Magnuson]  is 
absent  because  of  illness  and  that  the 
Senator  from  Virginia  [Mr.  Byrd]  is 
absent  because  of  illness  in  his  family. 

Mr.  KUCHEL.  I  announce  that  the 
Senator  from  Maryland  [Mr.  Butler]  is 
absent  on  official  business  for  the  Com¬ 
mittee  of  Interstate  and  Foreign  Com¬ 
merce. 

The  Senator  from  Kentucky  [Mr. 
Cooper]  is  absent  on  official  business. 

The  PRESIDING  OFFICER.  A  quo¬ 
rum  is  present. 


AMENDMENT  OF  REORGANIZATION 
PLAN  NO.  2  OF  1953 

The  Senate  resumed  the  consideration 
of  the  bill  (S.  144)  to  amend  Reorganiza¬ 
tion  Plan  No.  2  of  1953. 

Mr.  CAPEHART.  Mr.  President,  I  am 
opposed  to  Senate  bill  144,  on  which  I 
filed  minority  views.  I  do  not  wish  to 
speak  for  the  majority  leader  or  the  mi¬ 
nority  leader,  but  it  is  my  understanding 
that  only  three  or  four  Senators  may 
wish  to  speak  for  perhaps  3  or  4  min- 
utes,  and  that  after  they  have  concluded 
their  remarks  the  Senate  will  vote  on  the 
substitute  offered  by  the  Senator  from 
Nebraska  [Mr.  Curtis]. 

The  substitute,  of  course,  would  make 
REA  an  independent  agency.  That 
would  be  much  better  than  the  situation 
which  would  result  under  Senate  bill  144. 
I  am  a  member  of  the  Committee  on 
Government  Operations.  The  able  Sen¬ 
ator  now  presiding  [Mr.  Lausche]  and  I 
listened  to  all  the  testimony  a  year  ago. 

Senate  bill  144  is  nothing  more  than 
what  might  be  termed  spite  legislation. 
There  is  absolutely  no  more  need  for 
Senate  bill  144  than  there  is  for  my  hav¬ 
ing  a  third  leg.  Every  person  who  testi¬ 
fied  before  the  committee,  even  those 
who  were  in  favor  of  Senate  bill  144,  tes¬ 
tified  that  the  present  administration  of 
REA  under  Secretary  Benson  and  Mr. 
Hamil  had  been  100-percent  perfect; 
that  they  had  never  had  an  application 
for  a  loan  rejected;  that  there  never  had 
been  any  delay  in  the  granting  of  loans ; 
that  the  operation  of  the  agency,  so  far 
as  they  were  concerned,  had  been  excel¬ 
lent.  The  only  reason  the  witnesses  gave 
for  wanting  to  change  the  procedure  was 
that  they  were  afraid  of  what  might 
happen  in  the  future.  That  is  the  only 
reason  they  gave  in  their  testimony  for 
wishing  to  change  the  present  act. 

I  call  attention  to  the  committee  re¬ 
port,  at  page  11.  REA  has  been  in  ex¬ 
istence  for  24  years.  In  the  6  years  in 
which  it  has  been  operated  by  Mr.  Ben¬ 
son  and  Mr.  Hamil  half  as  many  loans 
were  made  as  were  made  during  the  two 
previous  administrations.  I  am  not 
criticizing  the  previous  administration. 
During  the  past  6  years  half  as  many 
loans  were  made  as  were  made  in  the 
previous  18  years.  There  is  nothing  in 
the  record  anywhere  which  indicates 
that  the  Department  of  Agriculture  has 
not  been  cooperating  with  REA.  In  fact, 
the  record  is  just  the  opposite.  For  ex¬ 
ample,  the  record  shows  the  total  new 
loan  funds  appropriated  amount  to 
$1,545  million  during  the  6-year  admin¬ 
istration  of  Benson  and  Hamil;  and 
$2,954  million  during  the  previous  18 
years  under  the  former  administrations. 

The  record  shows,  for  gross  loans 
made,  under  Benson  and  Hamil,  $1,227 
million;  during  the  18  years  from  1935 
to  1953,  under  previous  administrations, 
$2,619  million. 

For  loans  for  generation  and  trans¬ 
mission  facilities — and  this  is  the  item 
to  which  I  wish  to  call  particular  atten¬ 
tion,  because  it  is  the  one  about  which 
some  persons  have  expressed  fear,  appre¬ 
hending  that  they  will  not  get  loans — 
under  Benson  and  Hamil,  for  6  years, 
$400  million;  during  the  previous  18 
years,  the  amount  was  $469  million.  I 
could  continue  to  recite  additional  facts. 
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However,  no  showing  has  been  made  to 
indicate  that  we  should  deny  the  Secre¬ 
tary  of  Agriculture  the  right  to  veto 
loans. 

I  ask  Senators  to  believe  me  when  I 
say  that  the  whole  purpose  of  the  pro¬ 
posed  legislation  contained  in  S.  144  is 
to  embarrass  Secretary  Benson  and  the 
Department  of  Agriculture.  There  will 
be  other  Secretaries  of  Agriculture. 
Secretary  Benson  will  not  be  in  office 
forever. 

The  substitute  offered  by  the  able  Sen¬ 
ator  from  Nebraska  [Mr.  Curtis]  calls 
for  establishing  REA  as  an  independent 
agency.  That  would  be  a  great  deal  bet¬ 
ter  than  to  take  authority  away  from 
the  Secretary  of  Agriculture.  Under  S. 
144  the  REA  remains  in  the  Department 
of  Agriculture,  the  moneys  for  it  are  ap¬ 
propriated  to  the  Secretary  of  Agricul¬ 
ture,  and  he  has  the  responsibility  for 
them,  but  he  has  absolutely  nothing  to 
say  about  the  loans. 

If  we  adopt  the  substitute  and  make 
REA  an  independent  agency,  we  will 
be  where  we  were  when  the  agency  was 
first  established.  President  Roosevelt, 
after  it  had  operated  4  years  as  an 
independent  agency,  put  it  in  the  De¬ 
partment  of  Agriculture.  It  has  been 
there  ever  since.  The  Department  of 
Agriculture  has  done  well  with  it.  We 
should  not  be  taking  up  the  time  of  the 
Senate  debating  a  proposal  such  as  Sen¬ 
ate  bill  144.  It  is  not  needed.  As  I  said 
a  minute  ago,  it  would  be  100  percent 
spite  legislation.  Not  one  good  reason 
has  been  advanced  to  support  the  enact¬ 
ment  of  such  legislation. 

Therefore,  Mr.  President,  after  a  vote 
has  been  taken  on  the  substitute  pro¬ 
posed  by  the  Senator  from  Nebraska,  I 
shall  make  a  motion  to  recommit  the 
bill  to  the  Committee  on  Government 
Operations  for  further  study.  I  do  not 
believe  the  Senate  is  ready  to  act  upon 
this  measure.  I  do  not  believe  we  can 
foresee  what  the  consequences  of  the 
proposed  action  would  be.  If  we  are  to 
do  anything,  we  should  make  REA  an  in¬ 
dependent  agency.  If  we  pass  S.  144,  no 
one  will  know  who  has  the  authority, 
whether  it  be  the  Director  of  REA  or  the 
Secretary  of  Agriculture.  After  the  vote 
is  taken  on  the  substitute,  I  shall  make  a 
motion  to  recommit  the  bill. 

Mr.  AIKEN.  Mr.  President,  has  the 
motion  to  recommit  been  made? 

Mr.  CAPEHART.  No;  I  shall  make 
it  after  the  vote  is  had  on  the  sub¬ 
stitute. 

Mr.  AIKEN.  Mr.  President,  I  know 
that  there  are  not  many  Members  of  the 
Senate  who  have  supported  the  REA 
program  longer  and  more  earnestly 
than  I  have.  I  yield  to  no  one  in  the 
support  of  the  program  at  the  present 
time.  If  I  thought  either  of  the  pro¬ 
posals  now  before  the  Senate  would  im¬ 
prove  the  REA  program,  I  would  cer¬ 
tainly  support  the  one  which  I  thought 
would  advance  its  work  the  best. 

I  do  not  agree  with  some  of  the  rec¬ 
ommendations  made  by  the  administra¬ 
tion  relating  to  the  work  of  the  Rural 
Electrification  Administration.  I  do  not 
believe  that  this  is  the  time  to  raise  the 
interest  rates.  After  all,  if  there  is  a 
subsidy  involved  in  the  low  rate  of  in¬ 
terest  at  which  money  is  loaned  to  REA 


cooperatives,  that  amount  is  small  in 
comparison  with  the  subsidies  which 
were  paid  to  corporate  utilities  through 
the  rapid  writeoff  of  a  few  years  ago. 

I  do  not  agree  that  we  should  cut  out 
loans  for  generating  and  transmission 
facilities  for  rural  cooperatives.  I  do 
not  agree  with  the  Comptroller  Gen¬ 
eral’s  ruling,  issued  last  fall,  to  the  effect 
that  the  rural  electrification  program 
cannot  serve  any  rural  resident  who 
lives  within  an  area  which  is  served 
by  any  other  utility. 

I  do  not  believe  that  now  is  the  time 
to  force  REA  cooperatives  to  go  to  banks 
to  borrow  money  at  a  high  rate  of  inter¬ 
est,  and  at  a  time  when  the  interest  rate 
is  going  higher  every  day.  The  work 
of  a  large  percentage  of  the  rural 
cooperatives  is  not  completed.  It  must 
be  completed  before  we  begin  to  think 
in  terms  of  high  interest  rates  or  of 
eliminating  Government  loans  alto¬ 
gether. 

The  REA  program  has  done  tremen¬ 
dous  good.  It  has  resulted  in  the  de¬ 
velopment  of  sparsely  settled  areas,  and 
in  the  introduction  of  small  industries, 
the  building  of  homes,  and  the  improve¬ 
ment  of  farms  in  those  areas.  I  cannot 
say  too  much  for  the  good  work  which 
has  been  done.  I  will  support  the  REA 
program  to  the  best  of  my  ability. 

If  I  thought  that  either  of  the  pro¬ 
posals  now  before  the  Senate  would  im¬ 
prove  the  work  of  the  REA,  I  would  be 
advocating  them.  However,  we  should 
not  want  to  build  up  additional  in¬ 
dependent  agencies  in  our  Government. 
We  went  through  that  back  in  the 
1930’s,  when  a  great  many  independent 
agencies  were  established.  When  the 
first  Hoover  Commission  was  created  in 
1947,  there  were  65  such  independent 
agencies.  That  did  not  make  for  good 
government.  The  Hoover  Commission 
recommended  the  elimination  of  a  great 
many  of  them.  The  number  has  now., 
been  reduced  from  65  to  40.  I  do  not 
want  to  start  in  the  other  direction  at 
this  time,  because  to  do  so  would  not  be 
conducive  to  good  government. 

In  a  report  to  the  81st  Congress,  re¬ 
lating  to  a  study  of  the  Department  of 
Agriculture,  the  Hoover  Commission 
said: 

We  have  urged  in  our  first  report  that  the 
foundation  of  good  departmental  adminis¬ 
tration  is  that  the  Secretary  shall  have  au¬ 
thority  from  the  Congress  to  organize  and 
control  his  organization,  and  that  separate 
authorities  to  his  subordinates  be  eliminated. 

That  recommendation  was  approved 
by  Congress. 

The  concluding  report  of  the  Hoover 
Commission  to  the  same  Congress  stated ; 

Once  the  practice  of  exempting  certain 
agencies  and  excepting  particular  functions 
has  begun,  the  chance  of  achieving  substan¬ 
tial  improvements  in  the  efficiency  of  the 
Government  will  speedily  diminish. 

Although  Congress  accepted  those 
recommendations  of  the  Hoover  reports, 
both  the  proposals  now  before  the  Sen¬ 
ate  would  tend  to  start  a  movement  the 
other  way,  a  movement  toward  poorer 
and  less  efficient  government  than  we 
now  have. 

Senate  bill  144  takes  from  the  Secre¬ 
tary  of  Agriculture  only  the  right  to  ap¬ 


prove  loans.  It  leaves  the  control  over 
all  the  rest  of  the  REA  in  his  hands. 
The  Secretary  of  Agriculture,  as  I  under¬ 
stand  the  REA  law,  is  the  only  one  who 
can  get  money  td  make  the  loans.  Yet 
the  proposal  would  take  the  disposition 
of  the  money  out  of  his  hands  and  place 
it  in  the  hands  of  a  subordinate  official. 

The  bill  appears  to  be  aimed  at  Secre¬ 
tary  Benson.  I  have  disagreed  with  him 
frequently,  even  vigorously  at  times;  but 
I  do  not  like  to  have  legislation  directed 
at  one  person.  I  do  not  expect  that  he 
will  be  Secretary  of  Agriculture  forever. 
I  do  not  believe  we  should  legislate  now 
to  eliminate  a  legitimate  and  proper 
function  of  the  Secretary  of  Agriculture 
simply  because  some  Senators  do  not 
happen  to  like  the  present  occupant  of 
that  Office. 

Furthermore,  so  far  as  I  know,  the 
present  Secretary  of  Agriculture  has 
not  denied  or  vetoed  any  worthy  loan 
which  has  proposed  by  the  Rural  Elec¬ 
trification  Administrator.  This  proposal 
will  not  help.  I  have  been  tempted  to 
vote  for  it  as  an  antidote  for  the  vigorous 
and  vicious  attacks  which  are  being  made 
upon  the  REA  program;  but  I  do  not 
believe  I  would  be  doing  anyone  any 
good  by  voting  in  that  way  simply  to  get 
even  with  someone  else. 

I  believe  we  had  better  leave  the  law 
and  the  program  as  they  now  are.  I 
shall  oppose  any  attempts  on  the  part 
of  the  administration  to  make  things 
more  difficult  for  the  REA  program  to 
carry  on;  but  I  shall  support  the  ad¬ 
ministration — and  I  believe  it  is  the  ad¬ 
ministration’s  position — in  not  wanting 
to  have  these  proposals  adopted,  because 
in  this  case  the  administration  is  right. 

The  only  way  we  can  and  should  vote 
is  to  vote  for  what  we  think  is  right, 
regardless  of  whether  we  like  or  dislike 
the  supporters  or  the  opponents  of  a  cer¬ 
tain  measure. 

Mr.  KUCHEL.  Mr.  President,  will  the 
Senator  yield? 

Mr.  AIKEN.  I  yield. 

Mr.  KUCHEL.  As  always,  the  views 
of  the  distinguished  Senator  from  Ver¬ 
mont  are  most  persuasive.  Am  I  to  un¬ 
derstand  the  Senator  to  indicate  that  if 
Senate  bill  144  were  passed,  the  control 
of  the  funds  which  might  thereafter  be 
used  for  loans  would  remain  in  the  Sec¬ 
retary  of  Agriculture,  so  that  there 
would  be  some  hiatus? 

Mr.  AIKEN.  The  bill  reads  as  fol¬ 
lows: 

That  the  functions  and  activities  of  the 
Rural  Electrification  Administration  and  the 
Administrator  of  the  Rural  Electrification 
Administration  which  were  transferred  to 
the  Department  of  Agriculture  and  to  the 
Secretary  of  Agriculture  by  Reorganization 
Plan  No.  II  of  1939  and  Reorganization  Plan 
No.  2  of  1953  are  hereby  transferred  to  the 
Administrator  of  the  Rural  Electrification 
Administration,  and  shall  be  exercised  and 
administered  within  the  Department  of 
Agriculture  by  such  Administrator  under 
the  general  direction  and  supervision  of  the 
Secretary  of  Agriculture;  except  that  insofar 
as  such  functions  relate  to  the  approval  or 
disapproval  of  loans  authorized  to  be  made 
under  the  Rural  Electrification  Act  of  1936, 
as  amended,  their  exercise  by  the  Admin¬ 
istrator  shall  not  be  subject  to  the  super¬ 
vision  or  direction  of,  or  to  any  other  con¬ 
trol  by,  the  Secretary'  of  Agriculture. 
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The  Secretary  of  Agriculture  is  re¬ 
quired  under  the  law  to  get  the  money; 
but  once  he  gets  it,  the  bill  would  give 
a  subordinate  official  the  full  and  final 
authority  over  the  lending  of  it.  That 
would  not  be  in  accord  with  the  thesis 
of  good  government  which  requires  some 
kind  of  control  from  the  top  down 
through  subordinate  agencies. 

Mr.  KUCHEL.  I  thank  the  Senator 
from  Vermont. 

Mr.  CURTIS.  Mr.  President,  will  the 
Senator  yield? 

Mr.  AIKEN.  I  yield. 

Mr.  CURTIS.  Under  existing  law,  the 
Secretary  of  Agriculture  can  borrow  from 
the  Secretary  of  the  Treasury  such 
amount  as  he  thinks  necessary.  Is  not 
that  correct? 

Mr.  AIKEN.  That  is  as  I  understand. 

Mr.  CURTIS.  He  could  reduce  the 
amount,  or  he  could  enlarge  it. 

Mr.  AIKEN.  That  is  correct. 

Mr.  CURTIS.  That  makes  the  Hum¬ 
phrey  proposal  meaningless,  because  if 
at  a  future  time — 5  years  or  10  years  from 
now — there  were  a  Secretary  of  Agricul¬ 
ture  and  an  REA  Administrator  who  were 
not  getting  along,  who  were  following 
divergent  policies,  even  though  the  REA 
Administrator  had  the  power  of  final  ap¬ 
proval  of  the  making  of  a  loan  to  a  local 
REA,  the  Secretary  of  Agriculture  could 
withhold  a  request  to  the  Secretary  of 
the  Treasury  for  the  amount  of  the  loan 
or  a  part  of  the  amount. 

Mr.  AIKEN.  The  Secretary,  in  effect, 
would  have  full  control  over  the  making 
of  the  loan,  simply  by  refusing  to  furnish 
the  money  with  which  the  Administrator 
could  make  the  loan.  Therefore,  I  think 
this  arrangement  would  be  an  idle 
gesture. 

Although  I  have  disagreed  frequently 
with  the  policies  of  the  Secretary  of  Agri¬ 
culture,  I  do  not  feel  we  should  take  a 
gratuitous  slap  at  him  in  this  matter, 
because  he  has  not  so  far  denied,  and  I 
do  not  think  he  would  in  the  future 
deny — I  hope  he  would  not,  anyway — any 
legitimate  request  from  REA  coopera¬ 
tives  for  funds.  In  fact,  it  has  been 
pointed  out  that  the  loans  which  have 
been  made  in  the  6  years  from  1952  to 
1958  have  amounted  to  $1,227  million, 
while  in  the  previous  18  years  loans  were 
made  amounting  to  $2,619  million. 

Mr.  President,  I  know  it  is  said  that 
the  Secretary  is  going  to  do  some  harm 
to  the  REA.  However,  the  fact  remains 
that  he  has  not  yet  done  such  a  thing. 
The  fact  also  remains  that  even  if  Senate 
bill  144  were  enacted,  if  he  were  minded 
to  do  harm  to  the  REA,  he  still  would 
have  authority  to  do  so. 

Mr.  LAUSCHE.  Mr.  President,  I  was  a 
member  of  the  Government  Operations 
Committee  which  took  testimony  on  this 
bill.  I  attended  practically  every  meet¬ 
ing  of  the  committee.  An  examination 
of  the  testimony  there  taken  will  disclose 
that  the  record  of  the  hearings  does  not 
contain  a  single  piece  of  competent, 
tangible  evidence  to  show  that  a  single 
application  for  an  REA  loan  was  ever 
delayed  or  rejected  under  the  present 
method  of  administering  the  loans. 

There  was  discusion  about  a  Hoosier 
application,  in  Indiana.  But  when  in¬ 
quiry  was  made  into  the  application  for 


the  Hoosier  loan,  the  testimony  disclosed 
that  that  cooperative  was  promised  that 
an  aluminum  company  would  build  an  $8 
million  plant  in  Indiana.  Based  upon 
that  commitment,  the  application  for  a 
loan  was  made.  The  application  was 
being  considered  and  procesed  when  the 
cooperative  in  Indiana  learned  that  the 
aluminum  company  was  not  going  to 
build  the  plant  there.  When  that  fact 
was  established,  of  course,  the  validity 
for  the  loan  came  to  an  end. 

I  have  tried  to  determine  the  reasons 
for  asking  that  the  administration  of  this 
function  of  Government  be  taken  from 
the  Department  of  Agriculture  and  be 
placed  in  the  centralized  authority  of  the 
Administrator  of  the  Rural  Electrifica¬ 
tion  Administration.  If  the  record  is  ex¬ 
amined,  it  will  show  that  three  reasons 
were  given : 

First,  dissatisfaction  with  the  farm 
policy  of  Mr.  Benson. 

Second,  dissatisfaction  with  the  posi¬ 
tion  the  administration  took  on  the  Hells 
Canyon  project. 

Third,  dissatisfaction  with  the  pro¬ 
posal  of  the  administration  that  the 
Government  collect  on  its  loans  interest 
equal  to  that  which  it  has  to  pay  on 
whatever  it  borrows. 

Those  are  the  three  reasons  which 
were  stated,  in  asking  that  the  adminis¬ 
tration  of  this  function  be  taken  from 
the  Department  of  Agriculture  and  be 
given  to  a  separate  agency. 

Mr.  President,  I  believe  in  centralized 
control.  I  think  the  Hoover  Commis¬ 
sion  recommended  it.  And  I  believe 
commonsense  dictates  that  there  cannot 
not  be  two  heads  on  one  body  and  that  it 
is  not  wise  to  attempt  to  have  four  hands 
hold  the  reins  of  one  horse. 

For  that  reason,  in  1936  and  in  1953 
the  administration  of  this  agency  was 
placed  in  one  man. 

In  conclusion,  let  me  say  this  effort  is 
one  to  reorganize  the  Government  to 
suit  the  whims  and  the  desires  of  par¬ 
ticular  sponsors  and  groups  at  a  particu¬ 
lar  time.  My  experience  has  been  that 
whenever  one  tries  to  reorganize  the 
Government  to  suit  himself  he  gets  into 
trouble. 

If  Mr.  Benson  is  not  acceptable  now, 
there  will  be — probably  2  years  from 
now — someone  other  than  Mr.  Benson 
in  the  administration.  Will  it  be  proper 
then,  for  those  who  believe  that  the  one 
who  now  is  under  the  control  of  Mr. 
Benson  is  not  administering  these  mat¬ 
ters  in  the  way  they  want  them  adminis¬ 
tered,  to  come  to  the  Congress  and  say 
to  the  Congress,  “Reorganize  the  Gov¬ 
ernment  to  suit  our  convenience”? 

Mr.  President,  I  have  watched  that 
game  played  in  politics.  I  have  seen 
political  parties  in  Ohio  change  the  rules 
of  the  game,  thinking  that  the  change 
would  gain  them  privilege.  But  it  never 
works  out  that  way ;  there  comes  a  reac¬ 
tion  to  such  a  proceeding ;  there  comes  a 
day  for  the  payment  of  compensation. 

In  substance,  this  bill  contemplates  re¬ 
organizing  the  Government  to  suit  the 
whims  and  caprices  of  some  who  are  not 
satisfied  with  what  is  being  done  by  a 
particular  person  in  the  administration. 

Mr.  HUMPHREY.  Mr.  President,  I 
cannot  let  the  recent  statements  go  un- 
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challenged,  because  the  purpose  of  the 
bill  is  not  to  reorganize  at  the  whim  of 
someone.  Instead,  the  purpose  is  to  re¬ 
organize  on  the  basis  of  what  was  the 
organization  for  14  happy  and  successful 
years. 

There  is  an  expressed  desire  on  the 
part  of  a  large  number  of  Members  of 
the  Senate  for  an  independent  agency 
for  rural  electrification.  There  is  a 
greater  expressed  desire  for  no  political 
control  over  the  making  of  the  loans,  be¬ 
cause  the  making  of  the  loans  is  the 
very  heart  and  substance  of  the  REA 
program. 

There  are  those  of  us  who  believe  that 
the  proliferation  of  independent  agen¬ 
cies  is  not  a  desirable  development  in  a 
great  government  such  as  ours.  For 
years  there  has  been  an  attempt  to  co¬ 
ordinate  and  consolidate  agencies,  rath¬ 
er  than  to  have  a  proliferation  or  exten¬ 
sion  of  them. 

Therefore,  Senate  bill  144  is  designed 
to  do  the  following :  To  maintain  within 
the  Department  of  Agriculture  an  agen¬ 
cy  which  not  only  is  interested  in  kilo¬ 
watts  and  loans,  but  also  in  the  needs  of 
the  people  of  rural  America.  The  bill 
concerns  itself  with  the  Rural  Electrifi¬ 
cation  Administration.  Such  a  deci¬ 
sion — as  is  well-known  by  the  distin¬ 
guished  Presiding  Officer  [Mr.  Hartke], 
because  he  himself  has  given  great  at¬ 
tention  to  this  matter — was  made  back 
in  the  193 0’s,  when  the  REA  was  getting 
its  start.  In  1939  it  was  incorporated 
in  the  Department  of  Agriculture,  so  it 
could  become  a  fundamental  part  of  the 
overall  agricultural  and  social  policy  of 
the  Nation.  That  worked  well  from  1939 
to  1953. 

I  remind  the  Senate  that  in  1952  a 
reorganization  plan  was  presented,  by 
the  then  Truman  administration,  to  give 
the  same  authority  that  the  reorganiza¬ 
tion  plan  pf  1953  gave.  The  Senate  in  its 
wisdom  rejected  the  reorganization  plan 
of  1952. 

In  1953  the  Senate,  in  what  I  believe  to 
have  been  an  unfortunate  judgment,  did 
not  reject  the  reorganization  plan  of 
1953. 

I  say  most  kindly  and  most  respect¬ 
fully  that  if  anyone  changed  the  rules, 
they  were  changed  in  1953.  It  is  not 
proposed  that  they  be  changed  now. 
Our  attempt  is  to  reestablish  at  this 
time  the  rule  that  a  presidentially  ap¬ 
pointed  administrator — namely,  the 
REA  Administrator,  who  serves  for  10 
years,  on  a  nonpartisan  basis,  for  a 
term  longer  than  any  2  terms  of  a  Pres¬ 
ident,  and  surely  longer  than  the  term 
of  a  Secretary  of  Agriculture;  and  the 
Administrator  is  a  presidential  ap¬ 
pointee,  whose  nomination  must  be  con¬ 
firmed  by  the  Senate — shall  not  have 
his  authority  diluted  or  negated  by  an 
appointee  of  the  Secretary  of  Agricul¬ 
ture,  an  appointee  not  nominated  by  the 
President  and  not  confirmed  by  the 
Senate. 

The  existing  situation  is  that  one  Mr. 
Scott — and  I  refer  to  him  by  name,  be¬ 
cause  currently  he  is  the  head  of  the 
Farm  Credit  Services  of  the  Department 
of  Agriculture,  under  the  reorganization 
plan  of  1953 — presently  has  veto  author¬ 
ity  in  the  name  of  the  Secretary  of 
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Agriculture.  Testimony  to  that  effect  is 
to  be  found  in  the  record  of  the  hear¬ 
ings  before  the  Senate  Committee  on 
Government  Operations.  Mr.  Scott — 
and  no  nomination  of  Mr.  Scott  ever 
was  confirmed  by  the  Senate,  and  he  is 
not  a  presidential  appointee,  but,  in¬ 
stead,  he  is  a  political  appointee  of  the 
Secretary  of  Agriculture — can  cast  a 
negative  vote  upon  a  loan  application 
that  an  REA  Administrator  approves. 

The  answer,  of  course,  is  that  this  has 
never  happened.  That  is  true.  The  Sen¬ 
ator  from  Ohio  was  eminently  correct 
when  he  stated  there  were  no  instances 
of  interference  on  the  part  of  the  ap¬ 
pointee  of  the  Secretary.  However,  I 
think  we  should  hear  at  least  from  the 
junior  Senator  from  Indiana  [Mr. 
Hartke],  who  has  made  some  reference 
to  that  particular  situation,  and  it  was 
also  referred  to  by  the  Secretary. 

What  we  are  attempting  to  do  here  is 
to  leave  the  loanmaking  authority  un¬ 
restrained,  unrestricted,  in  the  hands  of 
the  Administrator  appointed  by  the 
President  and  confirmed  by  the  Senate. 

We  are  attempting  to  leave  REA  in  the 
Department  of  Agriculture,  so  its  orien¬ 
tation  will  be  in  agriculture,  so  the  social 
policies  which  affect  agriculture  will  like¬ 
wise  be  somewhat  concerned  with  the 
general  policies  relating  to  REA. 

Our  proposal  is  the  middle  ground. 
Senate  bill  144  is  not  an  extreme  or  radi¬ 
cal  proposal  for  the  establishment  of  an 
independent  agency.  S.  144  is  not  a 
political  fix  of  the  Reorganization  Act 
of  1953.  S.  144  provides  for  a  doctrine 
of  independence  in  loanmaking  policy. 

I  may  say  to  my  economy-minded 
friends  that  it  provides  for  centralized 
purchasing,  centralized  personnel  pro¬ 
cedures,  centralized  travel  procedures, 
which  an  independent  agency  would  not 
follow.  An  independent  agency  would 
require  separate  purchasing,  travel,  au¬ 
diting,  and  bookkeeping  procedures.  We 
preserve  everything  that  needs  to  be  pre¬ 
served  in  the  name  of  policy,  and  at  the 
same  time  permit  economizing  in  terms 
of  administration. 

Mr.  CAPEHART.  Mr.  President,  will 
the  Senator  yield? 

Mr.  HUMPHREY.  I  yield. 

Mr.  CAPEHART.  With  respect  to  Mr. 
Scott,  whose  name  was  mentioned  by 
the  Senator  from  Minnesota,  it  should  be 
said  that  he  is  an  appointee  of  the  Secre¬ 
tary  of  Agriculture.  The  Secretary  of 
Agriculture  appointed  Mr.  Scott  to  coor¬ 
dinate  the  spending  of  money,  not  only 
in  REA,  but  in  all  other  functions  of  the 
Department  of  Agriculture.  He  is  not  a 
special  appointee,  particularly.  What 
the  Senator  from  Minnesota  has  said 
could  also  be  said  about  any  Assistant 
Secretary  of  Agriculture  or  any  other 
employee  of  the  Department,  because 
they  all  report  to  the  Secretary  of  Agri¬ 
culture.  Mr.  Scott  was  simply  an  agent 
of  the  Secretary  of  Agriculture  in  check¬ 
ing  into  REA  matters.  He  checked  into 
many  other  matters.  He  has  no  par¬ 
ticular  authority.  He  cannot  act  upon 
his  own  responsibility  without  consult¬ 
ing  the  Secretary  of  Agriculture.  He  has 
no  particular  authority  except  that 
which  is  given  to  him  by  the  Secretary 
of  Agriculture. 


Any  department  head  or  any  Cabinet 
officer  has  the  right,  if  he  so  wishes,  to 
designate  different  employees  within  his 
organization  to  do  certain  work  and  to 
gather  certain  information  for  him.  He 
can  delegate  authority,  if  he  so  desires. 

1  think  in  this  case  the  Secretary  of  Agri¬ 
culture  did  that.  What  the  Secretary  of 
Agriculture  was  trying  to  do,  as  the  testi¬ 
mony  so  well  proved,  was  to  make  certain 
he  saved  some  money  and  that  there  was 
coordination  in  spending  of  the  money. 
What  occurred  took  place  at  a  time  when 
there  was  an  effort,  which  I  am  sure  is 
still  being  made,  to  balance  the  budget 
and  save  money  wherever  it  could  be 
saved,  without  in  anyway  interfering 
with  the  REA. 

A  moment  ago  I  placed  in  the  Record 
a  statement  that  the  administration  of 
the  Department  under  Mr.  Benson  has 
spent  by  far  more  money  for  REA  each 
year  than  was  ever  spent  by  any  previous 
administration,  and  that  more  loans  were 
made.  There  is  no  testimony  that  REA 
has  been  interfered  with  in  any  way 
whatsoever. 

As  the  able  Senator  from  Minnesota  so 
ably  explained,  the  proposal  would  take 
away  from  the  Secretary  of  Agriculture 
the  right  to  veto  loans. 

Mr.  HUMPHREY.  That  is  correct. 

Mr.  CAPEHART.  Yet,  as  has  been 
pointed  out,  money  is  appropriated  di¬ 
rectly  to  him.  Only  he  can  borrow 
money  from  the  Treasury.  He  has  to 
sign  the  notes.  Yet  when  he  gets  the 
money,  it  is  proposed  that  he  have  abso¬ 
lutely  no  authority  over  its  disposition. 

Nobody  is  trying  to  hurt  the  REA.  But 
if  any  one  should  want  to  hurt  the  REA, 
all  he  would  have  to  do  would  be  to  put 
the  proposed  reorganization  into  effect. 
In  that  event  he  could  easily  interfere 
with  its  functions,  if  the  Director  of  the 
REA  should  refuse  to  cooperate.  The 
Secretary  of  Agriculture  could  say,  “I 
will  not  sign  any  notes  for  the  Treasury, 
and  I  will  not  get  any  money  from  the 
Treasury  for  this  purpose.”  Then  the 
Director  of  the  REA  would  be  helpless. 
As  I  have  said  before,  all  that  is  being 
proposed  here  is  a  piece  of  spite  legisla¬ 
tion. 

Mr.  HUMPHREY.  I  say,  most  re¬ 
spectfully  that  this  is  not  spite  legisla¬ 
tion.  No  one  is  accusing  Mr.  Benson,  Mr. 
Scott,  or  Mr.  Hamil  of  a  single  thing. 
As  a  matter  of  fact,  the  report  of  the 
committee  is  respectful  in  eveiy  way.  I 
think  it  is  wrong  to  try  to  insinuate  that 
there  is  an  attempt  made  to  punish  some¬ 
one.  The  truth  is  that  when  Mr.  Benson 
testified  about  Reorganization  Plan  No. 

2  he  said  to  the  Senate  Committee  on 
Government  Operations — and  it  was 
made  a  matter  of  record  in  the  debate  at 
the  time  of  the  consideration  of  Reor¬ 
ganization  Plan  No.  2  of  1953 — that  if 
there  were  any  major  change  in  the  ad¬ 
ministrative  establishment  or  structure 
of  Rural  Electrication  Administration  he 
would  personally  tell  the  proper  com¬ 
mittees  of  Congress  in  advance.  That 
was  never  done.  That  word  has  never 
come.  It  is  a  matter  of  uncontested  fact. 
The  truth  is  the  Secretary  not  only  did 
not  tell  us,  but  after  the  change  was 
made  we  were  unable  to  get  him  to  tes- 


April  8 

tify  before  the  committee  until  the  Con¬ 
gress  had  already  adjourned. 

The  senior  Senator  from  Indiana  was 
quite  right  in  saying  that  all  we  seek  to 
do  is  merely  to  leave  the  loan-making 
authority,  a  function  which  was  designed 
in  the  original  act  to  be  an  independent 
one,  not  subject  to  political  control.  After 
all,  that  is  why  there  is  a  10-year  term  for 
an  REA  Administrator.  The  term  of  the 
Administrator  is  not  commensurate  with 
or  equal  to  that  of  the  Secretary  or  the 
President.  The  program  is  supposed  to 
be  one  operated  without  political  bias  or 
political  interference.  The  record  re¬ 
veals  that  the  Director  of  Agricultural 
Credit  Services — whether  his  name  is 
Smith,  Jones,  or  Scott,  whatever  his 
name  is — has,  in  the  name  of  the  Secre¬ 
tary,  authority  to  either  approve  or  dis¬ 
approve  an  REA  loan. 

Mr.  HARTKE.  Mr.  President,  will 
the  Senator  yield? 

Mr.  HUMPHREY.  I  yield  to  the  jun¬ 
ior  Senator  from  Indiana. 

Mr.  HARTKE.  I  thank  the  Senator 
for  his  tireless  efforts  in  behalf  of  the 
REA.  With  all  due  respect  to  my  senior 
colleague  from  Indiana  [Mr.  CapehartJ 
and  also  the  Senator  from  Ohio  [Mr. 
Lausche]  I  think  the  facts  concerning 
the  REA  in  Indiana  should  be  made 
known.  The  truth  of  the  matter  is  that 
somebody  tried  to  change  the  rules  in 
the  middle  of  the  game.  They  were 
attempted  to  be  changed  for  political 
reasons  in  the  State  of  Indiana.  That 
is  exactly  why  this  particular  bill  should 
be  passed. 

The  truth  of  the  matter  is  that  the 
loan  was  on  file  and  then  the  Public 
Service  Commission,  in  an  unprece¬ 
dented  effort  to  stop  this  loan  on  behalf 
of  certain  interests  who  wanted  to 
cripple  the  REA,  made  an  administrative 
change  and  lobbyed  against  the  people 
of  their  own  State.  They  practically 
put  a  veto  power  of  their  own  on  this 
application.  After  there  was  a  possi¬ 
bility  that  the  courts  might  not  uphold 
that  decision,  they  came  to  the  REA 
Administrator  and  the  Secretary  of 
Agriculture  in  Washington,  D.C.  The 
loan  would  have  been  approved  and 
made  if  there  had  been  a  nonpolitical 
effort. 

This  did  not  involve  a  question  of 
politics  for  the  people  who  were  seeking 
help.  All  they  wanted  to  do  was  to  go 
ahead  with  their  program. 

Years  ago,  before  the  REA  program 
began  to  take  shape,  there  was  less  than 
12  percent  electrification  in  Indiana. 
Today  it  is  more  than  99  V2  percent. 

Four  of  the  seven  agencies  which 
have  repaid  their  loans,  in  the  entire 
United  States  of  America,  are  located 
in  the  State  of  Indiana.  The  first  REA 
electric  pole  was  set  in  the  State  of 
Indiana.  The  Boone  County  REA  pro¬ 
gram  paid  its  loan  first.  Everyone  of 
the  REA  programs  in  the  State  of  In¬ 
diana  has  either  paid  its  loan  on  time 
or  ahead  of  time. 

I  do  not  see  how  in  good  conscience 
anybody  could  ever  favor  not  returning 
to  a  program  which  was  so  successful 
for  14  years,  with  nonpolitical  interfer¬ 
ence — no  interference  from  Democrats 
or  Republicans  or  from  any  subversive 
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element.'  The  purpose  of  the  program  is 
simply  to  give  the  people  electricity, 

I  come  from  a  town  which  had  a  prob¬ 
lem  as  to  electricity.  I  did  not  see  elec¬ 
tricity  in  my  home  until  I  was  10  years 
old.  I  remember  the  coal  oil  light.  I 
remember  the  Aladdin  lamp.  I  remem¬ 
ber  when  electricity  was  put  in  my  home. 
I  for  one  appreciate  what  the  REA  has 
done  for  the  rural  folk. 

For  14  years  the  program  worked  very 
well.  Then  the  organization  was 
changed,  although  the  representation 
was  made  that  there  would  not  be  a 
change  in  the  administrative  procedure 
or,  if  there  were  a  change,  the  Secretary 
in  good  grace  would  inform  Congress 
about  it. 

When  I  became  a  Member  of  the 
United  States  Senate,  I  went  to  the 
Senator  from  Minnesota  [Mr.  Hum¬ 
phrey]  and  said  to  him,  “I  am  deeply 
moved;  I  want  to  join  in  the  effort  and 
in  the  attempt  to  take  politics  from  the 
REA  program  and  to  place  the  program 
back  in  the  hands  of  a  nonpolitical  ad¬ 
ministrator.  I  do  not  want  to  permit  it 
to  be  placed  in  the  political  realm.” 

The  situation  was  so  bad  during  the 
last  political  campaign  that  the  Gover¬ 
nor,  who  was  my  opponent,  reversed  his 
position  at  the  end  of  the  campaign, 
when  the  public  pressure  became  great 
and  it  was  shown  that  he  was  attempting 
to  put  the  REA  into  politics,  although  no 
one  wanted  that  done. 

Mr.  CAPEHART.  Mr.  President,  will 
the  Senator  from  Minnesota  yield? 

Mr.  HUMPHREY.  I  yield  to  the  sen¬ 
ior  Senator  from  Indiana,  because  I  am 
sure  there  must  be  some  rejoinder  he  de¬ 
sires  to  make. 

Mr.  CAPEHART.  Mr.  President,  I 
have  been  a  member  of  the  committee 
for  some  time,  and  I  have  been  a  Mem¬ 
ber  of  the  Senate  for  15  years.  What 
my  able  colleague  said  about  the  position 
certain  persons  in  the  State  of  Indiana 
took  is  correct,  but  I  wish  to  say  as  a 
matter  of  record  that  there  is  no  con¬ 
nection  between  the  reorganization  pro¬ 
posal  we  are  considering  at  the  moment 
and  the  so-called  Indiana  loan. 

The  Administrator  and  the  Secretary 
of  Agriculture  considered  the  Indiana 
loan.  The  loan  application  was  filed. 
There  was  no  evidence  that  anyone  did 
anything  other  than  to  follow  the  law 
and  to  handle  the  loan  the  same  as  all 
other  loans  were  handled.  There  is  no 
connection  at  all  between  the  proposed 
legislation  and  that  particular  loan. 

We  talk  about  taking  this  matter  out 
of  politics,  but  the  President  of  the 
United  States  appoints  the  REA  Admin¬ 
istrator.  The  President  also  appoints 
the  Secretary  of  Agriculture.  Under 
those  circumstances  we  cannot  take  this 
matter  out  of  politics,  because  the  Presi¬ 
dent  appoints  those  men.  We  could  not 
take  the  matter  out  of  politics  by  enact¬ 
ing  this  particular  piece  of  proposed  leg¬ 
islation.  Would  we  get  it  out  of  politics 
by  voting  against  the  proposal?  I  do 
not  believe  so,  because  the  matter  is  in 
politics,  since  the  President  appoints 
these  men. 

I  think  In  all  fairness  we  should  say 
we  would  come  as  near  to  obtaining  the 


Indiana  loan  if  we  should  leave  the  law 
exactly  as  it  is  as  we  would  by  adopting 
a  reorganization  proposal,  because  there 
is  no  real  connection  between  the  two 
whatsoever. 

Mr.  LAUSCHE.  Mr.  President,  will  the 
Senator  yield? 

Mr.  HUMPHREY,  I  yield  to  the  Sen¬ 
ator  from  Ohio. 

Mr.  LAUSCHE.  The  junior  Senator 
from  Indiana  is  absolutely  correct  in  his 
description  of  some  arguments  which  oc¬ 
curred  in  Indiana.  The  testimony  dis¬ 
closes  that.  The  testimony  also  discloses 
that  the  administration  of  REA  had  in 
no  way  interfered  with  the  granting  of 
the  loan  and  was  in  no  way  a  participant 
in  what  went  on  in  Indiana.  The  Sen¬ 
ator’s  description  of  what  took  place  is 
accurate,  as  was  stated  by  the  senior 
Senator  from  Indiana  [Mr.  Capehart  1. 

Mr.  HARTKE  and  Mr.  CARROLL  ad¬ 
dressed  the  Chair. 

Mr.  HUMPHREY.  I  shall  yield  first 
to  the  junior  Senator  from  Indiana. 

Mi*.  HARTKE.  I  should  like  to  point 
out  to  my  distinguished  senior  colleague 
from  Indiana  that  we  are  very  happy 
about  the  fact  that  the  President  has 
the  power  of  appointment. 

I  think  there  is  a  fair  distinction  be¬ 
tween  the  Secretary  of  Agriculture,  who 
is  appointed  technically  speaking,  at 
least,  at  the  pleasure  of  the  President, 
and  the  REA  Administrator,  who  is  ap¬ 
pointed  for  a  term  of  10  years.  There  is 
a  considerable  difference  between  the 
two.  All  I  say  is  that  I  think  a  man 
who  is  appointed  for  10  years  can  oper¬ 
ate  in  a  field  in  which  he  can  be  com¬ 
pletely  devoid  of  any  political  pressure 
of  the  moment. 

I  should  like  to  point  out  that  the  In¬ 
diana  loan  is  again  being  proposed  by 
the  REA  people  in  the  State  of  Indiana. 
It  is  now  being  processed.  An  endeavor 
is  now  being  made  to  have  the  loan  proc¬ 
essed  through  the  administration,  and 
it  is  felt  that  political  pressure  is  going 
to  keep  them  from  getting  it.  If  there 
were  no  political  pressure  it  is  felt  there 
would  be  no  doubt  the  loan  would  be 
granted  because,  on  the  surface,  it  is  a 
very  difficult  situation  and  there  is  an 
honest  to  goodness  effort  to  help  the 
people  of  the  State  of  Indiana. 

I  wish  to  say  that  this  is  not  partisan 
politics  in  the  State  of  Indiana,  because 
I  have  had  Republican  after  Repub¬ 
lican  ask  me  to  help  in  this  matter. 
I  refer  to  persons  who  have  been  inter¬ 
ested  in  the  affairs  of  the  State,  and  who 
have  helped  to  nominate  and  to  elect 
Republican  officials,  yet  they  have  come 
to  me  and  asked  me  to  help  release  the 
REA  from  the  control  which  the  present 
political  system  has  upon  it.  They  have 
asked  me  to  help  return  the  REA  pro¬ 
gram  to  a  strictly  nonpartisan  basis. 

Mr.  HUMPHREY.  Mr.  President,  I 
now  yield  to  the  distinguished  Senator 
from  Colorado. 

Mr.  CARROLL.  Before  I  ask  the 
Senator  a  question,  I  wish  to  state  that 
according  to  the  statement  on  page  60 
of  the  printed  hearings,  David  Hamil, 
who  is  a  Republican  from  Colorado,  and 
an  old  friend  of  mine,  who  was  ap¬ 
pointed  REA  Administrator  by  the 


4953 

President,  confirmed  by  the  Senate,  and 
took  office  on  June  26,  1956. 

Mr.  HUMPHREY.  The  Senator  is 
correct. 

Mr.  CARROLL.  I  am  trying  to  nar¬ 
row  this  down  a  bit.  It  seems  to  me 
there  is  a  very  simple  issue  involved,  if 
I  am  correct  in  my  premise. 

When  the  REA  Administrator  took 
office,  what  was  the  policy  with  reference 
to  the  making  of  loans?  What  was  the 
Administrator’s  jurisdiction?  What  was 
his  authority?  What  was  his  discre¬ 
tion? 

Mr.  HUMPHREY.  There  was  com¬ 
plete  discretion  over  the  loans,  because 
the  reorganization  plan  ultimately  went 
into  effect  in  1957.  The  authority  was 
exercised  by  Mr.  Scott. 

Mr.  CARROLL.  The  Senator  from 
Minnesota  in  his  remarks  indicated 
there  was  a  change  in  policy. 

Mr.  HUMPHREY.  Yes. 

Mr.  CARROLL.  What  sort  of  a 
change  in  policy  was  there,  and  when 
did  it  take  place? 

Mr.  HUMPHREY.  I  can  give  my 
recollection. 

Mr.  CARROLL.  State  it  approxi¬ 
mately.  We  do  not  have  to  pin  ourselves 
down  to  exact  dates.  Was  it  subsequent 
to  June  of  1956? 

Mr.  HUMPHREY.  It  was  Jun£-  of 
1957. 

Mr.  CARROLL.  It  was  June  of  1957? 

Mr.  HUMPHREY.  I  was  trying  to 
find  the  exact  citation  in  the  testimony. 
I  am  informed  by  the  staff  counsel  it  was 
June  of  1957. 

Mr.  CARROLL.  What  was  the  change 
in  policy  with  reference  to  the  authority 
and  the  discretion  of  the  REA  Adminis¬ 
trator? 

Mr.  HUMPHREY.  It  was  that  loans 
of  $500,000  or  more  must  have  the  final 
approval  of  the  Secretary  and  that  new 
borrowers  must  have  the  final  approval 
of  the  Secretary. 

Mr.  CARROLL.  Did  the  Congress 
prescribe  that  policy? 

Mr.  HUMPHREY.  It  did  not. 

Mr.  CARROLL.  Who  prescribed  it? 

Mr.  HUMPHREY.  It  was  prescribed 
by  the  Secretary.  It  was  the  view  of 
Members  of  this  body  that  such  a  funda¬ 
mental  change  in  policy  was  a  matter 
which  should  have  been  at  least  dis¬ 
cussed  with  the  appropriate  committees 
of  the  Congress. 

Mr.  CARROLL.  When  was  that 
policy  disclosed  to  the  committees  of  the 
Congress?  When  was  it  first  brought  to 
our  attention? 

Mr.  HUMPHREY.  It  was  never 
brought  to  our  attention.  It  was  finally 
discovered — it  was  never  brought  to  the 
attention  of  Congress  officially. 

Mr.  CARROLL.  Let  me  say  to  the 
Senator  from  Minnesota  that  the  Den¬ 
ver  Post,  which  is  a  Republican,  inde¬ 
pendent  newspaper  at  the  very  time  the 
discussions  and  the  debate  took  place  on 
the  floor  of  the  Senate,  editorialized  and 
published  news  articles  against  the  policy 
established  by  the  Secretary  of  Agricul¬ 
ture,  attempting  to  curb  the  jurisdiction, 
the  authority,  and  the  discretion  of  the 
REA  Administrator. 
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As  I  understand  the  proposal  before 
us,  the  distinguished  Senator  from  Min¬ 
nesota  is  attempting  to  correct  and 
change  that  policy  back  to  its  original 
state 

Mr.  HUMPHREY.  That  is  correct; 
and  to  preserve  unquestioned  the  au¬ 
thority  of  the  Administrator.  There  was 
discussion,  doubt,  and  debate  as  to 
whether  or  not  the  Secretary  of  Agri¬ 
culture,  under  the  Reorganization  Act  of 
1939,  had  veto  authority  if  he  wished 
to  exercise  it.  There  was  a  ruling  to  that 
effect.  Therefore  we  have  made  it 
crystal  clear  in  Senate  bill  144,  the  plan 
which  is  now  before  the  Senate,  that 
the  loan-making  authority  shall  be  en¬ 
tirely  in  the  hands  of  a  presidential  ap¬ 
pointee  whose  nomination  is  confirmed 
by  the  Senate  for  a  10-year  term;  name¬ 
ly,  the  nonpartisan  REA  Administrator. 

Mr.  CARROLL.  Let  me  summarize  by 
asking  this  question;  If  the  pending  bill 
is  passed,  shall  we  be  restoring  the  au¬ 
thority  in  the  REA  Administrator  to  the 
status  which  existed  on  June  26,  1956, 
when  his  nomination  was  confirmed  by 
the  Senate? 

Mr.  HUMPHREY.  We  will  restore  it 
as  it  existed  in  1935  and  1936,  when  REA 
was  established,  when  the  Administra¬ 
tor  had  complete  jurisdiction  over  all  the 
loanmaking  authority. 

I  say,  most  respectfully,  to  the  Senator 
from  Colorado  that  the  loanmaking  au¬ 
thority  was  respected  under  the  Reor¬ 
ganization  act  of  1939,  so  far  as  actual 
usage  was  concerned.  However,  in  terms 
of  the  legal  authority  of  the  Secretary,  if 
he  wished  to  exercise  it,  there  were  hon¬ 
est  differences  as  to  whether  the  Secre¬ 
tary  had  the  authority  to  veto  if  he 
wished  to  do  so,  or  whether  he  was  denied 
the  veto  right. 

We  have  clarified  the  situation  in  our 
bill.  We  say,  first,  that  the  powers  of 
general  supervision,  for  housekeeping 
purposes,  for  accounting  purposes,  for 
budgetary  purposes,  and  for  personnel 
purposes,  rest  in  the  Secretary  of  Agri¬ 
culture  and  the  Department  of  Agricul¬ 
ture;  but  the  power  of  loanmaking, 
which  was  in  the  original  REA  act,  the 
power  to  grant  or  disapprove  loans, 
rests  solely  and  unqualifiedly  in  the 
Administrator. 

Mr.  CARROLL.  Let  me  ask  one  final 
question.  Are  those  who  have  most  to 
do  with  the  rural  electrification  program 
supporting  the  bill?  What  position  do 
the  cooperatives  and  the  farmers  them¬ 
selves  take  with  reference  to  the  pro¬ 
posed  legislation? 

Mr.  HUMPHREY.  They  support  it. 
The  most  recent  conference  of  the  Na¬ 
tional  Rural  Electric  Cooperative  Asso¬ 
ciation,  meeting  at  Washington,  D.C.,  in 
the  month  of  February  1959,  supported 
the  bill  and  the  proposals  before  us  at 
the  present  time. 

Mr.  CARROLL.  I  thank  the  Senator 
from  Minnesota. 

Mr.  LAUSCHE.  Mr.  President,  will 
the  Senator  yield? 

Mi’.  HUMPHREY.  I  yield. 

Mr.  LAUSCHE.  I  am  sure  the  Sen¬ 
ator  from  Minnesota  will  agree  with  what 
I  was  saying  in  trying  to  explain  to  the 
Senator  from  Colorado  the  status  of  the 


law  in  1953.  The  law  enacted  in  1953 
provided  as  follows: 

Section  1.  Transfer  of  functions  to  the 
Secretary:  (a)  Subject  to  the  exceptions 
specified  in  subsection  (b)  of  this  section, 
there  are  hereby  transferred  to  the  Secre¬ 
tary  of  Agriculture  all  functions  not  now 
vested  in  him  of  all  other  officers,  and  of  all 
agencies  and  employees,  of  the  Department 
of  Agriculture. 

That  provision  gave  the  Secretary 
complete  supervision  and  control  over 
the  functions  of  his  entire  Department. 
However,  as  the  Senator  from  Minne¬ 
sota  has  said,  there  was  some  under¬ 
standing  that  if  there  was  to  be  a  change 
in  policy,  some  disclosure  would  be  made 
to  the  committee. 

Mr.  CARROLL.  And  the  Congress 
would  be  notified. 

Mr.  HUMPHREY.  That  is  correct. 

Mr.  LAUSCHE.  But  the  law  is  clear, 
that  the  Secretary  was  vested  with  full 
authority  and  power  at  the  time. 

Mr.  HUMPHREY.  That  is  correct; 
but  the  fact  is  that  none  of  the  authority 
under  tfhe  law  had  been  exercised.  How¬ 
ever,  the  residual  power  existed.  We 
now  propose  to  clarify  the  situation  by 
making  it  clear  that  the  original  REA 
Act,  which  provided  for  an  Administrator 
having  authority  over  loanmaking  func¬ 
tions  shall  be  restored,  and  that  the  ad¬ 
ministration  shall  be  independent  and 
autonomous  within  the  Department. 

Mr.  YARBOROUGH.  Mr.  President, 
will  the  Senator  yield? 

Mr.  HUMPHREY.  I  yield. 

Mr.  YARBOROUGH.  I  commend  the 
distinguished  senior  Senator  from  Min¬ 
nesota  for  his  leadership.  He  is  the 
principal  author  and  the  leader  in  this 
movement  to  protect  the  REA;  I  have 
the  honor  of  being  a  coauthor  of  S.  144 
with  the  distinguished  Senator  from 
Minnesota. 

As  I  pointed  out  in  my  statement  be¬ 
fore  the  committee,  at  the  time  the 
REA  Act  of  1936  was  passed,  only  2.3 
percent  of  the  farms  in  my  State  had 
electric  power;  but  under  the  beneficent 
influence  of  that  act,  at  the  present  time 
more  than  95  percent  of  the  farms  in  my 
State  have  electric  power.  We  have 
more  family-sized,  family-type  farms  in 
my  State  than  there  are  in  any  other 
State  of  the  Union.  There  are  more 
REA  connections  and  users  in  my  State 
than  in  any  other  State. 

The  people  are  vitally  interested  in 
this  question.  In  the  legislative  history 
of  the  Nation  few  acts  have  proved  to  be 
as  beneficial  to  as  many  people,  with  as 
little  cost  to  the  Government,  as  the 
REA  Act.  It  is  one  of  the  most  bene¬ 
ficial  pieces  of  legislation  the  country  has 
ever  seen. 

The  program  worked  well  until  a 
change  was  slipped  over  in  the  re¬ 
organization  bill,  in  a  so-called  efficiency 
reorganization.  Ezra  Taft  Benson,  as 
Secretary  of  Agriculture,  began  to  get 
his  thumb  on  the  neck  of  REA,  as  he 
has  placed  it  on  the  neck  of  practically 
every  other  family-type  operation  in  the 
agricultural  economy. 

Thanks  to  those  who  first  enacted  the 
law,  darkness  has  been  eliminated  from 
farm  life,  and  a  great  deal  of  drudgery 
has  been  lifted  from  the  farm. 
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The  REA  operates  under  the  Lin¬ 
colnian  concept  that  it  is  the  duty  of 
the  Government  to  help  the  people  to 
do  that  which  they  cannot  do  for  them¬ 
selves,  or  cannot  do  as  well. 

The  REA  program  is  good  government. 
The  purpose  of  the  program  shows  how 
good  government  can  be  employed  to 
help  the  American  people  in  their  pur¬ 
suit  of  happiness. 

The  pending  measure  is  designed  to 
protect  the  REA  program  from  those 
who  would,  accidentally  or  intentionally, 
do  violence  to  that  program.  The  pend¬ 
ing  bill,  if  enacted  into  law,  will  make 
certain  that  the  program  cannot  be  cur¬ 
tailed  or  crippled  by  the  Secretary  of 
Agriculture  exercising  authority  un¬ 
wisely. 

As  I  understand,  it  is  proposed  merely 
to  reaffirm  the  statutory  authority  of 
the  Administrator  of  the  REA  to  grant 
REA  loans.  We  shall  now  be  restoring 
to  the  Administrator  the  authority  which 
was  used  by  the  Secretary  of  Agricul¬ 
ture  a  year  ago. 

Mr.  HUMPHREY.  Mr.  President,  I 
wish  to  be  most  fair.  We  are  proposing 
to  reaffirm  the  statutory  authority  of  the 
REA  Administrator  to  grant  loans.  I 
believe  that  the  colloquy  has  revealed 
that  the  residual  authority  of  the  Secre¬ 
tary  under  the  Reorganization  Act  of 
1939,  to  have  general  control  over  the 
REA,  will  remain.  However,  we  are 
making  it  crystal  clear  that  the  author¬ 
ity  over  loan  making  shall  be  inde¬ 
pendent. 

I  have  not  attempted  to  abuse  Mr. 
Benson,  or  to  make  a  partisan  issue  out 
of  this  question.  All  I  have  attempted 
to  do  is  to  say  that  what  we  are  pro¬ 
posing  is  sound  administration. 

We  are  attempting  to  do  two  things — 
first,  to  restore  the  loanmaking  func¬ 
tion  to  the  REA  Administrator,  without 
qualification ;  second,  to  maintain  in  the 
Department  of  Agriculture,  for  central¬ 
ized  administrative  purposes’,  the  Rural 
Electrification  Administration. 

Mr.  YARBOROUGH.  I  thank  the 
Senator  from  Minnesota.  It  is  true  that 
the  power  was  not  illegally  used.  The 
residual  power  existed,  but  it  had  not 
been  exercised  by  the  Secretary.  Is  that 
correct? 

Mr.  HUMPHREY.  The  Senator  is 
correct. 

Mr.  YARBOROUGH.  It  was  not  ille¬ 
gally  seized,  but  it  had  not  been  used. 

Mr.  HUMPHREY.  It  had  not  been 
exercised. 

Mr.  YARBOROUGH.  If  the  pending- 
bill  is  passed,  the  REA  program  will  be 
administered  by  the  people,  as  was  orig¬ 
inally  intended,  and  as  was  done  for 
years,  until  the  current  administration 
decided  to  hamstring  the  program  by 
having  the  Secretary  of  Agriculture  take 
over  power  from  the  Administrator. 

Mr.  HUMPHREY.  The  Senator  is 
correct. 

Mr.  YARBOROUGH.  I  think  the 
Senate  has  seldom  had  an  opportunity 
to  pass  a  measure  which  would  be  so 
constructive,  with  so  little  cost  to  the 
Government  of  the  United  States.  This 
proposal  would  leave  in  the  Administra¬ 
tor  of  the  REA  the  power  to  pass  on 
loans. 
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Mr.  HUMPHREY.  The  Senator  is 
correct. 

Mr.  YARBOROUGH.  And  there 
would  be  no  appellate  power  in  the  Sec¬ 
retary  of  Agriculture. 

Mr.  HUMPHREY.  The  Senator  is 
correct 

Mr.  YARBOROUGH.  We  often  de¬ 
bate  the  question  of  how  much  money 
we  shall  spend  in  connection  with  cer¬ 
tain  measures.  Often  we  are  doubtful 
whether  a  proposed  solution  would  be  a 
wise  solution.  Is  it  not  true  that  the 
wisdom  of  this  measure  has  already  been 
proved  by  the  administration  of  the  law 
from  1936  to  1953? 

Mr.  HUMPHREY.  It  is  my  consid¬ 
ered  judgment  that  that  is  absolutely  a 
fact.  From  1936  to  1953  we  got  along 
very  well.  I  think  there  is  no  evidence 
that  we  are  not  getting  along  well  now. 
However,  I,  for  one,  object  to  the  ap¬ 
pointee  of  a  Secretary,  whoever  the  Sec¬ 
retary  may  be,  having  superior  authority 
over  a  Presidential  appointee  under  a 
basic  law  such  as  the  REA  Act  of  1936, 
when  the  nomination  of  the  such  ap¬ 
pointee  does  not  come  before  the  Senate 
for  confirmation. 

Mr.  YARBOROUGH.  I  believe  we  are 
acting  here  to  protect  and  perpetuate 
one  of  the  great  programs  in  American 
history. 

Mr.  HUMPHREY.  I  thank  the  Sen¬ 
ator  from  Texas,  whose  cooperation  I 
deeply  appreciate.  I  now  yield  to  my 
friend  and  colleague,  the  Senator  from 
Florida. 

Mr.  HOLLAND.  Mr.  President,  I  ap¬ 
preciate  the  action  of  the  Senator  from 
Minnesota  in  yielding  to  me.  I  also  ap¬ 
preciate  greatly  the  fact  that  he  has 
handled  this  subject  on  the  floor  with¬ 
out  casting  aspersions  either  on  the 
present  Secretary  of  Agriculture  or  on 
any  of  his  agents. 

Mr.  President,  this  is  not  a  personal 
matter.  It  should  be  handled  imper¬ 
sonally  and  objectively  and  with  full 
knowledge  of  the  fact  that  Congress 
shares  some  of  the  responsibility  in  this 
situation. 

Mr.  HUMPHREY.  The  Senator  is 
right. 

Mr.  HOLLAND.  I  have  before  me  Re¬ 
organization  Plan  No.  2  of  1953,  which 
really  brought  on  the  trouble  and  dis¬ 
agreement  which  are  responsible,  I  be¬ 
lieve,  for  the  present  proposed  legisla¬ 
tion  and  for  the  amendment  offered  by 
the  Senators  from  Nebraska  and  Geor¬ 
gia. 

The  Senator  from  Ohio  [Mr.  Lausche] 
has  already  read  one  section  from  that 
unfortunate  reorganization  plan.  I  may 
say,  in  passing,  that  I  opposed  it  vigor¬ 
ously  when  it  was  before  the  Senate. 
Other  Senators  also  opposed  it.  How¬ 
ever,  the  Senate  refused  to  cast  the 
requisite  vote  to  reject  that  reorgani¬ 
zation  plan.  Let  us  not  get  away  from 
the  fact  that  the  Senate  has  some  re¬ 
sponsibility  in  this  matter.  The  first 
section  reads  as  follows: 

Section  1.  Transfer  of  functions  to  the 
Secretary:  (a)  Subject  to  the  exceptions 
specified  in  subsection  (b)  of  this  section, 
there  are  hereby  transferred  to  the  Secretary 
of  Agriculture  all  functions  not  now  vested 
in  him  of  all  other  officers,  and  of  all  agen¬ 
cies  and  employees,  of  the  Department  of 
Agriculture. 


I  may  say  that  subsection  (b),  which 
covers  the  exceptions,  does  not  cover 
the  REA. 

Mr.  President,  I  opposed  the  approval 
of  the  reorganization  plan  which  con¬ 
tains  that  as  its  first  provision.  The 
Senate  refused  to  disapprove  that  re¬ 
organization  plan.  The  reorganization 
plan  in  effect  gives  to  the  Secretary  of 
Agriculture — and  I  do  not  refer  only  to 
the  present  Secretary  of  Agriculture, 
but  to  all  Secretaries  of  Agriculture  so 
long  as  this  reorganization  plan  is  a 
part  of  the  law  of  the  land — the  au¬ 
thority  to  exercise  any  power  ever  given 
to  any  of  the  agencies  in  the  Depart¬ 
ment  of  Agriculture,  and  to  any  officer 
in  the  Department  of  Agriculture. 
There  are  a  few  which  are  excepted  in 
a  later  subsection. 

Then  the  reorganization  plan  contains 
section  4,  which  reads  as  follows : 

Sec.  4.  Delegation  of  functions:  (a)  The 
Secretary  of  Agriculture  may  from  time  to 
time  make  such  provisions  as  he  shall  deem 
appropriate  authorizing  the  performance  by 
any  other  officer,  or  by  any  agency  or  em¬ 
ployee,  of  the  Department  of  Agriculture  of 
any  function  of  the  Secretary,  including  any 
function  transferred  to  the  Secretary  by 
the  provisions  of  this  reorganization  plan. 

Mr.  President,  if  we  had  tried  for  10 
years  we  could  not  have  written  a  pro¬ 
vision  which  gave  more  fully  to  the  Sec¬ 
retary  of  the  Department  the  power  to 
transfer  any  function  to  anyone  he  saw 
fit. 

I  am  glad — and  I  think  there  are 
many  others  who  believe  as  I  do — that 
these  provisions  have  not  done  violence 
to  the  REA.  I  judge,  from  the  very 
temperate  and  moderate  position  of  the 
Senator  from  Minnesota,  which  I  fully 
approve,  that  he  also  believes  that  to 
be  the  fact. 

Mr.  President,  although  I  believe 
something  should  be  done  about  this 
unfortunate  situation,  I  shall  oppose  the 
amendment  offered  by  the  Senator  from 
Nebraska  [Mr.  Curtis]  because,  in  my 
opinion,  it  would  do  great  harm  to  the 
REA  program. 

The  REA  program  necessarily  has  at 
heart  the  welfare  of  the  agricultural  seg¬ 
ment  of  the  Nation.  When  we  seek  to 
divorce  that  program  from  the  Depart¬ 
ment  of  Agriculture,  where  it  belongs, 
and  where  it  has  served  the  interests  of 
the  rural  population,  we  attempt  to  take 
it  out  of  its  proper  place  and  put  it  where 
it  will  be  unbefriended  and  unsheltered 
by  the  sturdy  wings  of  the  mother  hen, 
the  Department  of  Agriculture,  which  is 
safeguarding  all  agricultural  rights 
throughout  the  Nation,  and  whose  func¬ 
tion  it  is  to  do  so. 

I  strongly  oppose  making  the  REA  a 
completely  independent  agency.  I  voiced 
that  opposition  in  the  hearing  recently 
attended  by  the  Senator  from  Minnesota 
in  the  Committee  on  Agriculture  and 
Forestry,  and  before  the  subcommittee 
of  which  I  am  the  chairman.  At  that 
time  I  called  the  attention  of  the  Sen¬ 
ator  from  Nebraska  to  the  fact  that  un¬ 
der  his  bill  as  then  drafted  he  would  take 
REA  away  from  the  Department  of  Agri¬ 
culture  and  take  it  away  from  the  sub¬ 
committee  on  appropriations  which 
handles  appropriations  for  the  Depart¬ 


ment  of  Agriculture.  I  cited  an  illustra¬ 
tion  of  what  had  happened  recently  in 
another  field. 

By  offering  an  amendment  to  his  bill, 
he  in  effect  says  that  although  he  would 
make  an  independent  agency  of  the  REA, 
he  would  leave  it  in  the  legislative  com¬ 
mittee  and  in  the  appropriations  sub¬ 
committee  where  it  should  be  left. 

In  admitting  that  much,  I  believe  he 
is  admitting  himself  out  of  court,  because 
he  admits  what  to  me  is  the  potent  fact 
that  this  very  important  agency — im¬ 
portant  more  to  agriculture  than  to  any 
other  segment  of  our  economy — should 
certainly  be  left  in  the  Department  of 
Agriculture,  where  it  may  have  the  bene¬ 
fit  of  the  advisory  committee  of  the  Sec¬ 
retary  of  Agriculture  which  represents 
the  Nation’s  farmers,  and  of  the  whole 
set-up  of  the  Department  of  Agriculture, 
which  works  for  the  benefit  of  the  Na¬ 
tion’s  farmers,  from  morn  to  night,  365 
days  a  year. 

I  commend  the  Senator  from  Minne¬ 
sota  for  his  moderate  approach,  and  I 
regret  that  any  Senator  should  consider 
the  measure  as  being  motivated  in  any 
way  by  personal  resentment  to  our  pres¬ 
ent  Secretary  of  Agriculture  or  any  of 
his  agents. 

I  do  not  believe  anyone  can  accuse  me 
of  being  hostile  to  the  present  Secretary 
of  Agriculture.  I  have  supported  him 
sometimes  when  a  majority  of  his  own 
party  did  not  support  him.  I  have  not 
hesitated  to  support  him  when  I  thought 
he  was  right,  and  that  has  been  most  of 
the  time.  I  believe  that  anyone  who  be¬ 
lieves  that  the  reorganization  plan,  from 
which  I  have  read  a  part,  can  continue  to 
be  the  law  and  leave  the  Department  of 
Agriculture  in  a  sound  position,  is  wrong, 
or  has  not  read  the  reorganization  plan. 
It  is  the  most  vicious  thing  of  its  type 
we  have  ever  adopted. 

Mr.  'AIKEN.  Mr.  President,  will  the 
Senator  yield? 

Mr.  HOLLAND.  I  yield. 

Mr.  AIKEN.  Does  not  the  Senator  be¬ 
lieve  that  we  would  be  setting  a  danger¬ 
ous  precedent  by  moving  REA  out  of  the 
Department  of  Agriculture,  because  cer¬ 
tainly  there  would  then  be  attempts 
made  to  take  other  functions  away  from 
the  Department  of  Agriculture?  We 
might  even  expect  an  effort  to  take  the 
administration  of  Public  Law  480  away 
from  the  Department  of  Agriculture  and 
repose  its  administration  in  an  independ¬ 
ent  agency  or  put  it  in  another  depart¬ 
ment  of  the  Government.  The  Senator 
knows  what  that  would  do  to  agricultural 
sales. 

Mr.  HOLLAND.  That  certainly  would 
be  possible.  I  am  glad  the  Senator  from 
Vermont  has  mentioned  that  point. 

Mr.  AIKEN.  I  may  say  that  normally 
I  would  like  to  be  able  to  vote  for  the 
proposal  of  the  Senator  from  Minnesota, 
but  when  we  come  right  down  to  it,  all 
the  proposal  says  is  “We  do  not  like  Ezra 
Taft  Benson.” 

Mr.  HUMPHREY.  I  should  like  to  say 
most  respectfully — and  the  Senator  from 
Vermont  knows  that  I  have  on  many 
occasions  demonstrated  my  sharp  differ¬ 
ence  of  opinion  with  the  Secretary  of 
Agriculture — that  I  am  not  engaging  in 
that  kind  of  contest.  The  best  argu- 


4956 


CONGRESSIONAL  RECORD  —  SENATE 


April  8 


ment  which  has  been  made  for  my  pro¬ 
posal  has  been  made  by  the  Senator  from 
Florida  [Mr.  Holland],  who  has  refererd 
to  what  is  not  alone  the  mistake  of  the 
Secretary  of  Agriculture,  but  the  mis¬ 
take  also  of  Congress  when  it  permitted 
the  reorganization  plan  to  be  adopted. 
Some  of  us  had  doubts  about  it  then. 
Others  had  some  doubts  later,  because 
this  plan  was  tried  in  two  administra¬ 
tions,  first  during  the  last  year  of  the 
Democratic  Truman  administration,  and 
then  during  the  first  year  of  the  Republi¬ 
can  administration. 

That  is  the  only  partisan  reference  I 
am  making  here.  I  think  the  delegation 
of  functions  which  is  in  the  reorganiza¬ 
tion  plan  of  1953  lends  itself,  if  left  on 
the  books,  to  further  abuse.  I  do  not 
make  any  accusations.  Not  a  word  can 
be  found  in  what  I  have  said  in  the  re¬ 
port  of  the  committee,  for  which  I  have 
some  responsibility,  or  in  my  speech  on 
the  floor  of  the  Senate  which  attempts 
to  accuse  the  Secretary  of  Agriculture  ox- 
anyone  else  of  malfeasance  of  office  or 
any  kind  of  maladministration.  All  I 
am  saying  is  that  it  is  bad  administrative 
structui-e.  I  think  the  time  to  correct  it 
is  now. 

Mr.  AIKEN.  I  accept  the  Senator’s 
explanation  of  his  devotion  to  the  Sec¬ 
retary  of  Agriculture. 

Mr.  HUMPHREY.  I  thank  the  Sen¬ 
ator  from  Vermont  for  including  me  in 
the  very  limited  membership  of  this 
club. 

Mr.  HOLLAND.  Mr.  Pi-esident,  I  hope 
the  Senator  from  Vermont  will  feel  that 
I  have  shown  considerable  fondness  for 
the  Secretary  of  Agriculture,  both  per¬ 
sonally  and  by  my  votes  and  statements 
on  the  floor  of  the  Senate.  But  whether 
the  Senator  from  Vermont  feels  that  way 
or  not — and  I  believe  he  does — I  think 
he  knows  that  in  this  matter  I  am  fol¬ 
lowing  a  course  which  I  established  way 
back  in  the  administration  of  President 
Truman. 

At  that  time,  substantially  the  same 
reorganization  plan  came  before  the 
Senate.  I  see  in  the  Chamber  the  dis¬ 
tinguished  senior  Senator  from  Kansas 
[Mr.  Schoeppel]  .  He  and  I  decided  that 
the  plan  was  bad.  We  fought  against  it, 
and  enough  of  the  Senate  stood  with  us 
to  knock  the  plan  down. 

Later  it  came  up  in  the  first  bloom  and 
blush  of  the  new  administration.  Some 
of  our  friends,  who  had  stood  with  us 
before,  decided  it  was  not  so  bad  as  they 
thought  it  was  earlier-.  I  see  some  of 
those  good  friends  here.  But  all  of  us 
make  mistakes.  We  could  not  muster 
the  vote  the  second  time  which  we  had 
the  first  time.  If  we  had  we  would  not 
now  be  struggling  with  this  problem. 

The  point  I  am  making  is  that  I  think 
it  completely  unrealistic,  completely  un¬ 
fair,  and  completely  unfi-iendly  to  the 
REA,  and  the  millions  of  people  who  have 
been  so  blessed  by  it,  to  divorce  it  from 
the  Department  of  Agriculture  just  at 
the  time  when  the  REA  is  becoming  so 
stiong  that  there  will  be  more  questions 
from  now  on  as  to  whether  it  is  com¬ 
peting  with  private  power.  It  would  be 
the  unfriendliest  thing  that  could  be 
done  to  divorce  it  from  the  Department 
of  Agriculture,  its  natural  friend  and 


shelterer,  and  to  place  it  out  in  the  cold, 
cruel  world  as  an  independent  agency, 
where  it  would  share  the  fate  of  some 
of  the  other  independent  agencies  which 
have  to  fight  to  get  anything  at  any  time. 

I  am  thinking  of  another  public  power 
agency — the  TVA.  Compare  the  friend¬ 
ly  attitude  of  so  many  Senators  toward 
REA  with  the  questioning,  if  not  sus¬ 
picious,  attitude  which  some  of  those 
Senators  show  toward  TVA.  I  think 
Senators  will  concede  that  I  have  a  valid 
point  which  deserves  their  thoughtful 
consideration. 

I  hope  the  amendment  will  be  rejected. 
Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  ask  unanimous  consent  that  the 
Senate  may  proceed  to  vote  in  15  min¬ 
utes  from  now,  and  that  10  minutes  be 
alloted  to  the  Senator  from  Illinois  (Mr. 
Dirksen)  ,  with  5  minutes  to  be  controlled 
by  the  Senator  from  Minnesota  (Mr. 
Humphrey)  . 

The  PRESIDING  OFFICER.  Is  there 
objection?  The  Chair  hears  none,  and 
it  is  so  ordered. 

Mr.  DIRKSEN.  Mr.  President,  it 
seems  to  me  that  a  good  many  non- 
germane  matters  have  been  discussed  in 
connection  with  the  pending  bill.  The 
only  thing  involved  is  whether  the  Sec¬ 
retary  of  Agriculture,  who  holds  the  top 
post  in  one  of  the  largest  departments 
of  the  Government,  shall  have  a  little 
something  to  say  about  the  activities 
and  functions  of  a  subordinate  agency  in 
his  department. 

After  listening  to  the  discussion,  I 
think  we  should  send  Ezra  Benson  a  let¬ 
ter  saying:  “Dear  Ezra:  We  are  going  to 
leave  the  baby  in  your  tender  hands. 
You  provide  the  room  and  board  and  all 
the  other  things  which  are  necessary. 
But  if  the  baby  gets  a  little  spunky,  if  it 
needs  a  little  disciple  or  a  little  conduct, 
do  not  put  your  hands  on  the  baby,  be¬ 
cause  we  are  saying  in  the  bill  before  us 
that  you  shall  have  no  authority  to  su¬ 
pervise,  direct,  or  control  anything  with 
respect  to  the  approval  or  disapproval  of 
the  loans  made  by  your  subordinate 
baby.” 

Frankly,  the  Senate  has  an  astonishing 
proposal  before  it.  I  think  the  Senate 
will  rue  the  day  it  ever  enacted  the  bill, 
assuming  it  may  become  law.  First  of 
all,  if  we  look  through  the  hearings,  it 
is  the  beneficiaries  of  the  credit  and  the 
money  of  the  people  who  are  asking  less 
supervision  rather  than  more.  I  think 
that  is  one  of  the  most  astounding  things 
I  have  ever  seen  or  heard  advanced  in 
the  Senate. 

The  point  is  made  on  the  other  side  of 
the  aisle  that  the  Secretary  of  Agricul¬ 
ture  is  a  Presidential  appointee,  while 
the  Administrator  of  REA  holds  a  10- 
year  job.  That  very  fact  argues  against 
the  bill,  because  the  Secretary  cannot 
discipline  the  Administrator  of  REA. 
The  Secretary  cannot  remove  him.  If 
the  Administrator  is  weak,  the  trail  will 
lead  right  to  the  White  House.  Then 
there  will  be  confusion  compounded. 

The  REA  is  growing.  It  has  probably 
$3  billion  in  unpaid  balances  today. 

It  seems  to  me  that  we  would  be  doing 
the  REA  a  favor  by  providing  for  it  a 
little  more  supervision,  rather  than  less, 
and  not  concentrating  the  supervision  in 


the  hands  of  a  single  person.  I  cannot 
imagine  that  any  business  enterprise 
anywhere  in  the  country  would  follow 
the  line  of  reasoning  which  has  been  ad¬ 
vanced  on  the  Senate  floor.  Try  to 
imagine  General  Motors  Corp.,  with  the 
Frigidaire  Corp.  as  a  component,  and 
with  the  president  or  the  chairman  of 
the  board  of  the  Frigidaire  Corp.  saying, 
“We  are  within  the  General  Motors  fold, 
but  only  up  to  a  limited  degree.  Beyond 
that  do  not  interfere;  we  will  run  our 
own  show.”  But  that  is  exactly  what 
Senators  propose  in  this  case.  If  that 
is  good  business  sense,  certainly  I  have 
never  known  such  a  thing  to  be  proposed 
in  business. 

No  one  on  this  floor  has  ever  contended 
that  Mr.  Hamil,  the  REA  Administrator, 
does  not  have  a  good  record.  Even  the 
chairman  of  the  committee  will  admit 
that  Mr.  Hamil  has  a  good  record. 

It  must  be  admitted  that  the  REA’s 
record  in  the  past  6  years  is  the  best  in 
the  entire  history  of  that  agency. 

I  was  a  Member  of  the  House  of  Rep¬ 
resentatives  when  the  REA  was  created; 
and  I  would  say  to  my  ''distinguished 
friend,  the  junior  Senator  from  Indiana 
[Mr.  Hartke],  that  I  was  here  when  I 
made  a  Hoosier  by  the  name  of  Claude 
Wickard,  who  was  then  the  Secretary  of 
Agriculture,  investigate  the  REA;  and  I 
got  the  Deputy  Administrator  fired,  be¬ 
fore  I  got  through.  The  record  is  here; 
that  was  in  March  1941.  It  was  “a 
rough  go”,  and  it  took  a  rather  long 
time.  But  Senators  should  not  think 
that  there  have  not  been  some  diffi¬ 
culties  there,  as  elsewhere.  I  have  lived 
through  this  for  a  long  period  of  time. 

Everything  in  the  field  of  good  busi¬ 
ness  tactics,  everything  in  the  field  of 
proper  governmental  supervision  and 
surveillance,  argues  that  when  there  is 
such  a  $3  billion  corporation,  there 
should  be  some  supervision,  some  direc¬ 
tion,  some  authority  in  the  hands  of 
the  Secreary  of  Agriculture,  in  whose 
department  this  agency  is  located.  There 
could  be  a  weak  Administrator;  but  let 
us  not  forget  that  any  Administrator  of 
the  REA  will  serve  for  10  years.  The  Ad¬ 
ministrator  might  be  weak  in  the  whole 
loaning  field;  he  might  be  weak  in  the 
administrative  field.  But  under  the 
present  proposal  the  Secretary  of  Agri¬ 
culture — whoever  he  may  be,  whether 
Henry  Wallace,  or  Claude  Wickard,  or 
Ezra  Benson,  or  anyone  else — will  never 
be  able  to  remove  him. 

It  seems  to  me  that  under  those  cir¬ 
cumstances,  if  there  were  no  recourse  but 
to  go  to  the  top  boss  at  1600  Pennsyl¬ 
vania  Avenue,  we  would  have  some 
trouble  on  our  hands  before  we  got 
through. 

I  am  not  going  to  play  ducks  and 
drakes  in  such  a  careless  fashion  with 
$3  billion  of  the  people’s  money.  If  the 
REA  is  to  continue  to  make  progress,  it 
requires  careful  supervision  on  the  part 
of  the  Federal  Government.  And  the 
proper  supervisor  should  be  the  Secre¬ 
tary  of  Agriculture. 

At  the  present  time  the  technique  is 
scarcely  even  to  look  at  an  REA  loan 
application  for  less  than  $1  million. 
Only  loan  applications  for  larger 
amounts  and  the  new  telephone  loan 
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applications  are  looked  at,  for  all  prac¬ 
tical  purposes.  I  am  advised  from  the 
Department  of  Agriculture  that  that  has 
been  the  technique  for  quite  some  time. 

So,  when  $‘3  billion  of  public  credit  is 
involved — money  and  credit  which  be¬ 
long  to  the  people  of  the  United  States, 
not  only  to  those  in  the  farming  areas, 
but  also  to  those  in  all  the  other  areas 
of  the  country  in  which  taxpayers  live — 
I  think  the  Senate  has  the  responsibility 
to  make  sure  that  there  is  adequate 
supervision,  because  in  proportion  as  we 
give  attention  to  the  REA,  it  will  grow 
and  will  become  an  effective  instrumen¬ 
tality  for  taking  the  country  out  of 
darkness. 

Yet  at  this  time,  when  we  clamor,  in 
respect  to  every  other  field,  for  more 
supervision,  it  is  proposed  by  this  means 
to  destroy  such  supervision  in  this  in¬ 
stance.  I  cannot  imagine  a  greater  step 
backward. 

Mr.  President,  the  sensible  thing  for 
the  Senate  to  do  tonight  is  to  send  the 
bill  back  to  the  committee,  under  a  mo¬ 
tion  to  recommit.  I  hope  the  Senator 
from  Indiana,  who  is  a  member  of  the 
Committee  on  Government  Operations, 
will  soon  return  to  the  floor  and  will 
make  such  a  motion.  If  he  does  not 
make  it,  I  will,  for  I  think  that  is  where 
the  bill  should  go.  I  will  not  vote  to 
take  a  backward  step  and,  by  that  vote, 
undertake  to  hurt  future  confidence  in 
the  REA,  because  that  is  what  the  action 
now  proposed  will  add  up  to,  before  we 
get  through. 

Mr.  President,  I  think  that  is  the  en¬ 
tire  story,  so  far  as  I  am  concerned ;  and 

1  am  prepared  to  vote  on  the  amendment 
in  the  nature  of  a  substitute,  and  also 
for  a  motion  to  recommit. 

The  amendment  in  the  nature  of  a 
substitute  would  again  make  this  agency 
an  independent  one.  I  was  a  Member  of 
the  House  of  Representatives  when  the 
REA  was  created  as  an  independent 
agency.  Three  years  later  it  was  placed 
under  the  Department  of  Agriculture. 
Then,  in  1953,  under  a  Reorganization 
Act,  the  Congress  gave  the  Secretary  of 
Agriculture  the  additional  supervisory 
functions.  Contrary  to  expressions 
made  on  the  floor,  I  think  that  was  a  wise 
course;  and  evidently  the  Senate  thought 
likewise,  because  that  action  only  adds 
to  adequate  supervision  of  the  handling 
of  billions  of  dollars  of  the  taxpayers’ 
money — money  which  does  not  belong  to 
the  Federal  Treasury  or  to  the  REA,  but 
belongs  to  all  the  people  of  the  United 
States;  and  we  are  co-stewards,  to  make 
sure  that  the  money  is  well  and  wisely 
administered. 

Mr.  President,  that  is  my  case. 

Mr.  BENNETT  addressed  the  Chair. 

The  PRESIDING  OFFICER  (Mr.  Hart 
in  the  chair) .  The  Senator  from  Illinois 
has  2  minutes  remaining  under  his  con¬ 
trol. 

Mr.  BENNETT.  Mr.  President,  will 
the  Senator  from  Illinois  yield  2  minutes 
to  me? 

Mr.  DIRKSEN.  Mr.  President,  I  yield 

2  minutes  to  the  Senator  from  Utah. 

The  PRESIDING  OFFICER.  The 

Senator  from  Utah  is  recognized  for  2 
minutes. 

Mr.  BENNETT.  Mr.  President,  with 
respect  to  the  pending  bill,  I  have  only 


one  observation  to  make :  After  listening 
to  the  very  wise  counsel  and  approach 
of  the  Senator  from  Florida  [Mr.  Hol¬ 
land],  I  believe  that  if  the  Senator  from 
Florida  really  wants  to  undo  what  was 
done  in  1953,  he  should  move  that  it  be 
undone  in  its  entirety,  and  should  not 
limit  the  action  to  the  REA.  Instead, 
he  should  move  to  take  away  whatever 
authority  the  Secretary  of  Agriculture 
received  by  means  of  that  program. 

It  seems  to  me  that  in  this  case  we 
are  dealing  with  two  different  things. 

Mr.  DIRKSEN.  Mr.  President,  I  ask 
unanimous  consent  that  the  distin¬ 
guished  Senator  from  Nebraska  [Mr. 
Curtis],  the  author  of  the  pending 
amendment  in  the  nature  of  a  substitute, 
be  allowed  2  minutes  in  which  to  discuss 
the  substitute. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  agree  to  that  reauest. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  request  of  the  Senator 
from  Illinois?  Without  objection,  it  is 
so  ordered;  and  the  Senator  from  Ne¬ 
braska  is  recognized  for  2  minutes. 

Mr.  CURTIS.  Mr.  President,  I  thank 
both  the  distinguished  minority  leader 
and  the  distinguished  majority  leader. 

I  wish  to  have  the  attention  of  Senators 
who  will  oppose  the  pending  bill,  on  the 
question  of  its  final  passage,  and  who  be¬ 
lieve  nothing  should  be  done.  I  also  wish 
to  have  the  attention  of  Senators  who 
believe  that  the  Congress  should  legislate 
in  this  field.  I  ask  all  of  them  to  read 
Senate  bill  144,  and  then  try  to  deter¬ 
mine  who  will  run  the  REA  if  that  bill  is 
enacted  into  law. 

The  bill  contains  only  15  lines.  It  pro¬ 
vides,  in  substance,  that  the  functions 
and  activities  of  the  REA  shall  be  exer¬ 
cised  and  administered  within  the  De¬ 
partment  of  Agriculture  by  such  Admin¬ 
istrator  under  the  general  direction  and 
supervision  of  the  Secretary  of  Agricul¬ 
ture.  Then  the  bill  takes  away  from  the 
Secretary  of  Agriculture  any  authority 
over  either  the  approval  or  disapproval 
of  the  loans.  But  there  is  the  odd  provi¬ 
sion  that  only  the  Secretary  of  Agricul¬ 
ture  can  borrow  money  from  the  Secre¬ 
tary  of  the  Treasury. 

So,  if  the  bill  is  enacted  into  law,  it 
will  mean  that  if  at  a  later  time  the  Sec¬ 
retary  of  Agriculture  and  the  REA  Ad¬ 
ministrator  disagree  with  each  other,  the 
Secretary  of  Agriculture  can  still  with¬ 
hold  the  necessary  funds.  I  do  not  be¬ 
lieve  the  proponents  intend  that  to  be 
done;  but  that  legislative  confusion 
would  then  exist. 

As  to  the  amendment  in  the  nature  of 
a  substitute,  which  I  have  submitted  on 
behalf  of  myself  and  the  distinguished 
senior  Senator  from  Georgia  [Mr.  Rus¬ 
sell],  it  establishes  an  independent 
agency,  and  provides  that  the  Adminis¬ 
trator  shall  have  direction,  supervision, 
and  control  of  the  REA  and  all  its  opera¬ 
tions  and  functions,  as  authorized  in 
the  REA  Act  of  1936,  as  amended;  and 
it  retains  jurisdiction  in  the  same  com¬ 
mittees  which  now  have  jurisdiction. 

Mr.  President,  I  appeal  to  Senators 
who  are  opposed  to  doing  anything  in  this 
case;  Let  us  perfect  the  bill,  and  not 
create  confusion. 

To  Senators  who  believe  some  legis¬ 
lation  in  this  field  should  be  enacted — 


and  let  me  say  that  I  respect  both 
groups — I  say  that  certainly  the  Senate 
should  not  pass  Senate  bill  144  as  it  now 
stands,  because  it  will  not  do  what  its 
authors  intend  it  to  do.  No  one  who 
reads  the  amendment  in  the  nature  of  a 
substitute  can  have  any  doubt  as  to  who 
will  run  the  REA  if  the  amendment  in 
the  nature  of  a  substitute  becomes  law. 

The  REA  was  an  independent  agency 
from  1935  to  1939. 

I  remind  the  Senate  that  on  January 
6,  1945,  Senator  Lucas  introduced  a  bill, 
S.  89,  that  reestablished  it  as  an  inde¬ 
pendent  agency,  and  the  bill  passed  this 
body  unanimously,  without  a  record  vote. 

The  PRESIDING  OFFICER  (Mr.  Hart 
in  the  chair).  The  time  of  the  Senator 
has  expired. 

Mr.  HUMPHREY.  Mr.  President,  I 
yield  myself  1  minute. 

The  purpose  of  the  bill  is  simply  to  do 
two  things:  to  take  up  that  part  of  the 
history  of  the  REA  from  1935  to  1939  in 
which  the  independence  of  REA  in  re¬ 
spect  to  loanmaking  was  established,  and 
to  keep  the  reorganization  plan  of  1939, 
for  the  purpose  of  administration,  in¬ 
tact,  thereby  providing  for  the  REA  to 
be  within  the  Department  of  Agricul¬ 
ture. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  as  I  understand,  all  time  on  the 
amendment  has  been  yielded  back  or 
consumed.  Is  that  correct? 

The  PRESIDING  OFFICER.  That  is 
correct. 

Mr.  JOHNSON  of  Texas.  I  ask  unan¬ 
imous  consent  that  there  be  a  quorum 
call,  without  the  time  being  charged  to 
either  side.  The  Senator  from  Indiana 
[Mr.  Capehart]  has  indicated  that  after 
the  Senate  acts  on  the  amendment,  he 
wishes  to  make  a  motion  to  recommit. 
When  the  Senate  acts  on  that  motion,  I 
understand  it  will  proceed  to  act  on  the 
committee  amendment  and  the  bill. 

The  PRESIDING  OFFICER.  I*  there 
objection  to  the  request  of  the  Swiator 
from  Texas  that  there  be  a  quorum  call 
without  the  time  being  charged  to  either 
side?  The  Chair  hears  none,  and  the 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to  call 
the  roll. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  ask  unanimous  consent  that  the 
order  for  the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

Mr.  CURTIS.  Mr.  President,  I  ask  for 
the  yeas  and  nays  on  the  pending  amend¬ 
ment. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  offered  by  the  Senator  from  Ne¬ 
braska  [Mr.  Curtis]  for  himself  and  the 
Senator  from  Georgia  [Mr.  Russell!  as 
a  substitute  for  the  committee  amend-  J 
ment.  The  yeas  and  nays  having  been 
ordered,  the  clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  HENNINGS.  I  announce  that  the 
Senator  from  New  Mexico  [Mr.  Chavez], 
the  Senator  from  Rhode  Island  [Mr. 
Green],  the  Senator  from  Alaska  [Mr. 
Gruening],  the  Senator  from  Montana 
[Mr.  Mansfield],  the  Senator  from 
Wyoming  [Mr.  McGee],  the  Senator 
from  Oklahoma  [Mr.  Monroney],  and 
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the  Senator  from  Montana  [Mr.  Mur¬ 
ray]  are  absent  on  official  business. 

I  also  announce  that  the  Senator  from 
Washington  [Mr.  Magnuson]  because  of 
illness  and  that  the  Senater  from  Vir¬ 
ginia  [Mr.  Byrd]  is  absent  because  of 
illness  in  his  family. 

I  further  announce  that,  if  present  and 
voting,  the  Senator  from  New  Mexico 
[Mr.  Chavez],  the  Senator  from  Rhode 
Island  [Mr.  Green],  the  Senator  from 
Alaska  [Mr.  Gruening],  the  Senator 
from  Washington  [Mr.  Magnuson],  the 
Senator  from  Montana  [Mr.  Mansfield], 
the  Senator  from  Wyoming  [Mr.  Mc¬ 
Gee],  the  Senator  from  Oklahoma  [Mr. 
Monroney]  ,  and  the  Senator  from  Mon¬ 
tana  [Mr.  Murray]  would  each  vote 
“nay.” 

Mr.  KUCHEL.  I  announce  that  the 
Senator  from  Maryland  [Mr.  Butler] 
is  absent  on  official  business  for  the  Com¬ 
mittee  of  Interstate  and  Foreign  Com¬ 
merce. 

The  Senator  from  Kentucky  [Mr. 
Cooper]  is  absent  on  official  business. 

The  result  was  announced — yeas  13, 
nays  74,  as  follows: 

YEAS— 13 


Capehart 

Hickenlooper 

Talmadge 

Case,  S.  Dak. 

Hruska 

Thurmond 

Cotton 

Lausche 

Wiley 

Curtis 

Russell 

Goldwater 

Schoeppel 

NAYS— 74 

Aiken 

Fulbright 

Morse 

Aliott 

Gore 

Morton 

Anderson 

Hart 

Moss 

Bartlett 

Hartke 

Mundt 

Beall 

Hayden 

Muskie 

Bennett 

Hennings 

Neuberger 

Bible 

Hill 

O'Mahoney 

Bridges 

Holland 

Pastore 

Bush 

Humphrey  4 

Prouty 

Byrd,  W.  Va. 

Jackson 

Proxmire 

Cannon 

Javits 

Randolph 

Carlson 

Johnson,  Tex. 

Robertson 

Carroll 

Johnston,  S.C. 

Saltonstall 

Case,  N.J. 

Jordan 

Scott 

Church 

Keating 

Smathers 

Clark 

Kefauver 

Smith 

Dirksen 

Kennedy 

Sparkman 

Dodd 

Kerr 

Stennis 

Douglas 

Kuchel 

Symington 

Dworshak 

Langer 

Williams,  N.J. 

Eastland 

Long  -> 

Williams,  Del. 

Eilender 

McCarthy 

Yarborough 

Engle 

McClellan 

Young,  N.  Dak. 

Ervin 

McNamara, 

Young,  Ohio 

Frear 

Martin 

NOT  VOTING— 11 

Butler 

Green 

McGee 

Byrd,  Va. 

Gruening 

Monroney 

Chavez 

Magnuson 

Murray 

Cooper 

Mansfield 

So  the  Curtis-Russell  amendment  in 
the  nature  of  a  substitute,  offered  by  Mr. 
Curtis,  for  himself  and  Mr.  Russell,  was 
rejected 

Air.  HUmfhuey.  Mr.  President,  I 
move  that  the  vote  by  which  the  Curtis- 
Russell  amendment  in  the  nature  of  a 
substitute  was  rejected  be  reconsidered. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  move  to  lay  that  motion  on  the 
table. , 

The  PRESIDING  OFFICER.  The 
Question  is  on  the  motion  of  the  Senator 
from  Texas. 

The  motion  to  reconsider  was  laid  on 
the  table. 

Mr.  HUMPHREY.  Mr.  President,  may 
we  now  proceed  to  the  next  motion? 

The  PRESIDING  OFFICER.  As  the 
Chair  understands,  there  is  a  previous 
order  that  the  Senate  now  proceed  im¬ 


mediately  to  consider  a  motion  to  re¬ 
commit  the  bill. 

Mr.  CAPEHART.  Mr.  President,  I 
move  that  the  bill  be  recommitted  to  the 
Committee  on  Government  Operations, 
and  I  ask  for  a  division  on  that  motion. 

On  a  division,  the  motion  was  re- 
j  ected 

— The'  '  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  commit¬ 
tee  amendment  in  the  nature  of  a  sub¬ 
stitute. 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  The 
question  now  is  on  the  engrossment  and 
third  reading  of  the  bill. 

The  bill  was  ordered  to  be  engrossed 
for  a  third  reading,  and  read  the  third 
time. 

The  PRESIDING  OFFICER.  The 
bill  having  been  read  the  third  time, 
the  question  is.  Shall  it  pass? 

Mr.  HUMPHREY.  Mr.  President,  I 
ask  for  the  yeas  and  nays  on  final  pas¬ 
sage  of  the  bill. 

The  yeas  and  nays  were  ordered. 

Mr.  MUNDT.  Mr.  President,  a  parlia¬ 
mentary  inquiry. 

The  PRESIDING  OFFICER.  The 
Senator  will  state  it. 

Mr.  MUNDT.  Has  all  time  for  debate 


expired? 


The  PRESIDING  OFFICER.  All  time 
for  debate  has  expired. 

The  Question  is.  Shall  the  bill  pass? 
On  this  question  the  yeas  and  nays  have 
been  ordered,  and  the  clerk  will  call  the 
roll. 

The  legislative  clerk  called  the  roll. 

Mr.  HENNINGS.  I  announce  that  the 
Senator  from  New  Mexico  [Mr.  Chavez], 
the  Senator  from  Rhode  Island  [Mr. 
Green],  the  Senator  from  Alaska  [Mr. 
Gruening],  the  Senator  from  Montana 
[Mr.  Mansfield],  the  Senator  from  Wy¬ 
oming  [Mr.  McGee],  the  Senator  from 
Oklahoma  [Mr.  Monroney],  and  the 
Senator  from  Montana  [Mr.  Murray] 
are  absent  on  official  business. 

I  also  announce  that  the  Senator  from 
Washington  [Mr.  Magnuson]  is  absent 
because  of  illness,  and  that  the  Senator 
from  Virginia  [Mr.  Byrd]  is  absent  be¬ 
cause  of  illness  in  his  family. 

I  further  announce  that,  if  present  and 
voting,  the  Senator  from  New  Mexico 
[Mr.  Chavez],  the  Senator  from  Rhode 
Island  [Mr.  Green],  the  Senator  from 
Alaska  [Mr.  Gruening],  the  Senator  from 
Washington  [Mr.  Magnuson],  the  Sen¬ 
ator  from  Montana  [Mr.  Mansfield], 
the  Senator  from  Wyoming  [Mr.  Mc¬ 
Gee],  the  Senator  from  Oklahoma  [Mr. 
Monroney]  ,  and  the  Senator  from  Mon¬ 
tana  [Mr.  Murray]  would  each  vote 
“yea.” 

Mr.  KUCHEL.  I  announce  that  the 
Senator  from  Maryland  [Mr.  Butler] 
is  absent  on  official  business  for  the 
Committee  on  Interstate  and  Foreign 
Commerce. 

The  Senator  from  Kentucky  [Mr. 
Cooper]  is  absent  on  official  business. 

The  result  was  announced — yeas  60, 
nays  27,  as  follows: 

yeas — 60 


Bartlett 

Bible 

Byrd,  W.  Va. 

Cannon 

Carroll 


Case,  S.  Dak. 

Church 

Clark 

Curtis 

Dodd 


Douglas 

Dworshak 

Eastland 

Eilender 

Engle 


Ervin 

Kefauver 

Proxmire 

Frear 

Kennedy 

Randolph 

Fulbright 

Kerr 

Robertson 

Gore 

Langer 

Russell 

Hart 

Long 

Smathers 

Hartke 

McCarthy 

Sparkman 

Hayden 

McClellan 

Stennis 

Hennings 

McNamara 

Symington 

Hill 

Morse 

Talmadge 

Holland 

Moss 

Thurmond 

Humphrey 

Mundt 

Wiley 

Jackson 

Muskie 

Williams,  N.J. 

Johnson,  Tex. 

Neuberger 

Yarborough 

Johnston,  S.C. 

O’Mahoney 

Young,  N.  Dak. 

Jordan 

Pastore 

NAYS— 27 

Young,  Ohio 

Aiken 

Case,  N.J. 

Lausche 

Aliott 

Cotton 

Martin 

Anderson 

Dirksen 

Morton 

Beall 

Goldwater 

Prouty 

Bennett 

Hickenlooper 

Saltonstall 

Bridges 

Hruska 

Schoeppel 

Bush 

Javits 

Scott 

Capehart 

Keating 

Smith 

Carlson 

Kuchel 

Williams,  Del. 

NOT  VOTING— 

-11 

Butler 

Green 

McGee 

Byrd,  Va. 

Gruening 

Monroney 

Chavez 

Magnuson 

Murray 

Cooper 

Mansfield 

So  the  bill  (S.  144)  was  passed,  as 
follows: 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  the 
functions  and  activities  of  the  Rural  Elec¬ 
trification  Administration  and  the  Admin¬ 
istrator  of  the  Rural  Electrification  Admin¬ 
istration  which  were  transferred  to  the  De¬ 
partment  of  Agriculture  and  to  the  Secre¬ 
tary  of  Agriculture  by  Reorganization  Plan 
No.  II  of  1939  and  Reorganization  Plan  No. 
2  of  1953  are  hereby  transferred  to  the  Ad¬ 
ministrator  of  the  Rural  Electrification  Ad¬ 
ministration,  and  shall  be  exercised  and  ad¬ 
ministered  within  the  Department  of  Agri¬ 
culture  by  such  Administrator  under  the 
general  direction  and  supervision  of  the  Sec¬ 
retary  of  Agriculture;  except  that  insofar  as 
such  functions  relate  to  the  approval  or  dis¬ 
approval  of  loans  authorized  to  be  made  un¬ 
der  the  Rural  Electrification  Act  of  1936,  as 
amended,  their  exercise  by  the  Administrator 
shall  not  be  subject  to  the  supervision  or 
direction  of,  or  to  any  other  control  by, 
the  Secretary  of  Agriculture. 

The  title  was  amended,  so  as  to  read: 
“A  bill  to  modify  Reorganization  Plan 
No.  2  of  1939  and  Reorganization  Plan 
No.  2  of  1953.” 

Mr.  HUMPHREY.  Mr.  President,  I 
move  that  the  Senate  reconsider  the  vote 
by  which  the  bill  was  passed. 

Mr.  MORSE.  Mr.  President,  I  move 
to  lay  that  motion  on  the  table. 

The  PRESIDING  OFFICER.  The 
question  is  on  the  motion  of  the  Senator 
from  Oregon. 

The  motion  to  reconsider  was  laid  on 
the  table. 

Mr.  AIKEN.  Mr.  President,  the  Sen¬ 
ate  has  passed  a  bill  which,  while  it  does 
not  do  any  great  harm,  does  not  do  any 
good  for  the  REA,  and  is  virtually  mean¬ 
ingless  so  far  as  the  operation  of  the 
REA  program  is  concerned. 

On  January  14,  13  other  Senators  and 
I  submitted  a  resolution.  Senate  Resolu¬ 
tion  21,  which  is  of  very  vital  impor¬ 
tance  to  the  future  of  the  REA.  I  ask 
unanimous  consent  to  have  the  text  of 
the  resolution,  together  with  a  list  of  the 
sponsors,  printed  in  the  Record. 

There  being  no  objection,  the  resolu¬ 
tion  was  ordered  to  be  printed  in  the 
Record,  as  follows; 
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Senate  Resolution  21 

Mr.  Aiken  (for  himself,  Mr.  Kuchel,  Mr. 
Humphrey,  Mr.  Sparkman,  Mr.  Kennedy, 
Mr.  Young  of  North  Dakota,  Mr.  Cooper,  Mr. 
Mansfield,  Mr.  Hill,  Mr.  Hennings,  Mr.  Cur¬ 
tis,  Mr.  Murray,  Mr.  Langer,  aiid  Mr.  Clark) 
submitted  the  following  resolution;  which 
was  referred  to  the  Committee  on  Agricul¬ 
ture  and  Forestry : 

"Whereas  the  Comptroller  General  of  the 
United  States  in  decisions  (B-134138)  dated 
July  21,  1958,  and  October  15,  1958,  in  ques¬ 
tioning  the  validity  of  a  portion  of  a  loan 
made  by  the  Rural  Electrification  Admin¬ 
istration  to  the  Central  Iowa  Power  Cooper¬ 
ative,  Cedar  Rapids,  Iowa,  interpreted  the 
Rural  Electrification  Act,  in  the  first  deci¬ 
sion,  as  not  authorizing  loans  for  service  to 
persons  who  are  actually  without  central- 
station  service  if  they  are  located  in  an  area 
generally  served  by  a  power  supplier;  and,  in 
the  second  decision,  as  not  authorizing  loans 
to  serve  persons,  in  fact  without  service,  if 
they  are  located  "on”,  "along  side  of”,  or 
"within  a  reasonable  distance”  of  a  line  of 
a  power  supplier;  and 

"Whereas  the  Acting  Secretary  of  Agricul¬ 
ture,  in  a  letter  dated  August  7,  1958,  to  the 
Comptroller  General,  requested  reconsidera¬ 
tion  of  the  first  decision  because  it  was  in¬ 
consistent  with  the  express  provisions  of  the 
Rural  Electrification  Act,  its  legislative  his¬ 
tory,  congressional  understanding,  uniform 
administrative  practice,  and  legal  interpre¬ 
tations  and  opinions  during  the  22  years  fol¬ 
lowing  enactment  of  the  Rural  Electrifica¬ 
tion  Act  and,  by  letter  dated  October  29, 
1958  informed  the  Comptroller  General  that 
these  objections  were  equally  applicable  to 
the  interpretation  of  the  Rural  Electrification 
Act  expressed  in  the  second  decision  and 
could  therefore  not  be  agreed  to;  and 

"Whereas  the  interpretation  of  the  Rural 
Electrification  Act  proposed  by  the  Comp¬ 
troller  General  in  either  of  his  decisions,  if 
it  had  been  applied  to  the  rural  electrifica¬ 
tion  program  from  its  inception,  would  have 
prevented  that  program’s  great  contributions 
to  agriculture  and  the  rural  areas  of  the 
Nation  and  to  the  national  economy  gen¬ 
erally  and,  if  now  applied,  would  drastically 
curtail  the  future  great  potential  of  the 
rural  electrification  program;  Now,  there¬ 
fore,  be  it 

"Resolved,  That  it  is  the  sense  of  the  Sen¬ 
ate  that  the  Rural  Electricfication  Act  of 
1936,  as  amended,  continue  to  be  interpre¬ 
ted  to  authorize  the  making  of  loans  for  the 
construction  of  facilities  to  bring  electric 
service  to  persons  who  are  in  fact  not  re¬ 
ceiving  central -station  service,  and  to  con¬ 
tinue  to  serve  those  who  are  presently  being 
served,  in  accordance  with  the  Acting  Sec¬ 
retary  of  Agriculture’s  letters  of  August  7, 
1958,  and  October  29,  1958,  to  the  Comptrol¬ 
ler  General,  and  that  the  proposed  limita¬ 
tion  on  the  authority  of  the  Rural  Electri¬ 
fication  Administration  introduced  in  the 
Comptroller  General’s  decisions  of  July  21, 
1958,  and  October  15,  1958,  be  rejected  as 
contrary  to  the  clear  intent  of  the  Congress.” 

Mr.  AIKEN.  Mr.  President,  at  this 
point  I  express  the  hope  that  the  leader¬ 
ship  of  the  Senate  will  work  as  hard  and 
earnestly  for  the  adoption  of  this  vital 
resolution  as  they  have  worked  to  pass 
the  bill  which  the  Senate  has  just  passed, 
and  which,  in  my  opinion,  means  very 
little,  if  anything. 

Mr.  HUMPHREY.  I  should  like  to  say 
to  the  distinguished  Senator  from  Ver¬ 
mont,  inasmuch  as  I  am  a  cosponsor  of 
the  resolution  to  which  he  has  referred, 
that  I  pledge  to  him  the  same  kind  of 
zeal,  energy  and,  I  hope,  effective  work  as 
was  indicated  in  the  recent  vote.  I  be¬ 


lieve  that  both  of  these  measures  are  im¬ 
portant.  The  Senator  from  Vermont  can 
be  assured  of  my  cooperation. 

Mr.  AIKEN.  I  may  add  that  the  reso¬ 
lution  to  which  I  have  referred  is  com¬ 
pletely  bipartisan. 

Mr.  HUMPHREY.  The  Senator  is 
correct. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  am  much  pleased  that  the  bill 
has  been  passed.  I  wish  to  congratulate 
and  commend  the  Senator  from  Min¬ 
nesota  for  his  diligence  and  for  his  in¬ 
terest  in  the  proposed  legislation,  as  well 
as  for  the  fine  work  he  has  done. 

Mr.  HUMPHREY.  I  am  deeply  grate¬ 
ful  to  the  Senator  for  his  kind  remarks 
and  for  his  leadership  in  making  it  pos¬ 
sible  to  pass  the  bill. 


WILLAMETTE  SUPERVISOR 


IEATH  OP  ROBERT  AUFDERHEIDE, 

1  ^SUPERVISOR  OP  WILLAMETTE 
RATIONAL  FOREST 

MiVMORSE.  Mr.  President,  it  is  withy 
deep  regret  that  I  have  learned,  from  _ 
article  published  in  the  Eugene  Register- 
Guard,  o\the  passing  of  Robert  Aufaer- 
heide,  of  Eugene,  Oreg.,  the  supervisor  of 
the  Willamette  National  Forest. 

Bob  Aufderheide  was  an  outstanding 
conservationist  and  the  .monument 
which  he  leaves  yehind  is  one  which  can 
be  seen  by  all  th\  people /i  the  Nation 
as  they  visit  our  national  forests. 

I  ask  unanimous  clmsent  that  the  arti¬ 
cle  published  in  the^Register-Guard  be 
jprinted  at  this  point  irt,  the  Record. 

There  being  no/bbjecMon,  the  article 
;was  ordered  to  h/ printed\n  the  Record, 
las  follows: 


WlLLAMEl 


Forest  Supervisc 

iuFDERHEIDE,  DIES 


Robert 


Robert  Aufderheide,  supervisor  ot  the  Wil¬ 
lamette  National  Forest,  and  a  U.a,  Forest 
Service  /employee  for  nearly  25  year's,  died 
■Saturday  morning  in  a  Eugene  hospital.  He 
'had  jreen  ill  with  cancer. 

Aufderheide  was  50  years  old.  He  had 
bgen  seriously  ill  since  September  1958. 

/  Survivors  include  his  widow,  Muriel; 
daughter,  Roberta,  17,  and  two  sisters.  The 
family  lives  at  2240  Friendly  Street,  Eugene. 

Funeral  services  will  be  announced  by 
Simon-Lounsbury  Mortuary. 

OSC  GRADUATE 

A  native  of  Minnesota,  Mr.  Aufderheide  was 
graduated  from  the  School  of  Forestry,  at 
Oregon  State  College  in  1935.  He  had  been 
supervisor  of  the  Willamette  National  Forest, 
one  of  the  largest  in  the  Nation,  since  1954. 

He  began  his  professional  career  by  work¬ 
ing  on  various  assignments,  in  1934.  He  re¬ 
ceived  his  forester’s  appointment  in  1935  and 
was  assigned  to  the  Rogue  River  National 
Forest. 

In  1936  he  was  transferred  to  the  Siuslaw 
National  Forest.  There  he  worked  through 
the  ranks  from  assistant  ranger  to  the  super¬ 
visor’s  staff  in  Corvallis. 

In  recognition  for  his  knowledge  in  the 
field  of  research,  Mr.  Aufderheide  was  pro¬ 
moted,  in  1946,  to  be  forester  in  charge  of 
the  Western  Oregon  Work  Center  (now  Wil¬ 
lamette  Research  Center)  of  the  Pacific 
Northwest  Forest  and  Range  Experiment  Sta¬ 
tion  at  Corvallis. 

Four  years  later,  he  was  made  supervisor 
of  the  Umpqua  National  Forest  at  Roseburg. 
This  was  his  assignment  until  1954,  when  he 
replaced  retiring  J.  R.  Bruckart  as  super¬ 
visor  of  the  Willamette  Forest  at  Eugene. 


Mr.  Aufderheide  was  recently  cited  for 
|  outstanding  work  in  connection  with  jiis  ad- 
j  ministration  of  the  Willamette  forest.  For 
his  overall  accomplishments,  he  was  given 
a  $300  cash  award  by  the  regional  forester, 
J.  Herbert  Stone.  / 

Stone  said  Saturday  mornffig  that  "Mr. 
Aufderheide  has  set  a  splepflid  example  of 
public  service,  particularly'  in  the  field  of 
timber  management  and/research — his  loss 
will  be  keenly  felt. 

A  soft-spoken  manjSlr.  Aufderheide  dur¬ 
ing  his  professional  career  made  many 
friends  within  the/service  and  also  in  the 
timber  industry. 

ET  WELL  NOTE 

At  a  recent  meeting  of  forestry  school 
alumni  at  Oregon  State  College,  more  than 
300  signatures  were  placed  on  a  "get  well” 
note. 

-During  his  administration  of  the  Willa- 
mette/orest,  an  era  of  expansion  and  change 
took/place,  including  an  accelerated  pro¬ 
gram  of  timber  sales  and  considerable  in¬ 
creased  attention  to  recreational  demands. 

Much  in  demand  as  a  public  speaker,  Mr. 
Aufderheide  appeared  at  dozens  of  meetings 
in  Lane  County  to  explain  various  phases 
and  purposes  of  forest  service  policy. 

During  a  visit  to  Eugene  last  summer. 
Secretary  of  Agriculture  Ezra  Taft  Benson, 
who  has  responsibility  for  the  forest  service, 
sent  a  personal  message  to  Mr.  Aufderheide 
at  the  hospital. 


THE  LACK  OP  A  FARM  BILL 

Mr.  LANGER.  Mr.  President,  I  ask 
unanimous  consent  to  have  printed  in 
the  body  of  the  Record  a  statement  by 
me  concerning  the  lack  of  a  farm  bill. 

There  being  no  objection,  the  state¬ 
ment  was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Statement  by  Senator  Langer 

On  several  occasions  this  year,  I  have 
asked  the  leadership  when  are  we  going  to 
have  a  farm  bill?  The  majority  leader 
graciously  stated  “that  as  soon  as  the  Com¬ 
mittee  on  Agriculture  reports  out  a  farm 
bill,  I  will  see  to  it  that  it  gets  top  pri¬ 
ority.” 

During  the  recent  campaign  in  North  Da¬ 
kota,  the  opposition  to  the  Republican 
vParty  made  great  use  of  paid  advertise¬ 
ments,  showing  the  prices  the  farmer  re¬ 
ceived  for  his  products  in  1952  as  compared 
toYhat  he  was  receiving  in  1958  and  further, 
what  the  farmer  was  paying  for  farm  ma¬ 
chinery  in  1952  and  what  he  had  to  pay  in 
1958.  'These  advertisements  were  placed  in 
every  county  newspaper  and  undoubtedly 
had  a  profound  effect  on  the  election  results. 
As  I  have  ^stated  on  the  floor,  I  have  been 
patiently  waiting  for  a  good  farm  bill  to  be 
reported  out'toy  the  Committee  on  Agricul¬ 
ture.  I  have  received  thousands  of  requests, 
and  I  do  not  exaggerate  that  figure,  asking 
me  what  Congress,  is  going  to  do  about  a  new 
farm  bill  and  wither  Congress  will  pass 
such  a  bill  before  seeding  time. 

In  previous  yearsXthe  division  of  votes 
between  Republican  \nd  Democratic  Sen¬ 
ators  was  very  narrowYand  the  Democrats 
took  great  delight  in  placing  the  blame  of 
the  farm  situation  on  the  President  and 
Secretary  Benson,  but  now,  the  Senate  is 
predominantly  Democratic,  Zvto  1,  and  they 
must  assume  the  full  blame  fqr  the  lack  of 
the  passage  of  a  good  farm  bill.' 

I  have  written  my  constituents  repeatedly 
that  the  Congress  is  controlled  byShe  Demo¬ 
crats  and  if  they  present  a  good  farm  bill, 
I  will  vote  for  it  and  if  President,  Eisen¬ 
hower  should  veto  it,  I  will  vote  tb^  over- 
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ricffMiis  veto.  The  new  farm  bill  Is  solidly 
and  Ynequi vocally  on  the  back  of  the  Sen¬ 
ators  from  the  Democratic  side  of  the  aisle. 
January^  February,  March,  and  now  we  are 
approaching  the  middle  of  April  and  still 
no  farm  bW  and  further,  from  what  I  have 
been  able  to\observe,  there  doesn’t  even  ap¬ 
pear  to  be  a  new  farm  bill  on  the  horizon. 

Recently  I  appeared  before  a  subcom¬ 
mittee  of  the  Committee  on  Agriculture, 
urging  that  theyNtake  action  immediately 
on  a  farm  bill.  Several  farm  bills  supported 
by  North  Dakota  constituents  were  being 
discussed.  What  I  ad»  saying  here,  I  said 
before  that  CommitteeVon  Agriculture.  I 
urged  them  to  act  imriiediately.  I  don’t 
want  to  appear  overbearing\but  at  least  once 
a  week,  I  shall  stand  on  tte  floor  of  the 
Senate  and  remind  the  Senators  that  al¬ 
though  they  were  most  stirringOn  their  ap¬ 
peals  to  the  farmer  before  November  elec¬ 
tion,  however,  they  appear  to  be  very  silent 
since  November  in  the  passage  o\a  good 
farm  bill.  . 

I  simply  do  not  believe  in  hyprocrisv.  If 
these  farmers  were  being  robbed  and  charted 
and  put  out  of  business,  as  was  so  strongly 
stated  by  the  Democratic  opposition  last  fall, 
why  haven’t  they  done  something  to  remedj 
the  situation;  why  haven't  they  at  least  re¬ 
ported  a  bill  out  of  the  committee  which 
they  control  2  to  1?  Certainly  the  farmers 
of  the  Midwest  are  entitled  to  better  treat¬ 
ment  than  they  have  been  getting.  Be¬ 
cause  I  know  they  should  get  a  better  deal, 
I  wish  to  add  my  voice  to  those  of  the  farm¬ 
ing  population  who  are  asking  for  a  square 
deal  from  the  Congress.  I  reiterate,  I,  also, 
wish  to  assure  the  Democratic  leadership 
that  if  they  will  report  out  a  decent  farm 
bill,  I  will  not  only  vote  for  it,  but  if  the 
President  vetoes  it,  I  will  vote  to  override 
the  veto. 


USE  OF  MAILS  FOR  DISTRIBUTION 
OF  OBSCENE  MATERIAL 

Mr.  LANGER.  Mr.  President,  an  As¬ 
sociated  Press  story  reveals  an  announce¬ 
ment  by  Postmaster  General  Summer- 
field  of  the  simultaneous  raids  on  the 
New  York  City  headquarters  of  three 
men,  whom  he  described  as  among  the 
east  coast’s  largest  dealers  in  obscenity. 
I  am  most  happy  to  read  of  these  raids 
which  followed  the  opening  of  a  sealed 
indictment  returned  by  a  Federal  grand 
jury  in  New  York,  charging  the  men  with 
using  the  mails  to  distribute  obscene  and 
pornographic  films,  slides,  pictures,  and 
circulars. 

I  am  glad  the  Post  Office  Department 
as  well  as  the  U.S.  attorney’s  offices /nd 
State  and  city  law  enforcement  groups 
are  constantly  striving  to  wipe  frera.  the 
face  of  this  country  peddlers  of  filth  who 
are  contaminating  the  min^s  of  our 
young. 

As  the  ranking  Republican  on  the  Sen¬ 
ate  Juvenile  Delinquency/Subcommittee 
for  a  number  of  years/!  am  happy  to 
note  that  our  subcommittee  conducted 
investigations  and  hearings  into  the  dis¬ 
tribution  and  sale  qi pornographic  mate¬ 
rial,  which  amounted  to  a  $500  million-a- 
year  business.  A.  a  result  of  our  hear¬ 
ings,  we  were/ole  to  wipe  out  five  or  six 
of  the  large/:  producers  and  distributors 
of  pornographic  material.  Some  went  to 
jail;  others  were  forced  out  of  business  by 
injunction. 

I  have  received  thousands  of  letters 
frojn  parents  and  religious  and  civic  or¬ 
ganizations  urging  the  subcommittee  to 
do  everything  it  can  to  stop  the  produc¬ 


tion  and  distribution  of  pornographic 
material. 

I  ask  unanimous  consent  that  the  ar¬ 
ticle  which  was  published  in  the  Wash¬ 
ington  Evening  Star  of  March  7  be 
printed  at  this  point  in  my  remarks. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

[From  the  Washington  Star,  Apr.  7,  1959] 
Postal  Obscenity  Raids  Net  Three  Biggest 
Dealers 

Postmaster  General  Summerfleld  today 
announced  simultaneous  raids  on  the  New 
York  City  headquarters  of  three  men  whom 
he  described  as  among  “the  east  coast's 
largest  dealers  in  obscenity.” 

The  raids,  by  postal  inspectors  and  U.S. 
marshals,  followed  the  opening  of  a  sealed 
indictment  returned  by  a  Federal  grand  jury 
in  New  York  charging  the  men  with  using 
the  mails  to  distribute  obscene  and  porno¬ 
graphic  films,  slides,  pictures,  and  circulars. 

DESCRIBED  AS  DEFIANT 

Mr.  Summerfleld  described  those  involved 
as  “defiant  and  ruthless  purveyors  of  mail 
order  filth.” 

Those  named  in  the  indictment,  Mr.  Sum- 
\erfield  said,  were: 

Sen  Himmel,  43,  of  Forest  Hills,  Long 
Island,  operator  of  Pigalle  Imports. 

William  Glanzman,  33,  Atlantic  Beacl 
N.Y.,  operator  of  Monart,  Inc.,  and  Bow/y 
Enterprises. 

Sidney  Ypss,  40,  Brooklyn,  operating  Jeffer¬ 
son  Creations,  Milco  Specialties,  and  ^lama- 
color  Productions. 

Mi-.  Summesfield  said  each  oV  the  men 
had  a  long  record  of  using  the  /nails  to  sell 
obscene  material  and  had, /n  the  past, 
adopted  fictitious  \iames  when  the  Depart¬ 
ment  attempted  to  D^r  thejn  from  using  the 
mails. 

FLOOD  OF  CAKtPLAINTS 

He  said  the  Post  Gmioe  Department  has 
had  a  flood  of  comjwainta.  from  clergymen, 
parent-teacher  a/ociationk  high  school 
principals,  college  presidents,  newspaper 
editors,  and  ala/tned  parents. 

“The  purpose  of  today’s  coordinated  raids, 
which  is  th/largest  single  action  record,” 
Mr.  Summatfield  said,  “was  to  seize \he  oper¬ 
ators  an/lmpound  enough  evidence \o  once 
and  foyall  put  these  offenders  out  oi\busi- 
ness.’ 


)IATION  HAZARD  ACT  OF  195£ 

Mr.  HILL.  Mr.  President,  I  introduce 
for  appropriate  reference  a  bill  which 
will  vest  in  the  U.S.  Public  Health  Service 
the  primary  responsibility  for  develop¬ 
ing,  in  consultation  with  State  and  local 
health  authorities,  a  program  to  protect 
the  public  health  and  safety  from  the 
perils  implicit  in  manmade  sources  of 
ionizing  radiation. 

Shortly  before  the  Easter  recess  a  re¬ 
port  was  made  to  the  Surgeon  General 
of  the  U.S.  Public  Health  Service  by  the 
National  Advisory  Committee  on  Radia¬ 
tion.  That  committee  made  it  clear  that 
the  absence  of  a  comprehensive  program 
through  which  the  health  hazards  of  all 
sources  of  ionizing  radiation  may  be 
brought  under  supervision  appears  to  be 
an  important  weakness  in  this  Nation’s 
efforts  to  control  radiation.  The  bill 
which  I  am  introducing,  Mi’.  President, 
is  based  upon  the  report  of  this  commit¬ 
tee  of  outstanding  scientists  and  has  as 
its  objective  the  carrying  out  of  the  com¬ 
mittee’s  recommendation  that  primary 
responsibility  for  the  Nation’s  protection 


over  radiation  hazards  be  established  in 
a  single  agency  of  the  Federal  Govern¬ 
ment  and  that  that  agency  should  be  the/ 
U.S.  Public  Health  Service. 

Here,  briefly  stated,  is  what  the 
will  do.  It  declares  it  to  be  the  policy 
of  this  Government  that  primaw  re¬ 
sponsibility  for  the  protection/of  the 
public  health  from  radiation/hazards 
shall  be  vested  in  the  Public  Health  Serv¬ 
ice  and  in  State  and  local  health  authori¬ 
ties.  It  instructs  the  Suvgeon  General 
to  develop,  in  consultation  with  Federal, 
State,  and  local  agencies  exercising  re¬ 
sponsibilities  in  conn/ftion  with  the  con¬ 
trol  of  radiation  ha/rds,  uniform  stand¬ 
ards  of  radiation  protection.  It  author¬ 
izes  the  SurgeoryGeneral  to  conduct  re¬ 
search,  studiesymvestigations,  and  train¬ 
ing  programs/with  respect  to  the  control 
of  radiation/ hazards  both  directly  and 
through  grants-in-aid.  It  establishes 
a  National  Advisory  Council  on  Radia¬ 
tion  Hazard  Control,  to  be  appointed  by 
the  Resident  and  to  consist  of  15  mem¬ 
ber/  including  the  Surgeon  General  of 
th6  U.S.  Public  Service,  the  Secretary  of 
defense,  the  Chairman  of  the  Atomic 
’'Energy  Commission,  and  the  Director  of 
the  National  Science  Foundation.  And 
finally,  it  requires  the  Surgeon  General 
to  submit  to  the  Congress  not  later  than 
February  28,  1960,  a  comprehensive  pro¬ 
gram  for  the  control  of  radiation  hazards 
emanating  from  all  manmade  sources. 
This  program  will  be  developed  by  the 
Surgeon  General  after  consultation  with 
Federal,  State,  and  local  agencies  exer¬ 
cising  responsibilities  in  connection  with 
the  control  of  radiation  hazards. 

The  problem  which  this  bill  is  meant 
to  help  resolve,  Mr.  President,  is  that  of 
the  peril  to  ourselves,  our  children,  and 
to  the  future  of  the  entire  human  race 
which  has  resulted  from  the  creation 
and  the  rapid  development  of  manmade 
sources  of  potentially  destructive  radia¬ 
tion. 

It  is  a  problem  to  which  many  of  our 
colleagues  have  persuasively  addressed 
themselves.  Only  a  few  days  ago  the 
Senator  from  New  Mexico  [Mr.  Ander¬ 
son],  chairman  of  the  Joint  Committee 
ton  Atomic  Energy,  the  Senator  from 
linnesota  [Mr.  Humphrey],  chairman 
ok  the  Foreign  Relations  Subcommittee 
on\pisarmament,  and  other  Senators 
joined  in  a  most  thought-provoking  dis- 
cussioW  of  the  radiation  hazard  which 
confront  us  all.  On  several  occasions 
the  Senator  from  Rhode  Island  [Mr.  Pas- 
tore]  whose  concern  with  the  protection 
of  the  people’s  health  is  so  well  known 
to  us  all,  ha\  spoken  on  this  problem. 
And  the  recorcKshows  that  many  Mem¬ 
bers  of  the  Ho*to;e  of  Representatives 
have  spoken  to  altot  the  Nation  to  the 
necessity  of  coming  grips  with  the  risks 
and  hazards  of  ionizing  radiation. 

It  is  because  what  they  have  said  has 
been  so  well  said  that  Y  will  speak  but 
briefly  of  the  problem  as'I  see  it.  Man 
in  the  last  half  century  nas  let  loose 
in  the  world  forces  which  wtedo  not  as 
yet  fully  understand.  We  doSjiot  fully 
know  either  their  potentialitiesW  their 
hazards.  The  data  on  which  to  base  con¬ 
clusions  is  scanty.  The  conclusions  so 
far  arrived  at  are  altogether  tentative. 
The  one  single  and  apparently  universal- 
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HIGHLIGHTS:  House  Rules  Committee  cleared  hill  to  give  REA  Administrator  authority 
over  all  loans.  Sen.  Keating  introduced  and  discussed  bill  to  make  it  Federal 
offense  to  assault  or  kill  certain  Federal  employees. 


SENATE 

1.  TRADE  FAIRS.  The  Finance  Committee  reported  without  amendment  H.  R.  5508,  to 

provide  for  the  fr/e  importation  of  articles  for  exhibition\at  fairs,  exhibi¬ 
tions,  or  expositions  (S.  Rept.  162).  p.  5133 

2.  AIR  POLLUTION.  /The  Public  Works  Committee  reported  with  amendment  S.  441,  to 

extend  the  d/ratien  of  the  Federal  air  pollution  control  law  (S.  N^ept .  182). 
pe  5133 

3.  ELECTRIFICATION.  The  Public  Works  Committee  reported  without  amendmerk  S.  114, 

to  provide  for  equal  treatment  of  all  State-owned  hydroelectric  power  projects 
with  respect  to  the  taking  over  cf  such  projects  by  the  U.  S,  (S.  Rept. \86) 
p.  5/33 

en.  Kuchel  inserted  an  address  by  the  Commissioner  of  Reclamation,  "Hydro¬ 
power  and  the  Bureau  of  Reclamation,"  discussing  the  hydroelectric  program  of 
that  Bureau,  pp.  5153-5 
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10.  ELECTRIFICATION.  The  Rules  Committee  reported  a  resolution  for  consideration  o: 

H.  R.  1321,  to  give  the  REA  Administrator  authority  over  all  loans*'/.  ■’ 

p*  -5203>u  -^2  ' 

11.  PERSONNEL*  The  Rules  Committee  reported  a  resolution  for  the  consideration  of 

H.  R.  4601,  a  bill  to  amend  the  actyoKsept.  1,  1954,  to  limit  to  cases  in¬ 
volving  national  security  the  prohiDitipn  on  payment  of  annuities  and  retired 
pay  to  Federal  employees0  . 'pp‘.  ^3-4  \  -  . 

Received  from  the  Civil  Service  Commission  a  proposed  bill  "to  provide  cer¬ 
tain  survivor  annuities  payabler  from  the  ci\il  service  retirement  and  dis¬ 
ability  fund";  to  the  Post  Office  and  Civil  Service  Committee,  p.  5203 

12.  FARM  APPRAISALS.  A  subcommittee  of  the  Agriculture  Committee  ordered  reported 

with  amendment  to  the  fulJ:  committee  H.  R.  5740, \o  amend  the  Federal  Farm  Loai 
Act  to  transfer  responsibility,  for  making  appraisals  from  the  Farm  Credit  Ad¬ 
ministration  to  the  Federal  land  banks,  p.  D237  \ 

13.  WATER  POLLUTION.  Ren/  Dingell  criticized  the  Presidents  water-pollution  con¬ 

struction  grant  request  and  inserted  a  thble  showing  what  "tbe  dollar  loss  to 
the  States  will  b/  if  the  full  amount  of  this  program  is \iot  appropriated." 
p.  5205  /  \ 

14.  POSTAGE  RATES./ A  subcommittee  of  the  Post  Office  and  Civil  Service  Committee 

ordered  repotted  to  the  full  committee  H.  R.  5212,  to  revise  the  minimum  charg< 
on  pieces  or  mail  of  odd  sizes  and  shapes,  p.  D238  \ 

15.  HOUSING.  /Rep.  Hiestand  criticized  the  Senate-passed  housing  bill  td  the  House 

subcomr/ttee  housing  bill,  stating  that  "both  bills  are  exhorbitant\and  ex¬ 
cessive,"  and  urged  austerity,  pp.  5192-6  \ 

16.  PROPERTY.  Received  from  the  Alaska  Legislature  a  memorial  urging  Congress  to 

pa^ss  S.  910,  to  authorize  the  payment  to  local  governments  of  sums  in  lieu  of 
taxes  and  special  assessments  with  respect  to  certain  Federal  real  property. 

<p.  5205 
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CONSIDERATION  OF  H.R.  1321 


April  13,  1959. — Referred  to  the  House  Calendar  and  ordered  to  be  printed 


Mr.  Bolling,  from  the  Committee  on  Rules,  submitted  the  following 

REPORT 

[To  accompany  H.  Res.  236] 

The  Committee  on  Rules,  having  had  under  consideration  House 
Resolution  236,  report  the  same  to  the  House  with  the  recommenda¬ 
tion  that  the  resolution  do  pass. 
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86th  CONGRESS 
1st  Session 


House  Calendar  No.  48 

H.  RES.  236 

[Report  No.  266] 


IN  THE  HOUSE  OF  REPRESENTATIVES 

April  13, 1959 

Mr.  Bolling,  from  the  Committee  on  Rules,  reported  the  following  resolution ; 
wThich  was  referred  to  the  House  Calendar  and  ordered  to  be  printed 


RESOLUTION 

1  Resolved ,  That  upon  the  adoption  of  this  resolution  it 

2  shall  be  in  order  to  move  that  the  House  resolve  itself  into 

3  the  Committee  of  the  Whole  House  on  the  State  of  the  Union 

4  for  the  consideration  of  the  bill  (H.R.  1321)  to  amend 

5  Reorganization  Plan  Numbered  2  of  1953.  After  general 

6  debate,  which  shall  be  confined  to  the  bill,  and  shall  continue 

7  not  to  exceed  two  hours,  to  be  equally  divided  and  controlled 

8  by  the  chairman  and  ranking  minority  member  of  the  Com- 

9  mittee  on  Government  Operations,  the  bill  shall  be  read  for 

10  amendment  under  the  five-minute  rule.  At  the  conclusion 

11  of  the  consideration  of  the  bill  for  amendment,  the  Commit- 

12  tee  shall  rise  and  report  the  bill  to  the  House  with  such' 

13  amendments  as  may  have  been  adopted,  and  the  previous 
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1  question  shall  be  considered  as  ordered  on  the  bill  and 

2  amendments  thereto  to  final  passage  without  intervening 

3  motion  except  one  motion  to  recommit. 
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1.  ELECTRIFICATION.  Began  debate  on  H.  R.  1321,  to  provide  that  the  REA  Adminis¬ 
trator  shall  net  be  subject  to  the  control  of  the  Secretary  in  the  approval  of. 

■see  Digest  49  for  a  summary.of  the  bill),  pp.  5228-39 

rrmfEYee  reported  with  amendment  IT7— Kr; — i4bU,  tfld  IVA'Seif- 

ipt.  271.  p.  52L9  \ 

without  amendment  H,  J,  Res,  336,  mo  provide  a  supple- 
f  $40  million  to  the  Labor  Department\for  unemployment 
to  veterans  and  former  Federal  employees,  pp.  5207-8 

eported  H.  R.  4601,  to  limit  to  cases  involving' 

the  prohibition  against  the  payment  of  annuities  and  re- 

and  employees  of  the  U.  S.  pp.  5218-24  \ 

ON.  Rep.  Lane  urged  the  enactment  of  legislation  to  ex- 
oyment  compensation  payments  and  to  provide  more\ uniform- 
n  making  payments,  pp.  5240-1  \ 


-  2  - 


)RESTRY.  Rep.  Green,  Ore.,  inserted  an  Ore.  Legislature  resolution  urging  t 
_?pr6priation  of  $30  million  for  the  fiscal  year  1960  for  the  construction 
acfeess  roads  in  the  national  forests,  pp.  5426-7 


6.  LEGISLATIVE  PROGRAM.’  Rep.  McCormack  announced  that  if  rules  are  reported/by  the 
Rules  Committee  the  military  construction  authorization  bill  will  be  considered 


this  week  and  the  housing  bill  will  be  considered  next  week.  p.  5209, 


ITEMS  IN  APPENDIX 


7.  FARM  PROGRAM.  NRep.  Alger  inserted  Secretary  Benson’s  speech  before  the  50th 
annual  convention  of  Texas  Cotton  Ginners’  Ass’n  on  April  7th,  /pp.  A3045-6 


8.  FAIR  TRADE.  Rep.  A^ger  inserted  2  editorials  opposing  fair  tyade  laws, 
p.  A3040 ,  3042-9 

Rep.  Dingell  inserted  a  Budget  Bureau  letter  recommending  against  enactment 
of  H.  R.  768,  to  amena\the  Federal  Trade  Commission  Act, /as  amended,  so  as  to 
equalise  rights  in  the  distribution  of  identified  merchandise,  p.  A3056 


9.  PERSONNEL.  Speeches  in  the\Hcuse  of  Rep.  Rees,  Kans. /and  Rep.  Fulton  during 
debate  on  H,  R,  4601,  to  limit  to  cases  involving  the  national  security  the 
prohibition  on  payment  of  anilities  to  Federal  employees,  pp.  A3052-5,  A3057 


10.  BUDGET.  Rep.  Halleck  inserted  srateraents  of  Republican  Congressmen  showing  the 
support  of  their  districts  for  tnte  President ’ s/Budget ,  Defense,  and  ’’resistance 
to  spendthrift  Federal  programs.”  \>p,  A3017-j 


11.  MUTUAL  SECURITY.  Rep.  Levering  inserted  several  articles  critical  of  the 
foreign  aid  program  and  administration 'of/the  program,  p.  A3019. 


12.  FARM  PROGRAM,  Rep.  Michel  inserted  a  Chicago  Tribune  article,  "Where  The  Farm 
Subsidies  Go,”  quoting  Sen,  Williams , /Del.  \as  saying  "the  high  rigid  support 
program  is  little  more  than  a  Goveriynent  guarantee  on  the  operations  of  corpo¬ 
rate  type  farming  ..."  p.  A3028-9 


13.  AREA  REDEVELOPMENT.  Rep.  Flood  i/serted  a  Wilkes-Barre  Chamber  of  Commerce 

resolution  supporting  the  Dougl/s-Flood  area  rerdev/lopment  bill.  pp.  A3030-1 


14.  TEXTILES;  EMPLOYMENT.  Rep,  L/ne  inserted  the  April  Textile  Workers  Union  Fact 
Sheet  on  employment  figures/ in  textile  areas,  pp.  A3U36-7 


15.  GOVERNMENT  BUSINESS  OPERA/IONS.  Rep.  Alger  inserted  a  statement  opposing  any 
Government  business  ope/at  ions  and  asking  for  a  repeal  of  o(ie  Federal  income 
tax.  pp.  A3042-3 


BILLS  INTRODUCED 


16.  TAXATION.  H.  R.  6356,  by  Rep.  Cramer,  to  amend  the  Internal  Revenue  Code  of 

1954  to  provide/chat  annuities  under  the  Civil  Service  Retirement  A<;t  shall  not 
be  subject  to  the  income  tax;  to  Ways  and  Means  Committee. 

H.  R.  636{j/  by  Rep.  Herlong,  to  repeal  the  tax  on  transportation  o^  persons; 
to  Ways  and /Means  Committee, 


17.  PERSONNEL/  H.  R.  6370,  by  Rep.  Lane,  to  provide  for  absence  from  duty  by  Civilian 
officer/  and  employees  of  the  Government  on  certain  days;  to  Post  Office  aw 
Civil ^Service  Committee. 

Hj/J .  Res.  338,  by  Rep.  Wolf,  declaring  Good  Friday  in  each  year  to  be  a 
legqi  holiday;  to  Judiciary  Committee.  Remarks  of  author,  p.  5240 
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months  to  find  suitable  office  space  for 
$75  Rer  month — the  sum  I  was  allowed. 
I  could  not  find  it.  One  small  room  I 
might  have  had,  but  no  more. 

My  constituents  rarely  call  one  at  a 
time.  Often  several  delegations  visit 
me  at  the  same  time.  Each  person  con¬ 
siders  his  or 'her  business  private,  and 
I  respect  that  privacy.  For  that  reason 
alone,  a  Membervof  Congress  should  al¬ 
ways  have  at  leasr^wo  rooms  for  a  busi¬ 
ness  office. 

In  desperation  I  aslted  the  judge  of  the 
Federal  district  courtNjf  I  might  have 
the  use  of  his  chambers'll!  the  Post  Of¬ 
fice  Building.  He  gracioiNv  granted  my 
request  and  so  this  spaceNhecame  my 
principal  district  office.  The  judge’s 
chambers  are  lovely  and  thN. Govern¬ 
ment  was  saved  $900  per  yeai\  How¬ 
ever,  when  a  session  of  court  i\  held, 
my  files  are  moved  into  other  quarters 
temporarily  and  my  staff  and  I  ankin 
the  halls  or  other  places  in  the  building 
None  of  us  has  ever  particularly  mindec 
this  for  any  reason  other  than  the  in¬ 
convenience  it  causes  my  constituents, 
and  court  sessions  seldom  last  more  than 
a  week  at  the  time. 

For  many  years  before  coming  to  Con¬ 
gress,  I  was  a  member  of  the  State  legis¬ 
lature  and  Democratic  National  Com- 
mitteewoman.  For  this  reason  it  became 
imperative  that  I  have  office  space  at 
home.  At  considerable  expense,  my  hus¬ 
band  and  I  remodeled  our  house  to  pro¬ 
vide  for  this. 

One  office  was  never  enough  for  my 
district,  and  I  continued  to  maintain  this 
second  office  after  I  was  elected  to  Con¬ 
gress.  During  the  7  months  that  Con¬ 
gress  is  in  session  activity  is  light  in  both 
district  offices.  It  is  necessarily  concen¬ 
trated  in  the  Washington  office.  But, 
when  we  adjourn,  and  I  go  home,  most 
of  my  staff  go  with  me.  There  are  one, 
two,  or  three  people  in  each  district  office 
at  all  times,  and  the  Washington  office 
is  also  left  open.  I  spend  my  time  in 
all  three  of  them  during  these  months 
and  in  traveling  back  and  forth  over  the 
district  making  speeches  and  learning  as 
much  as  possible  the  continuing  needs  of 
the  people. 

Qn  August  1,  1957,  the  Congress  took 
official  recognition  of  the  need  of  two/ 
congressional  district  offices  and  mac 
$100  per  month  available  for  this  pyfc- 
pose.  Whether  or  not  this  action  /had 
been  taken  I  would  have  continued  to 
use  the  facilities  of  my  home  for  the 
benefit  of  the  grand  people  I,  represent. 
Nevertheless,  I  do  not  hesitate/co  express 
my  gratitude  for  the  compensation. 
When  I  came  to  Congress/I  had  a  few 
thousand  dollars  of  my  own  and  I  owed 
not  a  cent  in  the  world?  *  Now  I  am  in 
debt  by  several  thousands  of  dollars. 
Fortunately,  my  husband  and  I  own  some 
property  and  my  creditors  are  safe,  al¬ 
though  I  have  jt pent  many  sleepless 
nights  worrying/bout  the  accumulation 
of  debts,  and  I /ould  state  this  unequivo¬ 
cally.  Regardless  of  the  expense  and 
many  othejr  personal  sacrifices,  I  am 
proud  and'  grateful  of  the  opoprtunity 
of  representing  the  people  of  the  Eighth 
Congressional  District  of  Georgia  in  the 
Congcess  of  the  United  States,  and  I  shall 


continue  to  represent  them  here  so  long 
as  they  and  the  gentle  hand  of  provi¬ 
dence  provide  the  opportunity. 

Mr.  Chairman,  the  discreditable  story 
of  Mr.  Trimble  did  me  no  harm  among 
the  people  of  the  Eighth  Congressional 
District  of  Georgia.  I  received  only  one 
letter  from  one  constituent,  and  that  let¬ 
ter  was  to  praise  me  for  saving  the  Gov¬ 
ernment  $900  a  year.  Although  the  na¬ 
tional  press  and  television  carried  the 
story,  not  a  single  daily  or  weekly  paper 
published  in  Georgia’s  Eighth  District 
carried  his  version  of  the  story.  Only 
one  paper  carried  the  straight  story  of 
the  rental. 

The  type  story  Mr.  Trimble  wrote 
inspires  the  pathologically  sick  to  take 
their  pens  or  pencils  in  hand.  I  received 
approximately  40  letters  and  postcards 
from  the  Northeastern  States  lambasting 
me  in  various  types  of  language,  but  most 
of  these  lacked  the  courage  to  sign  their 
names.  There  were  a  few  who,  of 
course,  were  honestly  indignant.  Since 
[hey  do  not  know  me  personally,  I  can 
iderstand. 

:hese  letters  are  living  proof  of  the, 
disservice  Mr.  Trimble  has  performed  foi 
his  profession  and  for  the  American 
people; 

In  collusion,  Mr.  Chairman,  I  /ould 
say,  “LongShve  the  freedom  of  the ^Ameri¬ 
can  press.”\  And  I  want  to  assure  the 
Members  of  \his  body  that  my  strong- 
belief  in  this  freedom  is  not  one  whit 
deterred  by  the  disgrace  that  one  mem¬ 
ber  of  the  fourth,  estate'  has  brought 
upon  that  basic  insu^utij/n  of  our  Ameri¬ 
can  way  of  life. 

Mr.  BROOKS  of\  Louisiana.  Mr. 
Chairman,  I  have  n/ furajer  requests  for 
time. 

Mr.  FULTON/ Mr.  Chairman,  I  have 
no  further  requests  for  time\ 

The  CHAIRMAN.  The  ClerNwill  read 
the  bill  for  /nendment. 

The  Cl/v  read  as  follows: 

Be  it  enacted  by  the  Senate  and  Hod^e  of 
Representatives  of  the  United  States\of 
America  in  Congress  assembled,  That  (£ 
ther/s  hereby  authorized  to  be  appropriated 
to  yhe  National  Aeronautics  and  Space  Ad- 
tistration  for  the  fiscal  year  1959  the  sum 
$48,354,000  as  follows: 

(1)  For  an  additional  amount  for  “Salaries 
and  expenses”,  $3,354,000. 

(2)  For  an  additional  amount  for  “Re¬ 
search  and  development”,  $20,750,000.  v 

(3)  For  an  additional  amount  for  “Con¬ 
struction  and  equipment”,  $24,250,000  as 
follows : 

(A)  Jet  Propulsion  Laboratory,  Pasadena, 
California:  New  facilities,  improvements  to 
existing  facilities,  and  approximately  seventy 
acres  of  land,  $9,000,000;  and 

(B)  Various  locations:  Global  range  track¬ 
ing  and  communication  facilities  and  equip¬ 
ment,  and  propulsion  development  facilities, 
$15,250,000. 

(b)  Authorization  is  hereby  granted 
whereby  either  the  amount  prescribed  in 
subparagraph  (A)  or  the  amount  prescribed 
in  subparagraph  (B)  of  subsection  (a)  (3) 
may,  in  the  discretion  of  the  Administrator 
of  the  National  Aeronautics  and  Space  Ad¬ 
ministrator,  be  varied  upward  5  per  centum 
to  meet  unusual  cost  variations,  but  the  total 
cost  of  all  work  authorized  under  such  sub- 
paragraphs  shall  not  exceed  a  total  of 
$24,250,000. 

Sec.  2.  Any  amount,  not  to  exceed  $500,000, 
of  the  funds  appropriated  pursuant  to  au¬ 


thorization  of  subsection  (a)  (3)  of  the  firaf 
section  for  the  construction  of  faclli/s 
described  under  such  subsection  may,  ynth. 
the  approval  of  the  Bureau  of  the  Budget, 
be  used  for  the  construction  of  new  research 
facilities  or  for  the  modification  of  Existing 
research  facilities  not  specifically'  author¬ 
ized  in  this  Act,  if  such  construction  or  modi¬ 
fication  is  deemed  by  the  Adr/nistrator  of 
the  National  Aeronautics  and  /pace  Admin¬ 
istration  to  be  of  greater  urgency  than  the 
construction  of  any  facility  authorized  by 
this  Act;  but  no  such  funds  shall  be  used  for 
the  construction  or  modification  of  any  fa¬ 
cility  if  funds  for  spch  construction  or 
modification  have  be/  previously  denied  by 
the  Congress. 

The  CHAIRm/n.  The  Clerk  will  re¬ 
port  the  committee  amendment. 

The  Clerk /ad  as  follows: 

On  page  /  line  2,  following  the  word 
“act”  change  the  semicolon  to  a  colon,  strike 
the  balai/e  of  line  2  and  all  of  lines  3,  4, 
and  5  a lya  add  the  following:  ‘‘Provided,  That 
upon  reaching  a  final  decision  to  implement, 
the  /minis trator  or  his  designee  shall  notify 
the /ommittee  on  Science  and  Astronautics 
of/he  House  of  Representatives  and  the 
-pommittee  on  Aeronautical  and  Space  Sci¬ 
ences  of  the  Senate,  of  the  cost  of  such  con¬ 
struction  of  new  research  facilities  or  the 
modification  of  existing  research  facilities: 
Provided  further,  That  no  such  funds  shall 
be  used  for  the  construction  or  modification 
of  any  facility  if  funds  for  such  construction 
or  modification  have  been  previously  denied 
by  the  Congress.” 

The  committee  amendment  was  agreed 
to. 

The  CHAIRMAN.  Under  the  rule,  the 
Committee  rises. 

Accordingly,  the  Committee  rose,  and 
the  Speaker  having  resumed  the  chair, 
Mr.  Coffin,  Chairman  of  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union,  reported  that  that  Committee, 
having  had  under  consideration  the  bill 
(S.  1096)  to  authorize  appropriations  to 
the  National  Aeronautics  and  Space  Ad¬ 
ministration  for  salaries  and  expenses, 
research  and  development,  construction 
and  equipment,  and  for  other  purposes, 
pursuant  to  House  Resolution  240,  he  re¬ 
ported  the  bill  back  to  the  House  with 
an  amendment  adopted  by  the  Commit¬ 
tee  of  the  Whole. 

The  previous  question  was  ordered. 

‘“’he  SPEAKER.  The  question  is  on 
theNimendment. 

Tlrs  amendment  was  agreed  to. 

The 'SPEAKER.  The  question  is  on 
the  thiron-eading  of  the  bill. 

The  bilNwas  ordered  to  be  read  a  third 
time,  and  was  read  the  third  time. 

The  SPEAKER.  The  question  is  on 
the  passage  of  the  bill. 

The  bill  was  passed. 

A  motion  to  reconsider  was  laid  on  the 
table. 

CALL  OF  THk  HOUSE 

Mr.  ALLEN.  Mr.  Speaker,  I  make  the 
point  of  order  that  a  qkprum  is  not 
present. 

The  SPEAKER.  Evidently\no  quor¬ 
um  is  present. 

Mr.  BOLLING.  Mr.  Speaker^  move 
a  call  of  the  House. 

A  call  of  the  House  was  ordered. 

The  Clerk  called  the  roll,  and  the 
lowing  Members  failed  to  answer  to  their 
names: 
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{Roll  No.  26] 


Andersens 

Granahan 

Philbin 

Minn.  \ 

Hargis 

Polk 

Ashley  \ 

Harris 

Powell 

Barden  \ 

Holifield 

Rostenkowskl 

Blatnik  ' 

.Holland 

St.  George 

Bowles 

Huddleston 

Santangelo 

Boykin 

Jkckson 

Shelley 

Brewster 

Jorqison,  Colo. 

Smith,  Miss. 

Buckley 

McMillan 

Spence 

Carnahan 

Macdonald 

Springer 

Celler 

MagnuSon 

Steed 

Cooley 

Merrow  \ 

Stratton 

Davis,  Tenn. 

Metcalf  \ 

Stubblefield 

Dent 

Miller,  \ 

Teller 

Dorn,  N.Y. 

George  P.  \ 

Tollefson 

Fallon 

Moulder  \ 

Walter 

Flynn 

Nix 

SWhitten 

Frelinghuysen 

Norblad 

Williams 

Friedel 

Perkins 

Willis 

Garmatz 

The  SPEAKER.  On  this  rolicall  370 
Members'  have  answered  to  their  'names, 
a  quorum.  \ 

By  unanimous  consent,  further  V’o- 
ceedings  under  the  call  were  dispensed 
with.  \ 


MODIFYING  REORGANIZATION  PLAN 

NO.  2  of  1939  AND  REORGANIZA¬ 
TION  PLAN  NO.  2  OF  1953 

Mr.  BOLLING.  Mr.  Speaker,  by  di¬ 
rection  of  the  Committee  on  Rules,  I 
call  up  House  Resolution  236  and  ask  for 
its  immediate  consideration. 

The  Clerk  read  as  follows: 

Resolved,  That  upon  the  adoption  of  this 
resolution  it  shall  be  in  order  to  move  that 
the  House  resolve  itself  into  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill  (H.R. 
1321)  to  amend  Reorganization  Plan  Num¬ 
bered  2  of  1953.  After  general  debate,  which 
shall  be  confined  to  the  bill,  and  shall  con¬ 
tinue  not  to  exceed  two  hours,  to  be  equally 
divided  and  controlled  by  the  chairman  and 
ranking  minority  member  of  the  Committee 
on  Government  Operations,  the  bill  shall  be 
read  for  amendment  under  the  five-minute 
rule.  At  the  conclusion  of  the  consideration 
of  the  bill  for  amendment,  the  Committee 
shall  rise  and  report  the  bill  to  the  House 
with  such  amendments  as  may  have  been 
adopted,  and  the  previous  question  shall  be 
considered  as  ordered  on  the  bill  and 
amendments  thereto  to  final  passage  with¬ 
out  intervening  motion  except  one  motion 
to  recommit. 

Mr.  BOLLING.  Mr.  Speaker,  I  yield 
30  minutes  to  the  gentleman  from  Illi¬ 
nois'  [Mr.  Allen],  and  pending  that  I 
yield  myself  such  time  as  I  may  consume. 

Mr.  Speaker,  House  Resolution  236 
makes  in  order  the  consideration  of  H.R. 
1321,  to  amend  the  Reorganization  Plan 
No.  2  of  1953.  This  resolution  provides 
for  an  open  rule  and  2  hours  of  debate. 

The  purposes  of  H.R.  1321  are,  first, 
to  restore  to  the  Administrator  of  the 
Rural  Electrification  Administration  the 
authority  to  approve  or  disapprove  loans, 
without  the  supervision  or  direction  of, 
or  any  other  control  by,  the  Secretary  of 
Agriculture,  under  the  Rural  Electrifica¬ 
tion  Act  of  1936,  as  amended;  and  sec¬ 
ond,  to  reestablish  in  the  Rural  Elec¬ 
trification  Administration,  as  a  matter  of 
law,  the  functions  vested  in  that  agency 
by  the  1936  act.  Except  for  the  approval 
or  disapproval  of  loans,  the  Rural  Elec¬ 
trification  Administration  will  remain 
under  the  general  supervision  and  direc¬ 
tion  of  the  Secretary  of  Agriculture. 
His  power  to  redistribute  its  functions 


among  other  agencies  of  the  Department 
will,  however,  be  eliminated. 

The  Rural  Electrification  Administra¬ 
tion  was  created  by  Executive  Order 
7037  of  May  11,  1935.  Statutory  pro¬ 
vision  for  the  agency  was  made  in  the 
Rural  Electrification  Act  of  May  20, 
1936,  which  authorized  loans  for  facili¬ 
ties  to  bring  central  station  electric  serv¬ 
ice  to  rural  people  who  did  not  have  it. 

REA  became  a  part  of  the  Department 
of  Agriculture  under  Reorganization 
Plan  No.  2,  effective  July  1,  1939.  Under 
Reorganization  Plan  No.  2  of  1953  there 
were  transferred  to  the  Secretary  of 
Agriculture  the  functions  of  the  Ad¬ 
ministrator  of  REA  and  the  power  was 
given  the  Secretary  to  delegate  these 
functions  as  he  deemed  appropriate. 
The  1939  plan  transferred  the  REA  along 
with  its  functions  to  the  Department  of 
Agriculture  but  provided  it  should  retain 
its  identity  as  a  separate  unit  within  the 
Department  under  the  general  direction 
and  supervision  of  the  Secretary.  The 
plan  of  1953,  on  the  other  hand,  clearly 
transferred  the  functions  of  the  REA  to 
the  Secretary  and  gave  him  the  power  to 
exercise  these  functions,  himself,  or  to 
delegate  them  to  any  officer  in  the  De¬ 
partment. 

In  1954  the  Secretary  did.  in  fact,  assign 
these  functions  to  the  Administrator  of 
Rural  Electrification  Administration  but  with 
the  reservation  that  such  delegation  of  au¬ 
thority  is  subject  to  withdrawal  or  amend¬ 
ment  at  any  time. 

Subsequently,  the  Secretary  issued  an 
unwritten  order  to  the  Administrator 
of  the  REA  to  submit  for  review  by  the 
Director  of  Agricultural  Credit  Services 
all  loans  over  $500,000  prior  to  their  ap¬ 
proval  by  the  Administrator.  Later  this 
figure  was  changed  to  $1  million. 

Under  H.R.  1321,  any  functions  trans¬ 
ferred  to  the  Department  or  the  Secre¬ 
tary  by  the  1939  or  1953  plan  will  be  put 
back  in  the  Administrator  of  REA,  and 
the  Administrator  shall  carry  out  these 
functions  within  the  Department  of  Agri¬ 
culture  under  the  general  direction  and 
supervision  of  the  Secretary.  Thus  the 
REA  will  remain  intact  within  the  De¬ 
partment  and  its  functions  may  not  be 
distributed  to  other  officers  or  units  else¬ 
where  in  the  Department.  The  functions 
relating  to  the  approval  or  disapproval  of 
loans,  however,  will  not  be  subject  to  the 
supervision  or  direction  or  to  any  other 
control  by  the  Secretary  of  Agriculture. 

I  urge  the  adoption  of  this  resolution. 

Mr.  HALLECK.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  BOLLING.  I  yield  to  the  gentle¬ 
man  from  Indiana. 

Mr.  HALLECK.  Did  I  understand  the 
gentleman  to  make  some  reference  to  the 
effect  of  the  Reorganization  Order  of 
1939  insofar  as  the  power  of  the  Secre¬ 
tary  was  concerned  over  the  making  of 
loans? 

Mr.  BOLLING.  My  understanding  is 
that  in  the  1939  reorganization,  there  was 
a  covering-in  of  the  agency;  but  that  it 
was  the  1953  reorganization  that  gave  the 
Secretary  of  Agriculture  the  power  of 
supervision  and  in  fact  final  decision  over 
the  loans. 

Mr.  HALLECK.  I  am  afraid  the 
gentleman  is  in  error  if  the  report  is  cor- 
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rect  because  on  page  2  of  the  Senate  re¬ 
port  we  find  this  paragraph : 

In  addition,  Reorganization  Plan  No.  2 
of  1939,  which  originally  transferred  the 
Rural  Electrification  Administration  to  the 
Department  of  Agriculture,  provided  that  it 
should  be  administered  by  the  Administrator 
under  the  general  direction  and  supervision 
of  the  Secretary  of  Agriculture. 

The  courts  have  held  that  this  au¬ 
thority  includes  the  power  of  approving 
or  rejecting  REA  loans.  So  certainly  it 
is  clear  to  me  from  the  report  that  with 
the  reorganization  order  of  1939 — that 
was  a  long  time  before  this  present  ad¬ 
ministration  took  office — the  power  was 
then  vested  in  the  Secretary  of  Agricul¬ 
ture  either  to  approve  or  reject  the  pro¬ 
posed  loan,  and  we  have  operated  under 
that  sort  of  provision  ever  since  1939. 

Mr.  BOLLING.  Unless  I  am  in  error, 
and  I  doubt  that  I  am,  although  I  am  not 
familiar  with  the  court  decision,  the  fact 
remains  that  not  until  some  considerably 
later  date,  after  the  order  I  mentioned 
by  the  Secretary  bringing  the  review  up 
to  the  person  designated  by  him,  were 
the  loans  passed  on  by  any  other  person 
than  the  Administrator  of  the  REA. 

My  understanding  of  the  Reorganiza¬ 
tion  Act  of  1939  was  that  it  was  intended 
to  give  REA  a  home.  Regardless  of  what 
the  courts  have  had  to  say,  the  fact  re¬ 
mains,  as  I  understand  it,  that  there  has 
never  been  any  supervision  by  the  Sec¬ 
retary  of  Agriculture  over  the  granting 
of  loans  until  a  date  some  time  after 
1954. 

Mr.  HALLECK.  That  well  may  be, 
but  I  am  not  going  to  challenge  the  valid¬ 
ity  or  the  correctness  of  the  report  of 
this  committee.  I  assume  it  was  gotten 
up  with  care  by  experts  who  knew  what 
they  were  talking  about.  If  I  can  read 
the  English  language,  it  says  very  clearly 
that  after  the  reorganization  order  of 
1939  “general  direction  and  supervision” 
was  vested  in  the  Secretary  of  Agricul¬ 
ture  and  that  gave  him  the  authority 
of  approving  or  rejecting  REA  loans.  So 
I  insist  that  on  the  words  of  the  report 
itself  in  this  order  that  they  name,  that 
power  was  vested  in  the  Secretary  of 
Agriculture  and  it  has  remained  there 
ever  since. 

Mr.  BOLLING.  I  will  say  to  the  gen¬ 
tleman,  finally,  that  this  may  be  the  way 
one  construes  the  language  of  the  report 
if  one  so  desires,  but  in  the  testimony 
before  the  Rules  Committee  I  did  not 
gather  that  anybody  construed  the  re¬ 
port  that  way. 

Mr.  ALLEN.  Mr.  Speaker,  I  yield  my¬ 
self  such  time  as  I  may  require. 

Mr.  Speaker,  I  do  not  have  any  misgiv¬ 
ings  about  this  bill.  I  am  certain  that 
I  need  not  mention  that  I  think  all  of  us 
are  very  much  aware  of  the  real  objec¬ 
tive  and  the  real  purpose  of  this  bill. 
But  I  regret  that  this  bill  has  been 
brought  here  with  such  haste.  It  came 
before  the  Rules  Committee  yesterday 
about  4  o’clock.  There  were  no  printed 
hearings,  but  my  good  friend  from  Illi¬ 
nois,  the  chairman  of  the  Committee  on 
Government  Operations,  was  kind 
enough  to  give  me  a  proof  copy  of  it. 
Then  this  controversial  bill  comes  in 
here  today  without  any  printed  hear¬ 
ings  for  the  benefit  of  the  member. 
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What  is  the  present  situation  of  the 
bill  now  before  us?  Back  in  1939  the" 
Reorganization  Act  gave  the  Secretary 
of  Agriculture  full  authority  in  regard 
to  REA.  It  gave  him  the  right,  the 
authority,  to  deny  or  approve  loans. 
That  was  the  situation  then  and  that  is 
the  situation  now. 

Today  we  have  before  us  a  bill  that 
still  will  give  the  Secretary  of  Agricul¬ 
ture  the  authority  over  every  phase  in 
the  REA  except  the  right  to  approve  or 
deny  loans,  which  is  the  most  important 
function  of  the  REA.  Now  REA  means 
rural  electrification.  I  think  it  right¬ 
fully  belongs  in  the  agency  of  the  Sec¬ 
retary  of  Agriculture.  I  know  that  you, 
Mr.  Speaker,  would  not  want  to  be 
charged  with  the  full  responsibility  of 
administering  an  agency  and  then  hav¬ 
ing  some  subordinate  have  the  authority 
when  it  comes  to  the  main  function  of 
that  agency.  I  do  not  think  you  or  I 
could  administer  anything  under  those 
conditions.  It  would  be  parallel  to  the 
situation  of  having  our  people  send  us 
to  the  Congress  and  saying,  “Now,  we 
think  you  are  a  good  man.  You  go  dowjn 
and  do  this  leg  work  in  the  departments, 
but  when  it  comes  to  the  real  thing — 
when  it  comes  to  the  '•real  thing  that 
counts,  and  that  is  voting — you  will  give 
that  x’ight  to  your  administrative  assist¬ 
ant.  Let  him,  your  subordinate,  perform 
the  impoi'tant  function.” 

So  I  say  that  we  cannot  and  should  not 
saddle  the  Department,  the  Secretary  of 
Agriculture,  with  full,  authority  and  re¬ 
sponsibility  and  then  take  the  most  im¬ 
portant  function  away  from  him. 

I  would  like  to  read  the  statement  of 
Mr.  David  Hamil  who  is  the  Administra¬ 
tor  of  the  REA.  He  appeared  before  the 
Committee  on  Government  Operations 
on  March  9.  Listen  to  this.  This  is  the 
subordinate,  the  one  in  whom  this  Con¬ 
gress  by  this  bill  now  proposes  to  put  in 
authority  in  regard  to  the  approval  or 
denial  of  loans.  This  is  what  he  said 
before  the  committee  of  the  gentleman 
from  Illinois  [Mr.  Dawson],  on  March  9, 
1959,  when  this  bill  was  being  considered: 

Mr.  Hamil.  I  have  a  few  brief  observations 
on  these  matters  which  are  before  you. 

Secretary  Benson  has  made  no  change  in 
the  organization,  authorities,  functions,  or 
policies  of  REA. 

The  informal  procedure  whereby  proposed 
supplemental  loans  in  excess  of  one-half 
million  dollars — now  $1  million — and  pro¬ 
posed  loans  to  new  borrowers  are  discussed 
with  Mr.  Kenneth  L.  Scott,  Director  of 
Agricultural  Credit  Services,  has  not  re¬ 
sulted  in  the  rejection  of  a  single  loan  or  in 
any  appreciable  delay. 

In  not  a  single  instance  has  Secretary 
Benson  or  Director  Scott  interfered  in  the 
discharge  of  my  responsibilities  as  Admin¬ 
istrator  of  REA.  X  make  the  loans. 

For  your  information,  Mr.  Chairman,  in 
my  absence  from  the  office  my  very  able 
Deputy,  Ralph  J.  Foreman,  who  is  in  the 
room  here,  is  in  charge  of  REA.  On  those 
occasions,  he  makes  the  loans.  If  he  and  I 
are  both  absent,  we  have  three  Assistant 
Administrators  who  act  in  that  capacity, 
Roy  G.  Zook,  Robert  T.  Beall,  and  Norman 
McFarlin. 

I  also  have  in  the  room  Mr.  Charles 
Samenow,  whose  title  in  REA  is  legislative 
consultant,  and  who  on  many  occasions  has 
acted  as  Administrator  and  made  loans. 

While  I  have  been  Administrator,  not  one 
loan  application  which  met  the  require¬ 


ments  of  the  Rural  Electrification  Act  has 
been  rejected.  Not  one  of  my  loan  decisions 
has  been  motivated  or  colored  by  political 
considerations. 

It  is  my  own  considered  opinion  that  REA 
has  prospered  in  its  20  years  in  the  Depart¬ 
ment  of  Agriculture.  It  is  doing  well  now. 
The  counsel  and  experience  of  Secretary 
Benson  and  Director  Scott  have  helped  me 
in  discharging  my  duties.  I  see  no  need  or 
reason  for  change.  I  support  fully  the 
position  of  the  Department. 

Mr.  HALLECK.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  ALLEN.  I  yield. 

Mr.  HALLECK.  I  do  not  want  to  be¬ 
labor  the  proposition,  but  I  think  it 
ought  to  be  thoroughly  understood  that 
this  legislation  which  is  presently  be¬ 
fore  us  seeks  to  undo  in  part  the  effect 
of  the  reorganization  order  of  1939  and 
not  the  effect  of  the  reorganization  order 
of  1953.  I  well  recall  the  great  struggle 
we  had  here  to  write  the  first  Reorgani¬ 
zation  Act,  and  believe  me,  it  was  a 
bitter  struggle.  But,  the  very  thing  that 
was  sought  to  be  accomplished  here  by 
that  Reorganization  Act  has  been  ac¬ 
complished  in  this  particular  instance. 
Here  was  an  operation  involving  the 
farmer,  necessarily  a  part  of  the  over¬ 
all  operation  of  the  Department  of  Agri¬ 
culture.  The  President  in  1939  sent  this 
order,  vesting  in  the  Secretary  of  Agri¬ 
culture,  the  authority  over  the  Admin¬ 
istration,  including  the  power  to  approve 
or  reject  loans.  That  is  the  very  thing 
that  has  been  in  effect  for  20  years,  which 
this  legislation  now  seeks  to  change. 

Mr.  ALLEN.  I  thank  the  gentleman 
from  Indiana. 

Now,  Mr.  Speaker,  the  gentleman  from 
Missouri  [Mr.  Bolling]  said  the  issue 
was  interference  in  the  Department  by 
the  Secretary  of  Agriculture.  He  did 
not  say  what  interference.  I  have  just 
'’read  the  statement  of  the  Administra¬ 
tor,  Mr.  Hamil,  to  whom  this  bill  would 
turn  over  the  denial  or  approval  of  the 
loan.  He  does  not  say  there  is  any 
interference. 

I  yield  now  to  anyone  who  will  say 
that  the  Secretary  of  Agriculture,  Mr. 
Benson,  when  the  Administrator,  Mr. 
Hamil,  approved  a  loan,  ever  over¬ 
rode  him  by  disapproving  it. 

Mr.  DENTON.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  ALLEN.  I  yield  to  the  gentleman 
from  Indiana. 

Mr.  DENTON.  The  order  of  1957  pro¬ 
vided  no  loans  over  a  half  million  dol¬ 
lars  could  be  approved  by  the  Adminis¬ 
trator  of  REA  unless  also  approved  by 
the  Secretary  of  Agriculture.  The  REA 
had  been  very  successful  in  Indiana. 
The  utilities  in  Indiana  buy  their  elec¬ 
tricity  from  private  utilities.  About  3 
years  ago  one  utility  obtained  a  very  un¬ 
reasonable  rate.  The  more  electricity 
you  used  the  more  you  had  to  pay.  I 
think  250  kilowatts  was  the  breaking 
point.  Below  that  the  rate  was  less; 
above,  it  was  more.  That  order  has 
since  been  changed,  but  the  rate  in¬ 
crease  is  still  high.  The  REA  came  out 
and  tried  to  talk  to  the  utilities  com¬ 
pany  and  get  a  reasonable  rate.  They 
would  not  do  so.  The  only  thing  they 
could  do  was  to  build  a  powerplant. 
They  undertook  to  build  a  powerplant 


at  Petersburg,  Ind.  They  made  applica¬ 
tion  for  a  $42  million  loan.  The  Public 
Service  Commission  of  Indiana  is  sup¬ 
posed  to  pass  on  the  loans,  construction 
of  plants,  and  transportation  facilities  of 
the  REA’s  in  a  judicial  capacity.  Never¬ 
theless  the  Governor  of  Indiana  sent  the 
public  service  commission  down  to 
Washington  to  work  against  the  passage 
of  this  enactment.  That  was  the  issue 
in  the  last  campaign,  and  the  people 
spoke  very  emphatically  about  it.  They 
talked  to  Mr.  Benson,  and  I  know  Mr. 
Hamil  was  there.  He  was  very  put  out 
to  have  them  interfere  politically  with  his 
decision  on  this  loan.  But  in  any  event 
a  White  House  meeting  was  called  there¬ 
after.  Sherman  Adams  presided.  I  do 
not  know  what  took  place,  but  after  that 
this  informal  order  of  1957  providing  for 
approval  of  REA  loans  over  $500,000  by 
the  Secretary  of  Agriculture  was  issued. 
During  all  the  time  prior  to  that  the 
Administrator  thought  he  passed  on  the 
loans.  That  order  was  issued,  and  of 
course  this  loan  has  laid  dormant  ever 
since. 

Mr.  ALLEN.  I  believe  the  original 
author  of  this  bill  of  the  other  body  has 
said  that  to  his  knowledge  he  does  not 
know  of  one  instance  where  the  Secre¬ 
tary  of  Agriculture  had  disapproved  a 
loan  that  the  Administrator  had  ap¬ 
proved. 

Mr.  DENTON.  Yet  no  order  issued 
after  the  White  House  meeting  and  I 
know  that  loan  has  lain  dormant  ever 
since.  It  would  have  put  people  to  work 
in  the  coalfields  and  other  industries. 

Mr.  ALLEN.  Mr.  Speaker,  I  cannot 
yield  further  to  the  gentleman. 

Mr.  Speaker,  I  think  the  REA  has  done 
a  splendid  job;  and  I  believe  it  has  been 
clearly  demonstrated  that  Mr.  Hamil 
wants  the  situation  to  remain  the  way  it 
is,  that  he  is  satisfied,  that  he  does  not 
want  that  authority  to  make  loans — I 
think  the  passage  of  this  bill  would  be 
an  insult  to  the  American  people  and 
to  the  splendid  way  the  program  has  ad¬ 
vanced  thus  far  and  so  rapidly  in  the 
past  few  years;  so,  Mr.  Speaker,  I  hope 
this  bill  is  defeated. 

Mr.  Speaker,  I  yield  such  time  as  he 
may  require  to  the  gentleman  from  Ohio 
[Mr.  McCulloch], 

(Mr.  McCULLOCH  asked  and  was 
given  permission  to  revise  and  extend  his 
remarks  and  to  speak  out  of  order.) 

Mr.  McCULLOCH.  Mr.  Speaker,  mi¬ 
nority  members  of  the  Select  Committee 
on  Small  Business  are  this  afternoon  in¬ 
troducing  legislation  to  amend  the  Re¬ 
negotiation  Act. 

Mr.  Speaker,  it  will  be  recalled  that 
one  of  the  final  actions  of  the  85th  Con¬ 
gress  was  to  extend  the  Renegotiation 
Act  of  1951,  as  amended,  for  an  addi¬ 
tional  6  months — from  its  prior  expira¬ 
tion  date  of  December  31,  1958,  to  June 
30,  1959 — Public  Law  85-930,  85th  Con¬ 
gress,  2d  session. 

This  action  followed  a  1-day  hearing 
near  the  close  of  the  session.  The  re¬ 
port  of  the  Committee  on  Ways  and 
Means  states  that  the  6-month  exten¬ 
sion  was  decided  upon  in  order  to  give 
the  Congress  a  greater  opportunity  to 
study  proposals  either  for  further 
amendments  to  the  act  or  to  allow  it  to 
terminate.  The  Ways  and  Means  Com- 
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mittee  has  announced  that  it  will  hold 
hearings  beginning  on  Monday,  April  27, 
1959,  at  which  time  a  more  thorough  ex¬ 
ploration  of  the  subject  of  contract  re¬ 
negotiation  will  be  undertaken. 

SMALL  BUSINESS  PROPOSALS 

The  day  prior  to  the  1958  hearing 
members  of  the  Select  Committee  on 
Small  Business  introduced  legislation  de¬ 
signed  to  correct  “small  business  handi¬ 
caps  under  the  Renegotiation  Act  of 
1951,  as  amended.”  This  was  a  biparti¬ 
san  and  nonpartisan  effort  to  secure 
consideration  for  some  of  the  most 
troublesome  small  business  problems 
now  imbedded  in  the  Renegotiation  Act. 
The  introductory  remarks  which  we 
made  last  July  summarized  the  purposes 
of  our  bill  and  were  made  a  part  of  the 
record  of  the  Ways  and  Means  Commit¬ 
tee  during  the  hearings  on  extension  of 
the  act — hearings  July  29,  1958,  page  14, 
and  those  that  follow. 

It  is  my  hope  and  understanding  that 
we  shall  have  similar  support  for  small- 
business  renegotiation  amendments  in 
the  86th  Congress. 

The  Republican  members  of  the  Select 
Committee  on  Small  Business  are  today 
introducing  identical  bills  to  amend  the 
Renegotiation  Act  of  1951,  in  the  interest 
of  small  business.  These  members  are 
Mr.  Moore,  of  West  Virginia;  Mr.  Avery, 
of  Kansas;  Mr.  Smith,  of  California;  Mr. 
Robison,  of  New  York;  Mr.  Qtjie,  of  Min¬ 
nesota;  and  myself. 

We  are  taking  this  action  today  in 
view  of  the  announcement  of  the  Com¬ 
mittee  on  Ways  and  Means  of  the  House 
of  Representatives  that  public  hearings 
on  the  Renegotiation  Act  of  1951,  as 
amended,  will  begin  on  April  27,  1959,  in 
Washington,  D.C. 

SMALL  BUSINESS  SKILLS  VITAL  TO  NATIONAL 
DEFENSE 

World  War  II  and  the  growth  of  the 
aircraft  industry  punctuates  the  fact 
that  small  concerns  which  are  possessed 
of  technical  skills  and  inventiveness  are 
a  strong  arm  of  our  national  defense. 
We  need  to  keep  this  large  group  of  small 
defense  contractors  in  business,  and  with 
due  consideration  for  managerial  skills, 
to  keep  them  in  a  position  where  the  op¬ 
portunity  for  profit  is  present.  We  are 
not  in  favor  of  subsidies  and  we  know 
from  long  experience  that  small  business 
concerns  do  not  want  subsidies  either  for 
themselves  or  their  competitors.  They 
want  a  fair  and  equal  opportunity  under 
the  law  to  do  business  in  a  businesslike 
way  and  to  reap  the  benefits  of  their  own 
ingenuity  and  skill.  We  believe  the 
present  operation  of  the  Renegotiation 
Act  of  1951,  as  amended,  is  a  deterrent 
in  many  respects  to  capable  small  and 
independent  concerns  which  would  par¬ 
ticipate  in  our  national  defense  pro¬ 
grams. 

The  Congress  of  the  United  States  has 
had  a  longstanding  policy  of  assuring 
small  and  independent  concerns  a  fair 
share  of  contract  awards  for  goods  and 
services  which  are  made  by  the  various 
departments  and  agencies  of  the  Federal 
Government,  and  including  national  de¬ 
fense  contracts. 

We  are  entering  a  new  era  in  prepar¬ 
ing  and  augmenting  our  national  defense 


which  we  refer  to  generally  as  the  space 
age.  The  demands  of  the  space  age  for 
increased  skills  and  technical  knowledge 
is  recognized  by  all.  We  do  not  believe 
that  a  few  large  concerns  can  do  the  com¬ 
plete  job.  We  are  convinced  that  the 
small  concerns  who  contributed  so  much 
to  the  building  of  the  aircraft  industry 
must  be  provided  with  the  opportunity 
and  the  incentive  to  keep  pace  with  the 
tremendous  responsibility  we  all  have  in 
keeping  America  out  in  front  in  science 
and  technology. 

We  feel  that  our  bill  is  a  contribution 
to  that  end. 

DEPARTMENT  OF  DEFENSE  OPPOSITION 
TESTIMONY,  1958 

The  purposes  of  the  bills  and  the  needs 
of  small  business  as  recited  by  the  mem¬ 
bers  of  the  Small  Business  Committee 
last  year  are  as  valid  today  as  when  the 
bills  were  introduced.  Opposition  was 
voiced,  however,  both  by  Mr.  Robert 
Dechert,  general  counsel  of  the  Depart¬ 
ment  of  Defense,  representing  that  De¬ 
partment,  and  by  the  Renegotiation 
Board,  represented  by  its  Chairman,  Mr. 
Thomas  Coggeshall.  The  criticisms 
made  by  Messrs.  Dechert  and  Coggeshall 
deserve  consideration  and  they  are  in 
part  responsible  for  the  changes  in  the 
proposed  small  business  amendments 
now  offered.  The  purposes  remain  the 
same.  We  believe  improved  legislative 
language  has  been  developed  to  overcome 
that  portion  of  past  criticism  which  ap¬ 
pears  to  have  merit. 

In  amending  the  Renegotiation  Act  of 
1951  our  bill  proposes  to  provide  certain 
definite  assistance  to  a  large  number  of 
small  but  strategic  concerns  engaged  in 
work  pertaining  to  the  national  defense. 
We  propose  through  the  enactment  of 
our  amendments,  first,  to  encourage  sub¬ 
contracting  in  Government  procurement 
to  provide  incentives  for  small  and  in¬ 
dependent  business  concerns;  second,  to 
encourage  prime  contractors  and  sub¬ 
contractors  to  subcontract  the  maximum 
proportion  of  their  contracts  and  sub¬ 
contracts  to  provide  the  proper  profit 
motives  for  small  and  independent  busi¬ 
ness  concerns  as  the  cornerstone  of  our 
free  enterprise  system;  and  third,  to 
expand  the  Government  procurement 
base  by  providing  incentives  and  encour¬ 
agement  to  small  and  independent  busi¬ 
ness  concerns. 

In  adopting  the  amendments  we  pro¬ 
pose  that  the  Congress  reaffirm  its  long¬ 
standing  policy  of  assuring  to  small  and 
independent  business  concerns  a  more 
substantial  proportion  of  the  contract 
awards  by  the  Federal  Government. 

ENCOURAGEMENT  OF  SUBCONTRACTING 

Section  2  of  our  bill  is  designed  to 
encourage  large  prime  contractors  to  at¬ 
tain  the  maximum  in  subcontracting  to 
smaller  concerns.  It  reads: 

Sec.  2.  Section  103(e)  of  the  Renegotia¬ 
tion  Act  of  1951,  as  amended  (setting  forth 
factors  to  be  taken  into  account  in  deter¬ 
mining  whether  profits  are  excessive) ,  is 
amended  by  adding  at  the  end  thereof  the 
following : 

“In  determining  excessive  profits,  favor¬ 
able  recognition  must  be  given  to  economies 
achieved  through  contracting  with  small 
business  concerns  (as  defined  pursuant  to 
section  3  of  the  Small  Business  Act) ;  and  a 
contratcor  or  subcontractor  who  achieves 
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economies  through  the  programs  of  the  De¬ 
partment  of  Defense,  the  Small  Business 
Administration,  or  any  other  agency  of  the 
Government,  to  increase  the  share  of  such 
small  business  concerns  in  procurement, 
shall,  subject  to  other  considerations  set 
forth  in  this  subsection,  be  provided  incen¬ 
tive  awards  through  proportionately  higher 
profit  alowances.” 

This  proposal  is  identical  to  the  pro¬ 
posal  of  last  year  except  that  it  is  also 
made  applicable  to  agencies  other  than 
the  Department  of  Defense — such  as  the 
National  Aeronautics  and  Space 
Agency — whose  procurement  programs 
are  also  subject  to  the  act. 

A  NECESSARY  AMENDMENT 

Last  year  Mr.  Coggeshall  objected  to 
the  foregoing  proposed  amendment 
claiming  it  to  be  unnecessary  because 
the  Renegotiation  Board  has  now  re¬ 
vised  its  own  regulations  to  include  sec¬ 
tion  1460.14(b)(3),  which  reads  as  fol¬ 
lows: 

(i)  Defense  production  needs  and  the  pol¬ 
icy  of  Congress  require  that  subcontracting, 
particularly  to  small  business  concerns,  be 
used  to  the  maximum  extent  practicable. 
Although  a  contractor  who  subcontracts 
work  may  not  reasonably  expect  to  be  al¬ 
lowed  as  large  a  profit  thereon  as  if  it  had 
done  the  work  itself,  subcontracting  of  the 
kind  described  in  this  subparagraph,  espe¬ 
cially  the  extent  to  which  subcontracts  are 
placed  with  small  business  concerns,  will  be 
given  favorable  consideration  in  the  rene¬ 
gotiation  of  the  contractor. 

(ii)  A  contractor  will  be  given  favorable 
treatment  when,  by  subcontracting,  it 
utilizes  in  the  defense  effort  facilities  and 
services,  particularly  of  small  business  con¬ 
cerns,  which  might  otherwise  have  been 
overlooked  or  passed  by;  when  it  has  dem¬ 
onstrated  efficiency  and  ingenuity  in  finding 
appropriate  opportunities  for  subcontract¬ 
ing;  when  the  amount  of  subcontracting  so 
accomplished  is  substantial;  when  the 
amount  or  complexity  of  technical,  engineer¬ 
ing,  and  other  assistance  rendered  by  the 
contractor  to  the  subcontractor  is  substan¬ 
tial;  and  when  the  price  negotiated  with  the 
subcontractor  is  reasonable  in  view  of  the 
components  produced. 

The  Board  is  to  be  complimented  on 
having  added  this  provision  to  its  regu¬ 
lations,  a  substantial  improvement,  and 
if  it  were  not  for  the  phrase  in  the  above 
regulation  reading  “may  not  reasonably 
expect  to  be  allowed  as  large  a  profit 
thereon,”  we  might  agree  that  our  pro¬ 
posed  amendment  to  the  Renegotiation 
Act  is  not  needed.  We  feel,  however,' 
that  the  amendment  we  propose  contains 
a  very  important  shift  of  emphasis  which 
is  required  for  guidance  of  the  Board 
and  for  incentive  to  industry.  Our 
amendment  indicates  that  a  proportion¬ 
ately  higher  profit  allowance  should  be 
given  as  a  reward  to  a  contractor  who 
achieves  economies  through  a  small 
business  subcontracting  program.  We 
believe  it  is  the  desire  of  the  Congress 
to  make  clear  that  a  contractor  who 
saves  on  total  cost  to  the  Government 
by  effecting  economical  subcontracts 
with  small  business  should  not  suffer 
even  a  little  penalty,  as  the  wording  of 
the  Board’s  regulation  implies,  but  rather 
should  be  rewarded  by  sharing,  in  the 
savings  effected.  This  can  only  be  ac¬ 
complished  by  recognition  that  a  pro¬ 
portionately  higher  profit  allowance  such 
as  we  propose  is  a  more  likely  induce- 
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ment  than  the  prospect  of  a  reduced  pen¬ 
alty  which  is  all  that  may  be  now  inferred 
in  reading  the  Board’s  present  policy  as 
quoted  above. 

MINIMUM  AMOUNTS  SUBJECT  TO  RENEGOTIATION 

AND  EXEMPTION  OF  CERTAIN  TYPE  CONTRACTS 

In  respect  to  our  proposal  to  increase 
the  minimum  dollar  amount  subject 
to  renegotiation  and  certain  contract 
exemptions,  our  bill  proposes  that: 

Sec.  3.  (a)  Section  105(f)(1)  of  the  Re¬ 
negotiation  Act  of  1951,  as  amended  (setting 
forth  minimum  amounts  subject  to  renego¬ 
tiation),  is  amended  (1)  by  inserting  “,  or 
$5,000,000,  in  the  case  of  a  fiscal  year  ending 
after  June  30, 1959”  immediately  after  “1956” 
each  place  it  appears;  and  (2)  by  adding  at 
the  end  thereof  the  following:  “For  the  pur¬ 
pose  of  determining,  pursuant  to  the  first 
sentence  of  this  paragraph,  whether  or  not 
the  receipts  or  accruals  from  such  contracts 
and  subcontracts  shall  be  renegotiated  for 
any  fiscal  year,  there  shall  be  excluded 
amounts  received  or  accrued  from — 

“(A)  any  fixed  price  of  incentive-type  con¬ 
tract  or  subcontract  if  such  contract  or  sub¬ 
contract,  by  its  terms,  is  subject  to  price 
redetermination  or  price  revision;  and 

“(B)  any  contract  or  subcontract  awarded 
at  a  fixed  price  to  the  lowest  acceptable 
bidder  as  a  result  of  competitive  bidding  in 
which  three  or  more  responsive  and  competi¬ 
tive  bidders  have  taken  part.” 

(b)  Section  105(f)  (3)  of  the  Renegotia¬ 
tion  Act  of  1951,  as  amended  (relating  to  de¬ 
termination  of  amounts  subject  to  renego¬ 
tiation),  is  amended  (1)  by  inserting  ",  the 
$5,000,000  amount”  immediately  after  “the 
$1,000,000  amount”  in  the  second  sentence; 
and  (2)  by  striking  out  “$1,000,000”  each 
place  it  appears  in  the  last  sentence  and 
inserting  in  lieu  thereof  “$5,000,000”.  “ 

MINIMUM  AMOUNT  SUBJECT  TO  RENEGOTIATION 

In  our  statement  of  July  1958  we  said 
that  “the  1956  amendments  to  the  Re¬ 
negotiation  Act,  in  part,  were  of  some 
benefit  to  smaller  manufacturers,  since 
the  act  was  amended  by  increasing  the 
minimum  amount  subject  to  renegotia¬ 
tion  from  $500,000  to  $1  million”,  and 
this  “probably  should  now  be  increased 
to  $5  million,  since  rising  labor  and  ma¬ 
terial  costs  have  somewhat  nullified  the 
beneficial  effects  of  the  million-dollar 
exemption” — hearings,  page  14,  Ways 
and  Means  Committee,  July  29,  1958. 

We  further  stated  that: 

We  are  of  the  opinion  that  the  only  value 
of  renegotiation  will  be  found  in  its  applica¬ 
tion  to  the  hundred  or  so  largest  military 
contractors  who  traditionally  serve  as  sole 
source — noncompetitive — suppliers  on  com¬ 
plex  items  of  defense  material.  For  all  other 
companies  where  competition  is  present,  re¬ 
negotiation  serves  little  purpose  other  than 
to  increase  the  burdens  of  accounting  and 
administration.  An  examination  of  the  rec¬ 
ords  of  the  Renegotiation  Board  would  re¬ 
flect  that  the  bulk  of  the  dollars  recap¬ 
tured  come  from  the  top  100  defense  con¬ 
tracting  firms  and  that  only  meager  sums 
are  recovered  from  the  smaller  defense  con¬ 
tractors.  For  this  reason  we  think  the 
country  would  be  better  off  if  the  minimum 
amount  were  raised  as  high  as  $5  million. 
At  the  same  time,  we  would  not  press  for 
such  an  amendment  because  there  is  not 
sufficient  time  to  gather  the  detailed  evi¬ 
dence  necessary  to  prove  the  point.  There¬ 
fore,  it  has  not  been  included  in  our  bill. 

Data  from  the  Board’s  records  can 
assuredly  be  secured  for  consideration 
during  this  session  of  the  Congress  and 
the  breakdown  of  total  recoveries  from 
firms  doing  less  than  $5  million  of  de¬ 
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fense  work  annually  can  be  secured  to 
back  up  the  contention  that  these  ac¬ 
count  for  a  minor  portion  of  recoveries. 
It  will  be  obvious  that  the  extent  of 
paperwork  and  special  recordkeeping 
bears  most  heavily  on  firms  in  the  under 
$5  million  category. 

UNDER  $5  MILLION  MEANS  SMALL  BUSINESS 

Businessmen  have  stated  that  it  is  a 
“fact  of  life”  in  manufacturing  that  a 
company  must  have  total  sales  at  a  mini¬ 
mum  level  of  $10,000  to  $12,000  per  em¬ 
ployee  in  order  to  survive.  Hence,  it  is 
possible  that  a  company  with  100  em¬ 
ployees  must  make  total  sales  of  about 
$1,200,000  or  find  itself  in  the  red.  Con¬ 
versely,  a  company  with  more  than  500 
employees  must  have  sales  of  around  $6 
million,  or  more.  Thus,  the  exemption  of 
$5  million  for  companies  engaged  in  de¬ 
fense  work  will  apply  almost  exclusively 
to  small  businesses.  A  few  large  com¬ 
panies,  of  course,  would  be  among  those 
who  are  primarily  manufacturers  of 
commercial  products,  firms  whose  de¬ 
fense  sales  are  a  secondary  and  minor 
part  of  their  total  activity.  It  will  be 
observed,  however,  that  sales  at  such 
levels  will  be  outside  the  realm  of  the 
“sole  source — noncompetitive — suppliers 
of  complex  items”  mentioned  in  our 
statement  last  year.  Whenever  a  large 
firm’s  participation  in  defense  work  is  at 
a  level  below  $5  million  it  will  almost 
always  be  in  the  area  of  supply  and  sup¬ 
port  items — blankets,  clothing,  deter¬ 
gents,  typewriters,  and  so  forth — where 
contracts  are  awarded  by  competitive  bid 
and  competitive  restraints  provide  ample 
protection  against  excessive  profit. 

EXEMPTION  OF  CERTAIN  TYPES  OF  CONTRACTS 

Referring  back  to  section  3  of  our  bill 
covering  “minimum  amounts”  and  “con¬ 
tract  exemptions,”  we  recognize  that  the 
chief  criticism  directed  against  our  bill — 
H.R.  13561  and  those  that  follow,  85th 
Congress,  2d  session — arose  from  the 
proposal  to  fully  exempt  certain  types  of 
contracts  in  the  manner  then  proposed. 
Specifically,  the  language  of  the  1958 
proposal  read : 

(10)  Any  fixed  price  or  incentive  type  con¬ 
tract  or  subcontract,  except  at  the  option  of 
the  contractor  or  subcontractor,  if  such  con¬ 
tract  or  subcontract,  by  its  terms,  is  subject 
to  price  redetermination  or  price  revision;  or 

(11)  Any  contract  or  subcontract  which 
has  been  the  subject  of  competitive  bidding, 
except  at  the  option  of  the  contractor  or  sub¬ 
contractor,  if  such  contract  has  been  awarded 
to  the  low  bidder  among  three  or  more  re¬ 
sponsive  and  competitive  bidders. 

In  stating  opposition  to  this  proposal 
to  the  Members  of  the  Committee  on 
Ways  and  Means,  Mr.  Dechert  of  the  De¬ 
fense  Department  made  two  observa¬ 
tions.  He  said: 

If  a  contractor  or  subcontractor  takes  a 
small  profit  or  a  loss  on  a  contract  or  sub¬ 
contract,  he  may  elect,  for  purposes  of  set¬ 
off,  to  submit  the  contract  or  subcontract 
to  the  renegotiation  process  along  with  his 
other  renegotiable  business.  *  *  *  On  the 
other  hand,  if  the  profits  of  a  particular  con¬ 
tract  or  subcontract  are  large,  he  may  elect 
to  exempt  that  contract  or  subcontract  from 
renegotiation.  Such  a  provision  does  not 
appear  desirable. 

Since  this  option  to  include  or  exclude 
would  have  applied  to  all  contracts  of 


the  types  noted  for  the  largest  as  well 
as  the  smallest  defense  contractors,  we 
have  concluded  that  it  might  have  placed 
some  of  the  larger  firms  in  a  heads-I- 
win-tails-you-lose  position — particularly, 
in  one  of  those  rare  occasions  where 
an  attractive  profit  did  arise  from  one 
of  the  types  of  contracts  listed.  That  an 
excessive  profit  could  arise  in  such  a  con¬ 
tract  held  by  a  small  company  seems 
next  to  impossible — first,  because  the 
total  amount  of  the  contract  would  nec¬ 
essarily  be  small;  second,  because  the  re¬ 
straint  of  competitive  bidding  would  pre¬ 
clude  it  in  contracts  awarded  by  such 
means;  and  finally,  because  the  proced¬ 
ures  of  pricew  redetermination  would  ef¬ 
fectively  trim  any  prospective  excess 
profit  out  of  the  remaining  contracts 
covered  by  this  proposal. 

It  would  be  equally  unfair,  however,  to 
attempt  to  correct  this  potential  defi¬ 
ciency  in  the  amendment  proposal  mere¬ 
ly  by  eliminating  the  contractor  option, 
that  is,  by  making  the  exclusions  of  such 
contracts  mandatory.  To  do  so  would  be 
to  remove  from  the  weighing  process  of 
renegotiation  any  consideration  of  those 
contracts  which  are  most  likely  to  result 
in  skimpy  profits  or  perhaps  losses.  It 
would  violate  the  principles  of  the  act 
which  permit,  as  we  have  noted,  “a  con¬ 
tractor’s  total  business  to  be  weighed  in 
the  balance,  rather  than  merely  to  re¬ 
cover  excess  profits  on  successful  con¬ 
tracts  and  ignore  others.” 

Both  Mr.  Dechert  and  Mr.  Coggeshall 
took  note  of  this  need.  As  Mr.  Dechert 
indicated: 

The  renegotiation  process  applies,  and 
properly  so,  to  all  contracts  across  the  board. 

And  during  his  part  in  the  hearing, 
Mr.  Coggeshall  stated : 

I  believe  very  strongly  that  if  you  are  to 
have  renegotiation,  it  is  only  fair  to  the  con¬ 
tractor  that  you  look  at  the  results  of  the 
defense  dollar,  rather  than  just  a  particular 
contract.  If  we  go  back  to  the  history,  the 
very  first  act  in  1942  just  provided  for  renego¬ 
tiation  contract  by  contract,  and  it  ended  up 
that  there  was  a  great  holler,  because  in  the 
contracts  in  which  they  found  excessive 
profits  there  was  no  offset  of  those  which  had 
low  profits  or  losses. 

AN  EQUITABLE  SOLUTION  BY  THE  REVISION  OF 
SECTION  3  OF  OUR  PRESENT  PROPOSALS 

In  place  of  an  optional  exclusion  of 
price  redeterminable  or  competitively 
awarded  fixed-price  contracts — or  a  sub¬ 
stitute  mandatory  exclusion — both  cir¬ 
cumstances  which  appear  to  have  some 
defects,  our  study  over  the  past  year  has 
led  us  to  a  substitute  proposal  the  benefits 
of  which  will  be  confined  almost  exclu¬ 
sively  to  small  business. 

The  essence  of  the  proposal  is  this: 
Since  price  redeterminable  contracts  and 
other  fixed-price  contracts  awarded  as 
the  result  of  competitive  bidding  are 
automatically  subject  to  restraints  which 
assure  against  excessive  profits  to  small 
business,  we  propose  that  the  receipts 
from  such  contracts  be  excluded  only  in 
determining  whether  a  contractor  shall 
be  subject  to  renegotiation.  However,  if 
the  combined  receipts  from  other  types  of 
contracts — sole-source  fixed  price,  cost- 
reimbursable,  and  so  forth — on  which 
excessive  profits  are  more  likely  to  arise 
exceed  the  proposed  new  minimum 
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amount,  then  the  contractor  will  be  sub¬ 
ject  to  renegotiation  and  the  process  will, 
as  heretofore,  be  applied  “across  the 
board.” 

This  proposal  would  in  no  way  affect 
any  of  the  larger  defense  contractors. 
They  would  have  to  do  all  but  $5  million 
of  their  total  defense  business  in  the 
specific  low-profit  forms  of  contract  de¬ 
lineated  in  order  to  gain  exemption  from 
the  act — a  near  impossibility,  but  a 
blessing  to  the  public  purse  if  it  should 
come  about.  In  fact,  for  the  middle-size 
companies,  those  firms  doing  perhaps  $15 
to  $20  million  per  year  in  defense  con¬ 
tracts,  this  proposal  would  create  a  very 
strong  incentive  to  seek  the  low-profit 
forms  of  contract  in  an  effort  to  gain 
possible  exemption.  We  can  only  con¬ 
clude  that  the  result  would  produce  a 
true  economy  in  the  defense  effort  while, 
at  the  time,  removing  an  excessive  bur¬ 
den  from  thousands  of  small  firms  who 
seldom  engage  in  contracting  except  in 
these  low-profit  forms. 

See  exact  language  of  our  new  pro¬ 
posal  above  as  part  of  section  3. 

For  example,  for  a  company  to  deter¬ 
mine  whether  it  will  be  subject  to  rene¬ 
gotiation  after  this  proposed  amend¬ 
ment,  it  will  add  its  recipients  and  ac¬ 
cruals  from  all  other  types  of  contracts — 
negotiated-firm-fixed-price,  cost-reim¬ 
bursable,  fixed-fee  or  target-fee,  and  so 
forth — and  if  such  receipts  and  accruals 
exceed  the  minimum  amount,  then  the 
company  will  be  subject  to  renegotiation 
on  its  entire  business,  including  the  types 
of  contracts  in  (A)  and  (B) ,  above. 

BENEFITS  OF  OUR  AMENDMENTS  TO  SMALL 
BUSINESS 

First.  Nearly  all  small  businesses  will 
be  excluded  from  the  direct  effects  of 
renegotiation. 

Second.  Small-  and  medium-size  busi¬ 
nesses  will  have  strong  incentive  to  seek 
the  types  of  contracts  which  have  built- 
in  restraints  against  excessive  profits. 

Third.  Excessive  and  burdensome  rec¬ 
ordkeeping  will  be  eliminated  for  thou¬ 
sands  of  small  companies. 

Fourth.  The  uncertainties  of  waiting 
2,  3,  or  more  years  for  final  action  on 
renegotiation  will  be  eliminated  for  the 
small  firms  least  able  to  cope  with  this 
problem. 

Fifth.  Since  the  total  caseload  of  the 
Renegotiation  Board  will  automatically 
be  reduced,  fairer  and  faster  action  may 
be  anticipated  by  the  remaining  large 
companies  who  will  continue  to  be  sub¬ 
ject  to  the  act. 

COMMERCIAL  ARTICLE  EXEMPTION - SECTION  4 

It  is  felt  that  the  proposal  contained 
in  our  bills  in  the  85th  Congress— H.R. 
13561  and  its  companion  bills  of  1958 — 
was  a  fair  and  necessary  proposal  and 
that  the  same  amendment  should  be  of¬ 
fered  at  this  time.  The  requirements  of 
the  present  act  are  grossly  unfair  to  small 
firms  whose  products  compete  directly 
with  commercial  type  items  of  other 
firms  but  whose  markets — because  of  lo¬ 
cation  or  sales  pattern — are  directed 
primarily  to  defense  users. 

A  typical  example  is  that  of  a  fastener 
manufacturer  who  competes  directly 
with  the  products  of  all  other  fastener 
manufacturers  in  the  country.  His 
prices  are  dependent  upon  the  prices 


charged  by  his  competitors  for  their  own 
wares.  This  is  true  even  though  the  de¬ 
sign  and  shape  of  a  specific  fastener  may 
vary  to  a  noticeable  degree  from  a  com¬ 
petitively  offered  product.  This  means 
that  the  buyer  will  weigh  both  price  and 
prospective  merits  of  the  separate  prod¬ 
ucts  of  different  sources  of  supply. 

Yet  the  large  competitor — with  na¬ 
tional  distribution — is  automatically  ex¬ 
empted  from  the  act  because  he  is  able 
to  show  that  more  than  35  percent  of  the 
sales  of  this  item  are  to  nondefense 
users.  While  the  smaller  firm,  whose 
effort  is  concentrated  in  meeting  defense 
needs,  remains  subject  to  the  act  be¬ 
cause  he  does  not  have  ability  to  develop 
nondefense  markets  through  a  program 
of  national  advertising  and  distribution 
and  because  he  cannot  show  35  percent 
of  nondefense  sales  as  to  each  separate 
article. 

It  is  difficult  to  believe  that  Board  ob¬ 
jection  to  this  proposal  can  be  regarded 
as  anything  more  than  a  self-perpetuat¬ 
ing  interest  in  maintaining  domination 
over  an  area  of  business  in  which  little, 
if  any,  recovery  of  so-called  excess 
profits  can  be  demonstrated. 

MANDATORY  EXEMPTIONS  FOR  STANDARD  COM¬ 
MERCIAL  ARTICLES  AND  SERVICES 

The  language  of  the  proposed  amend¬ 
ment,  which  is  the  same  as  last  year’s 
proposals,  is  as  follows: 

Sec.  4.  Section  106(e)  (4)  (B)  of  the  Rene¬ 
gotiation  Act  of  1951,  as  amended  (relating 
to  mandatory  exemption  for  standard  com¬ 
mercial  articles  and  services) ,  is  amended  to 
read  as  follows: 

“(B)  the  term  ‘standard  commercial  arti¬ 
cle’  means,  with  respect  to  any  fiscal  year, 
an  article — • 

"(i)  which  either  is  customarily  main¬ 
tained  in  stock  by  the  contractor  or  sub¬ 
contractor  or  is  offered  for  sale  in  accord¬ 
ance  with  a  price  schedule  regularly  main¬ 
tained  by  the  contractor  or  subcontractor, 
and 

“(ii)  which  two  or  more  competitors  can 
be  shown  to  maintain  in  stock,  or  which  is 
substantially  similar  to  articles  which  two 
or  more  competitors  offer  for  sale  in  ac¬ 
cordance  with  regularly  established  price 
lists;.” 

SUPPLEMENTARY  COMMENT  ON  DEPARTMENT 

OF  DEFENSE  COMMENTARY  WAYS  AND  MEANS 

HEARINGS,  JULY  29,  1958 

With  respect  to  the  proposed  exclusion 
of  contracts  awarded  as  the  result  of 
competitive  bidding  in  determining 
whether  a  contractor  shall  be  subject 
to  the  act,  a  comment  by  Mr.  Dechert 
of  the  Department  of  Defense,  although 
no  longer  directly  applicable,  should  not 
go  unanswered. 

Mr.  Dechert  said  that  competitive  bid¬ 
ding  “in  the  field  of  complex  items  where 
costs  cannot  be  accurately  forecast  do 
not  guarantee  against  excessive  profits.” 
He  added  that: 

In  the  field  of  aircraft,  for  example,  per¬ 
haps  three  or  more  companies  would  actually 
bid  in  connection  with  a  proposed  contract 
for  the  development  and  production  of  a 
complex  piece  of  equipment.  This  does  not 
mean  that  the  successful  bid  is  based  on 
accurate  cost  estimates.  In  the  procure¬ 
ment  of  complex  equipment,  competition 
does  not  necessarily  guarantee  against  ex¬ 
cessive  profits. 

With  due  respect  to  Mr.  Dechert,  the 
competition  to  which  he  refers  never  is 
on  the  basis  of  a  firm  fixed  price  to  the 


low  bidder.  In  fact,  firm  fixed  price  bids 
are  regarded  as  impossible  “for  the  de¬ 
velopment  and  production  of  a  complex 
piece  of  equipment,”  for  the  very  reason 
he  states,  the  inability  to  make  accurate 
cost  estimates.  Such  competition  is  ac¬ 
tually  conducted  as  a  competitive  nego¬ 
tiation,  evaluation  being  on  the  basis  of 
proposals — not  fixed  price  bids — which 
present  varying  approaches  to  problems 
of  design,  engineering,  manufacture,  and 
so  forth,  plus  an  estimate  of  cost  and  a 
proposed  management  fee.  Such  nego¬ 
tiated  contracts  would  not  have  been  ex¬ 
cluded  by  the  amendment  proposed  last 
year,  nor  would  they  be  excluded  from 
the  computation  provided  for  in  this 
year’s  proposal. 

We  respectfully  urge  the  Committee  on 
Ways  and  Means  to  give  serious  and  sym¬ 
pathetic  consideration  to  our  proposals. 

Finally,  we  would  like  to  call  to  the 
attention  of  the  Members  an  editorial  ap¬ 
pearing  in  the  Wall  Street  Journal  on 
August  4,  1958,  on  the  Renegotiation  Act 
of  1951: 

LOADED  LANGUAGE 

One  of  the  troubles  with  the  current  de¬ 
bate  over  the  Renegotiation  Act  for  Govern¬ 
ment  contracts  is  that  it  is  wrapped  up  in 
some  emotion-laden  language. 

This  is  the  law  which  permits  the  Govern¬ 
ment,  having  once  made  a  contract  with  a 
manufacturer  to  supply  goods  at  a  certain 
price,  to  later  “renegotiate”  it  and  reduce 
the  amount  it  has  agreed  to  pay.  The  law 
is  usually  described  as  one  designed  to  recap¬ 
ture  “excessive  profits”  on  defense  contracts. 

Now  “negotiation”  is  a  respectable  word 
and  “excessive  profits”  a  disreputable  phrase. 
Almost  everyone  is  opposed  to  the  latter  and 
in  favor  of  the  former.  So  a  proposal  to  nego¬ 
tiate  away  excessive  profits  has  a  hard  time 
getting  any  hard  discussion. 

But  before  Congress  leaps  into  extending 
this  wartime  measure  it  ought  to  frankly 
recognize  that  this  "renegotiation”  in  prac¬ 
tice  is  pretty  much  unilateral.  One  party 
in  the  negotiation,  the  manufacturer,  has  a 
pistol  at  his  head.  This  is  especially  true 
of  industries,  like  aircraft  manufacturing, 
that  are  heavily  dependent  on  Government 
business.  As  a  practical  matter,  the  law 
simply  means  that  the  Government  can  later 
change  its  mind  on  what  it  agreed  to. 

And  “excessive  profits”  is  a  phrase  with  no 
definable  meaning.  There  are  those  who 
think  any  profit  excessive,  and  some  who 
think  thus  are  no  strangers  to  Government 
service.  In  practice  it  has  come  to  mean 
any  profit  a  manufacturer  makes  over  and 
above  what  the  Government  now  thinks  he 
ought  to  have  made. 

Quite  apart  from  that,  there  is  room  for  a 
little  thought  about  the  familiar  wartime 
attitude  of  “hang  the  costs”  of  making 
this-or-that;  that  attitude  certainly  wasn’t 
discouraged  by  the  knowledge  that  if  costs 
were  held  down  the  Government  would 
simply  “renegotiate”  any  savings  away  from 
the  manufacturer. 

Nothing  is  so  likely  to  spur  economy  and 
efficiency  in  operation  as  a  reward  for  it; 
nothing  discourages  it  like  the  knowledge 
that  lower  costs  will  profit  the  manufacturer 
nothing.  It  is  not  at  all  unlikely  that  a  re¬ 
negotiation  law  generally  applied  could  in¬ 
crease  the  Government’s  cost  of  buying 
things. 

At  any  rate,  we  think  before  Congress  ap¬ 
proves  the  bill  out  of  habit  it  might  reflect 
that  it  is  endorsing  a  practice  by  the  U.S. 
Government  that  would  hardly  be  tolerated 
in  any  other  buyer. 

The  text  of  our  proposed  amendments 
follows; 
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A  Bill  To  Amend  the  Renegotiation  Act  op 

1951  To  Assist  Small  Business,  and  for 

Other  Purposes 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

DECLARATION  OP  PURPOSE  AND  POLICY 

Section  1.  It  is  hereby  declared  to  be  the 
policy  of  the  Congress,  and  the  purpose  of 
this  Act — 

(1)  to  encourage  subcontracting  in  Gov¬ 
ernment  procurement  tQ  provide  incentives 
for  small  and  independent  business  con¬ 
cerns, 

(2)  to  encourage  prime  contractors  and 
subcontractors  to  subcontract  the  maximum 
proportion  of  their  contracts  and  subcon¬ 
tracts  to  provide  the  proper  profit  motives 
for  small  and  independent  business  concerns 
as  the  cornerstone  of  our  free  enterprise  sys¬ 
tem,  and 

(2)  to  expand  the  Government  procure¬ 
ment  base  by  providing  incentives  and  en¬ 
couragement  to  small  and  independent  busi¬ 
ness  concerns. 

The  Congress  hereby  reaffirms  its  longstand¬ 
ing  policy  of  assuring  to  small  and  inde¬ 
pendent  business  concerns  a  maximum 
proportion  of  the  contracts  for  goods  and 
services  awarded  by  the  various  departments 
and  agencies  of  the  Federal  Government. 

ENCOURAGEMENT  OP  SUBCONTRACTING 

Sec.  2.  Section  103(e)  of  the  Renegotiation 
Act  of  1951,  as  amended  (setting  forth  fac¬ 
tors  to  be  taken  into  account  in  determining 
whether  profits  are  excessive) ,  is  amended  by 
adding  at  the  end  thereof  the  following:  “In 
determining  excessive  profits,  favorable  rec¬ 
ognition  must  be  given  to  economies 
achieved  through  contracting  with  small 
business  concerns  (as  defined  pursuant  to 
section  3  of  the  Small  Business  Act) ;  and  a 
contractor  or  subcontractor  who  achieves 
economies  through  the  programs  of  the  De¬ 
partment  of  Defense,  the  Small  Business  Ad¬ 
ministration,  or  any  other  agency  of  the  Gov¬ 
ernment,  to  increase  the  share  of  such  small 
business  concerns  in  procurement,  shall 
subject  to  other  considerations  set  forth  in 
this  subsection,  be  provided  incentive  re¬ 
wards  through  proportionately  higher  profit 
allowances.”  .  • 

MINIMUM  AMOUNTS  SUBJECT  TO 
RENEGOTIATION 

Sec.  3.  (a)  Section  105(f)(1)  of  the  Re¬ 
negotiation  Act  of  1951,  as  amended  (setting 
forth  minimum  amounts  subject  to  renego¬ 
tiation),  is  amended  (1)  by  inserting  “,  or 
$5,000,000,  in  the  case  of  a  fiscal  year  ending 
after  June  30,  1959”  immediately  after 

“1956”  each  place  it  appears:  and  (2)  by 
adding  at  the  end  thereof  the  following: 
“For  the  purpose  of  determining  pursuant 
to  the  first  sentence  of  this  paragraph 
whether  or  not  the  receipts  or  accruals  from 
such  contracts  and  subcontracts  shall  be 
renegotiated  for  any  fiscal  year,  there  shall 
be  excluded  amounts  received  or  accrued 
from — 

“(A)  any  fixed  price  or  incentive -type 
contract  or  subcontract  if  such  contract  or 
subcontract,  by  its  terms,  is  subject  to  price 
redetermination  or  price  revision;  and 

“(B)  any  contract  or  subcontract  awarded 
at  a  fixed  price  to  the  lowest  acceptable 
bidder  as  a  result  of  competitive  bidding  in 
which  three  or  more  responsive  and  com¬ 
petitive  bidders  have  taken  part." 

(b)  Section  105(f)(3)  of  the  Renegotia¬ 
tion  Act  of  1951,  as  amended  (relating  to 
determination  of  amounts  subject  to  renego¬ 
tiation),  is  amended  (1)  by  inserting  “,  the 
$5,000,000  amount”  immediately  after  “the 
$1,000,000  amount”  in  the  second  sentence; 
and  (2)  by  striking  out  “$1,000,000”  each 
place  it  appears  in  the  last  sentence  and  in¬ 
serting  in  lieu  thereof  “$5,000,000”. 


MANDATORY  EXEMPTIONS  FOR  STANDARD  COM¬ 
MERCIAL  ARTICLES  AND  SERVICES 

Sec.  4.  Section  106(e)  (4)  (B)  of  the  Re¬ 
negotiation  Act  of  1951,  as  amended  (relat¬ 
ing  to  mandatory  exemption  for  standard 
commercial  articles  and  services)  is  amended 
to  read  as  follows : 

“(B)  the  term  ‘standard  commercial  ar¬ 
ticle*  means,  with  respect  to  any  fiscal 
year,  an  article — 

“(i)  which  either  is  customarily  main¬ 
tained  in  stock  by  the  contractor  or  subcon¬ 
tractor  or  is  offered  for  sale  in  accordance 
with  a  price  schedule  regularly  maintained 
by  the  contractor  or  subcontractor;  and 

“(ii)  which  two  or  more  competitors  can 
be  shown  to  maintain  in  stock,  or  which  is 
substantially  similar  to  articles  which  two 
or  more  competitors  offer  for  sale  in  accord¬ 
ance  with  regularly  established  price  lists;”. 

EXTENSION  OF  RENEGOTIATION  ACT  OF  1951 

Sec.  5.  Section  102(c)(1)  of  the  Renego¬ 
tiation  Act  of  1951,  as  amended  (relating  to 
termination  of  the  Act) ,  is  amended  by  strik¬ 
ing  out  “June  30,  1959”  and  inserting  in  lieu 
thereof  “September  30,  1961”. 

effective  date 

Sec.  6.  The  amendments  made  by  section 
2  and  subsection  3(a)  (2)  of  this  Act  shall 
apply  only  in  respect  of  contracts  with  the 
Departments  and  subcontracts  made  after 
June  30,  1959. 

Mr.  ALLEN.  Mr.  Speaker,  I  yield  2 
minutes  to  the  gentleman  from  Michigan 
[Mr.  MeaderL 

(Mr.  MEADER  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks  and  include  extraneous  matter.) 

[Mr.  MEADER  addressed  the  House. 
His  remarks  will  appear  hereafter  in  the 
Appendix.] 

Mr.  BOLLING.  Mr.  Speaker,  I  move 
the  previous  question  on  the  resolution. 

The  previous  question  was  ordered. 

The  resolution  was  agreed  to  and  a 
motion  to  reconsider  was  laid  on  the 
table. 

Mr.  PASCELL.  Mr.  Speaker,  I  move 
that  the  House  resolve  itself  into  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union  for  the  consideration 
of  the  bill  (H.R.  1321)  to  amend  Reor¬ 
ganization  Plan  No.  2  of  1953. 

The  motion  was  agreed  to. 

Accordingly  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  con¬ 
sideration  of  the  bill  H.R.  1321,  with  Mr. 
Bolling  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

By  unanimous  consent  the  first  read¬ 
ing  of  the  bill  was  dispensed  with. 

The  CHAIRMAN.  Under  the  rule  the 
gentleman  from  Florida  [Mr.  Fascell], 
will  be  recognized  for  1  hour  and  the 
gentleman  from  Michigan  [Mr.  Hoff¬ 
man],  for  1  hour. 

The  Chair  recognizes  the  gentleman 
from  Florida. 

Mr.  FASCELL.  Mr.  Chairman,  I  yield 
myself  such  time  as  I  might  consume. 

Mr.  Chairman,  the  bill  before  the  Com¬ 
mittee,  H.R.  1321,  has  two  purposes. 
First,  to  restore  to  the  Administrator  of 
the  Rural  Electrification  Admnnistration 
the  authority  to  approve  or  disapprove 
loans  to  be  made,  under  the  Rural  Elec¬ 
trification  Act  of  1936.  This  loanmaking 
authority  will  not  be  subject  to  the  super¬ 
vision,  direction,  or  any  other  control  by 
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the  Secretary  of  Agriculture.  This  is 
made  clear  in  the  language  of  the  bill 
as  amended  by  the  Committee.  The  bill 
states  that  all  of  the  functions  and 
operations  of  the  Department  and  the 
Administrator  shall  be  exercised  and 
administered  within  the  Department  of 
Agriculture  by  such  Administrator  under 
the  general  direction  and  supervision  of 
the  Secretary  of  Agriculture.  Up  to  this 
point  it  follows  the  language  of  the  1939 
Reorganization  Act.  Then  there  is  added 
the  following  to  make  it  explicit  as  to 
what  the  purpose  of  the  legislation  is; 

Except  that  insofar  as  such  functions  re¬ 
late  to  the  approval  or  disapproval  of  loans 
authorized  to  be  made  under  the  Rural  Elec¬ 
trification  Act  of  1936,  as  amended,  their 
exercise  by  the  Administrator  shall  not  be 
subject  to  the  supervision  or  direction  of,  or 
to  any  other  control  by,  the  Secretary  of  Agri¬ 
culture. 

The  language  is  quite  clear  on  intent. 

The  second  purpose  is  to  reestablish 
in  the  Rural  Electrification  Administra¬ 
tion  functions  which  it  had  prior  to  the 
passage  of  Reorganization  Plan  No.  2  of 
1953  and  to  modify  the  effect  of  that 
plan  and  the  1939  plan  so  that  the  Secre¬ 
tary  of  Agriculture  will  not  be  able  to 
distribute  the  functions  of  REA  and  di¬ 
versify  them  to  other  departments  or 
officials  within  the  Department  of  Agri¬ 
culture. 

We  want  to  maintain  the  REA  as  an 
identifiable  unit  within  the  Department 
of  Agriculture  under  the  general  super¬ 
vision  and  direction  of  the  Secretary  of 
Agriculture,  except  when  it  comes  to 
functions  of  loans.  In  that  case  the  Ad¬ 
ministrator  shall  have  the  authority, 
without  review  or  general  supervision 
of  the  Secretary,  to  make  or  approve  a 
loan. 

The  reasons  for  this  legislation  are 
very,  very  clear,  and  the  issue  is  very, 
very  simple.  You  can  take  your  choice 
of  administration.  The  bill  proposes  one 
way;  others  would  have  it  the  way  it  is. 
For  my  own  part,  I  will  take  the  legisla¬ 
tion  here  recommended  for  reasons  that 
are  manifest. 

In  the  consideration  of  the  language 
of  this  bill  and  the  reasons  why  this 
change  should  be  made,  I  point  out  to 
you  certain  facts.  First  of  all,  under 
the  operations  of  the  Department  and 
the  Administrator  under  the  reorgani¬ 
zation  plan  of  1939,  there  were  no  orders, 
written  or  unwritten;  no  regulations, 
written  or  unwritten,  that  dealt  with  the 
administration  of  the  Rural  Electrifica¬ 
tion  Administration  or  the  Administrator 
in  making  his  loans  under  the  theory  of 
the  1939  reorganization  plan.  The  lan¬ 
guage  of  that  plan  stated  this  specifi¬ 
cally  : 

Sec.  5.  Department  of  Agriculture — Rural 
Electrification  Administration  transfer:  The 
Rural  Electrification  Administration  and  its 
functions  and  activities  are  hereby  trans¬ 
ferred  to  the  Department  of  Agriculture  and 
shall  be  administered  in  that  Department 
by  the  Administrator  of  Rural  Electrification 
Administration  under  the  general  direction 
and  supervision  of  the  Secretary  of  Agri¬ 
culture. 

That  is  the  way  it  operated  until  Re¬ 
organization  Plan  No.  2  of  1953  came 
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along,  which  was  a  general  plan  of  opera¬ 
tion  involving  not  just  the  REA.  And 
it  is  significant  to  note  the  change  that 
took  place  immediately  or  shortly  there¬ 
after  when  this  plan  went  into  opera¬ 
tion. 

You  find  under  the  purview  of  the 
authority  of  reorganization  plan  of  1953 
that  all  of  the  functions  and  operations 
of  the  REA  are  now  transferred  and  rest 
in  the  Secretary  of  Agriculture,  a  tre¬ 
mendous  difference  in  the  concept  of 
operation  from  the  plan  of  1939.  The 
proof  of  the  pudding  is  in  the  fact  that 
the  Secretary  of  Agriculture  himself, 
acting  under  the  purview  of  the  1953 
reorganization  plan,  for  the  first  time 
issued  a  regulation  or  order  directing 
that  all  of  the  functions  which  had  been 
transferred  to  him  under  the  reorgani¬ 
zation  plan  were,  in  turn,  transferred 
right  back  to  the  Administrator  of  REA. 

Mr.  EVENTS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  PASCELL.  I  yield  to  the  gentle¬ 
man  from  Tennessee. 

Mr.  EVINS.  I  would  just  like  to  in¬ 
terrupt  the  gentleman,  who  is  making 
such  an  excellent  talk,  and  say  when  this 
power  was  delegated  to  the  Secretary, 
did  he  not  propose  to  transfer  it  to  a 
central  agency,  after  he  had  promised 
the  Congress  that  if  any  changes  were 
to  be  made  he  would  consult  the  Con¬ 
gress,  and  he  failed  to  do  so? 

Mr.  PASCELL.  I  believe  the  gentle¬ 
man  is  correct,  and  that  is  in  line  with 
the  facts  which  I  will  discuss  in  just  a 
moment.  I  thank  the  gentleman  for 
bringing  that  out. 

As  I  say,  the  proof  of  the  pudding,  un¬ 
der  the  operation  of  the  1953  act,  lies  in 
the  fact  that  the  Secretary  of  Agricul¬ 
ture  issued  an  order  transferring  all  of 
the  power  and  authority  back  to  the  Ad¬ 
ministrator  of  the  REA  for  its  operation, 
reserving  unto  himself,  the  Secretary, 
however,  as  the  law  required  him  to  do, 
the  right  to  take  those  priviliges  and 
functions  back  if  he  so  saw  fit.  This  is 
all  covered  in  the  testimony  which  will 
be  found  in  the  hearings  held  last  year 
and  this  year  on  the  same  subject.  As 
a  matter  of  fact,  then,  under  the  1953 
plan  from  a  practical  standpoint,  we  had 
the  REA  as  an  identifiable  unit  in  the 
Department  of  Agriculture  operating  in¬ 
dependently,  although  technically  and 
legally  that  would  not  be  the  case.  And, 
everything  went  along  fine;  you  heard 
no  complaints  about  REA  loans  until 
when?  In  May  1957  or  thereabouts, 
when  suddenly  comes  to  light  for  the  first 
time  a  so-called  informal  loan  review 
procedure.  Now,  mind  you,  it  was  not 
in  writing;  there  was  no  written  legis¬ 
lation,  and  yet  it  is  a  substantial  proce¬ 
dural  operation  within  the  Department 
which  heretofore  had  not  existed.  Now, 
you  can  draw  your  own  inferences  from 
that  as  far  as  I  am  concerned.  Never¬ 
theless  I  will  state,  as  the  testimony  be¬ 
fore  the  committee  bears  out,  that  this 
was  purely  an  informal  or  oral  arrange¬ 
ment.  The  new  arrangement  simply 
meant  that  whereas  theretofore  the  Ad¬ 
ministrator  of  REA  had  the  actual  sole 
approval  and  authority  of  the  granting 
or  disapproval  of  a  loan,  that  thereafter, 
on  those  loans  which  were  in  excess  of 


$500,000,  that  they  would  then  be  sub¬ 
ject  to  review  by  the  Director  of  Farm 
Credit  Services  before  the  fact  of  final 
approval  by  the  REA  Administrator.  I 
would  call  to  your  attention  the  specific 
testimony,  and  I  believe  it  is  important 
because  it  bears  on  th  fact  of  which 
way  you  will  choose  to  have  REA  op¬ 
erated  and  why  this  legislation  is  now 
before  you.  In  the  hearings  on  the 
legislation  this  year  beginning  on  page 
35,  there  is  an  examination  by  me  of 
Mr.  Scott,  the  Director  of  the  Farm 
Credit  Services,  and  I  leave  you  to  draw 
your  own  inferences  from  the  testimony 
as  to  what  changes  had  taken  place  in 
the  loan  operation  of  REA  and  why: 

On  page  4,  Mr.  Scott,  you  make  the  state¬ 
ment  that  the  Administrator’s  authority  for 
final  approval  of  loans  was  and  is  not  cur¬ 
tailed.  Then  you  follow  that  up,  however, 
by  saying  that  you  have  an  informal  ar¬ 
rangement  whereby  loans  in  excess  of  $1  mil¬ 
lion  are  reviewed  by  you. 

Mr.  Scott.  That  is  correct. 

Mr.  Pascell.  Isn’t  that  a  modification  of 
the  Administrator’s  authority? 

Mr.  Scott.  He  received  the  delegation  of 
authority  from  the  Secretary  when  he  was 
appointed  to  run  the  Rural  Electrification 
Administration  under  the  act,  and  to  take 
actions  on  loans.  That  was  not  interfered 
with  in  any  way.  I  have  no  authority  to  ap¬ 
prove  or  deny  loans.  That  authority  has  al¬ 
ways  been  and  is  now  in  the  Administrator. 
I  review  some  of  them.  As  to  any  applica¬ 
tion  where  I  have  any  points  that  I  think 
might  well  be  brought  to  the  attention  of 
the  Administrator,  I  do  that.  Never  in  any 
sense  have  I  indicated  that  he  should  turn  it 
down  or  approve  it. 

Mr.  Fascell.  If  this  informal  arrangement 
is  not  a  modification  of  the  authority  of  the 
Administrator,  what  is  its  purpose? 

Mr.  Scott.  Well,  it  is  largely  to  keep  the 
Secretary’s  office  informed,  and  me  particu¬ 
larly,  so  that  I  can  bring  to  the  attention  of 
the  Secretary  any  points  about  the  program 
of  any  nature  that  I  hink  would  be  in  keep¬ 
ing  wih  his  responsibilities. 

Mr.  Fascell.  If  the  Administrator  had  a 
direct  delegation  of  authority  under  the  Re¬ 
organisation  Act  from  the  Secretary  of  Agri¬ 
culture,  why  wouldn’t  he  be  automatically 
informed  as  to  everything  that  is  going  on 
in  this  Department? 

Mr.  Scott.  You  mean  the  Secretary  be 
automatically  informed? 

Mr.  Fascell.  Yes.  Isn’t  the  REA  Admin¬ 
istrator  a  part  of  the  Department  of  Agri¬ 
culture? 

Mr.  Scott.  Oh,  yes,  indeed. 

Mr.  Fascell.  Then  why  would  you  have  to 
have  an  informal  procedure  to  keep  the  Sec¬ 
retary  advised?  He  is  under  the  direct  su¬ 
pervision  of  the  Secretary  of  Agriculture,  is 
he  not? 

Mr.  Scott.  That  is  right. 

Mr.  Fascell.  Then  this  informal  arrange¬ 
ment  is  evidently  to  accomplish  something 
else. 

Mr.  Scott.  No;  it  is  not. 

Mr.  Fascell.  Then  I  still  don’t  under¬ 
stand  the  reason  for  the  informal  arrange¬ 
ment. 

Mr.  Scott.  The  pattern  of  operation  in  the 
Department  of  Agriculture  is  to  have  the 
several  bureaus  or  agencies  under  the  super¬ 
vision  and  direction  of  a  staff  member,  the 
Under  Secretary  and  the  Assistant  Secre¬ 
taries,  and  myself,  and  the  administrative 
assistant,  Mr.  Roberts. 

Mr.  Fascell.  Now,  sir,  you  are  Director  of 
Agricultural  Credit  Services? 

Mr.  Scott.  That  is  right. 

Mr.  Fascell.  Under  ordinary  operation  in 
the  chain  of  command  wouldn’t  Mr.  Hamil’s 
department  be  under  your  supervision  and 
direction? 
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Mr.  Hamil  is  the  Administrator  of 
REA. 

Mr.  Scott.  That  is  right. 

Mr.  Fascell.  Then  if  that  is  true,  why  the 
necessity  of  expressing  specifically  an  in¬ 
formal  arrangement  dealing  with  a  particu¬ 
lar  amount  of  loans?  You  have  jurisdiction 
over  everything  he  does,  don’t  you? 

Mr.  Scott.  That  is  correct,  but  in  any 
lending  operation  the  way  to  keep  in  touch 
with  the  loan  requirements  out  in  the  coun¬ 
try,  and  the  specific  needs  in  the  REA  sys¬ 
tems,  to  find  out  what  their  requirements 
are,  what  their  progress  is,  and  their  esti¬ 
mates  of  future  growth,  and  so  on,  you  get 
that  best  from  review  of  the  loan  dockets. 

Mr.  Chairman,  I  am  going  at  length 
into  this  testimony  because  I  believe  it 
develops  very  clearly  between  the  Ad¬ 
ministrator  and  the  Director  of  the 
Farm  Credit  Services  and  myself  in  this 
interrogation  exactly  what  the  issue  is. 
I  continue  quoting  from  the  hearings : 

Mr.  Fascell.  I  will  agree  with  you,  Mr. 
Scott,  but  couldn’t  you  do  that  before  you 
had  this  informal  loan  arrangement? 

Mr.  Scott.  Yes. 

Mr.  Fascell.  All  right,  then,  what  are  you 
doing  now  under  the  informal  arrangement 
that  you  weren’t  doing  before  the  informal 
arrangement? 

Mr.  Scott.  Well,  It  is  an  opportunity  in  an 
orderly  way  to  look  at  the  loan  folders.  I 
didn’t  look  at  very  many  loan  folders  before. 
It  was  an  arrangement  to  have  these  larger 
loans  come  across  my  desk,  to  keep  me  in¬ 
formed  as  to  what  the  situation  is. 

Mr.  Fascell.  In  other  words,  what  you  are 
telling  me,  as  I  understand  it,  is  the  practice 
in  the  Department  was,  prior  to  the  time 
that  this  informal  arrangement  was  set  up, 
that  nobody  reviewed  Mr.  Hamil’s  activities. 
For  all  intents  and  purposes,  he  was  an  inde¬ 
pendent  operation,  even  though  he  was 
under  the  direction,  supervision,  and  in  the 
chain  of  command  which  flowed  through  you, 
to  the  Secretary,  so  that  there  would  be  no 
misunderstanding  about  a  definite  review 
practice  being  established,  you  set  up  this 
informal  review  basis,  even  though  you  had 
the  authority  prior  to  that  time  to  do  the 
same  thing? 

Mr.  Scott.  That  is  right.  Mr.  Hamil  and 
his  predecessor,  Mr.  Nelson,  and  I  frequently 
talked  about  matters,  but  this  was  thought 
to  be  a  more  orderly  way  and  a  very  simple 
way  for  me  to  keep  in  touch  with  the  prob¬ 
lems  and  progress  of  the  system  out  through 
the  country. 

Mr.  Fascell.  I  am  still  at  a  loss  and  I  can’t 
understand  why  it  is  necessary  to  have  a 
particular  administrative  procedure  identi¬ 
fied  as  such  when  you  had  the  authority  to 
do  the  same  thing  all  along. 

This  gives  rise  to  speculation,  at  least, 
if  not  actual  fact,  that  something  is  now 
being  done  that  wasn’t  done  before,  and  in 
order  to  do  that  you  had  to  specify  it  even 
though  it  is  informally. 

I  don’t  see  how  you  can  escape  that,  and 
this  is,  by  the  way,  an  oral  proposition,  there 
is  no  written  regulation  or  directive? 

Mr.  Scott.  That  is  correct. 

Mr.  Fascell.  So  we  have  the  same  situ¬ 
ation  today  as  we  did  the  last  time  we  dis¬ 
cussed  this  matter.  Do  I  understand,  Mr. 
Scott,  that  under  the  present  procedure  of 
this  informal  arrangement  that  Mr.  Hamil 
has  a  completed  docket  prior  to  the  time 
he  comes  to  you,  if  it  is  in  excess  of  $1 
million? 

Mr.  Scott.  Yes. 

Mr.  Fascell.  And  when  the  matter  Is 
brought  to  you,  has  he  decided  what  action 
should  be  taken  before  it  comes  to  you? 

Mr.  Scott.  Well,  I  don’t  attempt  to  find 
out  whether  he  has  or  has  not.  As  a  mat¬ 
ter  of  fact,  I  am  quite  sure  that  sometimes 
I  see  the  loan  before  he  does.  These  dockets 
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represent  the  judgment  of  his  staff  people, 
including  the  men  that  work  there  in  the 
General  Counsel’s  office. 

Mr.  Fascell.  Maybe  I  better  direct  my 
questions  to  Mr.  Hamil;  would  you  inform 
me  what  the  procedure  is  now.  If  a  docket 
is  presented,  and  I  assume  that  it  is  a  file 
folder,  it  starts  out  with  the  basic  appli¬ 
cation  and  then  goes  with  their — with  staff 
studies,  and  what  not,  stuck  on  top  of  it? 

Mr.  Hamil.  Yes. 

Ml-.  BROWN  of  Ohio.  Mr.  Chairman, 
will  the  gentleman  yield  for  an  inquiry? 

Mr.  FASCELL.  I  yield. 

Mr.  BROWN  of  Ohio.  Is  the  gentle¬ 
man  reading  from  the  hearings  of  1958 
or  from  the  hearings  of  1959,  which  have 
not  been  printed  and  are  not  available 
to  the  House?  As  far  as  the  minority 
is  concerned,  they  are  not  available  here. 
From  which  hearings  is  the  gentleman 
reading? 

Mr.  FASCELL.  As  I  stated  when  I 
started,  I  began  reading  on  page  35  of 
the  printed  hearings  of  1959  on  the  legis¬ 
lation. 

Mr.  BROWN  of  Ohio.  They  just 
came  over,  I  understand,  and  were  de¬ 
livered  today.  We  have  not  even  had 
an  opportunity  to  read  them. 

Mr.  FASCELL.  However,  you  have 
had  the  galley  proofs  for  a  long  time. 
Now,  to  continue  with  the  testimony  I 
was  reading: 

Mr.  Fascell.  And  finally  somebody  gets 
around  to  putting  a  final  sheet  of  paper  on 
top  of  it  which  says  yes  or  no,  Mr.  Hamil; 
is  that  what  you  do? 

Mr.  Hamil.  I  sign  all  loan  dockets.  That 
makes  it  a  legal  instrument,  and  in  my 
absence,  as  I  told  you  a  minute  ago,  I 
delegate  the  authority.  Let  me  put  it  this 
way:  No  loan  has  ever  gone  to  Mr.  Scott’s 
desk  that  I  didn’t  intend  to  make.  I  have 
made  every  one  of  them  that  went  to  Mr. 
Scott’s  desk. 

Mr.  Fascell.  That  doesn’t  answer  my 
question. 

Mr.  Hamil.  Well,  what  do  you  want,  Mr. 
Fascell? 

Mr.  Fascell.  I  can  appreciate  what  you  are 
telling  me.  I  have  no  quarrel  with  that. 
All  I  am  trying  to  find  out  now  is  whether 
or  not  you  actually,  in  writing,  take  final 
action  on  a  loan  prior  to  the  time  it  is  sub¬ 
mitted  for  review. 

Mr.  Hamil.  I  have  in  many  cases,  I  can 
any  time  I  want  to. 

Mr.  Fascell.  All  right. 

Mr.  Hamil.  I  am  the  Administrator,  Mr. 
Congressman,  and  I  can  sign  those  dockets 
any  time  I  want  to. 

Mr.  Fascell.  When  you  say  sign  a  docket, 
just  what  does  that  mean;  tell  me. 

Mr.  Hamil.  That  makes  it  a  legal  document 
obligating  the  United  States  of  America. 

Mr.  Fascell.  In  other  words,  it  is  the  final 
paper  which  indicates  that  the  applicant  is 
entitled  to  the  money? 

Mr.  Hamil.  Yes,  it  is  a  commitment.  Con¬ 
gressman.  There  may  be  a  stop  order  pro¬ 
vision  saying  that  the  borrower  must  meet 
certain  qualifications  before  we  will  release 
the  funds. 

Mr.  Fascell.  I  see.  But  for  all  intents  and 
purposes  it  is  the  final  commitment? 

Mr.  Hamil.  Yes. 

Mr.  Fascell.  Now,  all  I  am  trying  to  estab¬ 
lish  is  the  procedure.  Do  I  understand  that 
the  final  commitment  in  all  cases  involv¬ 
ing  $1  million  is  or  is  not  signed  by  you 
prior  to  submission  for  review  under  this 
informal  arrangement  you  have? 

Mr.  Hamil.  Basically,  they  have  not  been 
signed  before  I  send  them  over. 


Mr.  Fascell.  All  right,  then,  any  loans  for 
$1  million  are  submitted  to  you  and  then 
they  are  signed  by  you? 

Mr.  Hamil.  Yes. 

Mr.  Fascell.  That  is  the  procedure? 

Mr.  Hamil.  Yes,  as  Mr.  Scott  has  told  you, 
Mr.  Congressman,  it  has  been  an  informal 
procedure  for  discussion  purposes.  This  is 
no  small  amount  we  are  dealing  with. 

Mr.  Fascell.  I  didn’t  say  it  was.  I  don’t 
mean  to  be  derogatory  at  all.  Now,  isn’t 
it  a  fact,  Mr.  Hamil,  prior  to  1957,  when 
the  first  informal  arrangement  was  made, 
that  the  final  commitment  was  signed  by 
you  without  prior  review? 

Mr.  Hamil.  I  discussed  many  loans  with 
Mr.  Scott  prior  to  that. 

I  am  still  bearing  on  the  question  be¬ 
cause  I  want  a  direct  answer. 

Mr.  Fascell.  I  am  sure  you  did,  and  with 
other  people,  but  the  basic  difference  be¬ 
tween  your  operation  prior  to  1957  and  today 
is  that  in  those  loans  under  which  this  in¬ 
formal  arrangement  applied,  you  do  not 
actually  sign  the  final  commitment  until 
after  the  review  has  been  made? 

Mr.  Hamil.  That  is  basically  right. 

Mr.  Chairman,  I  should  like  to  tie  that 
testimony  in  with  a  little  bit  of  testimony 
that  came  out  of  the  last  hearings,  and  I 
refer  to  page  206  of  the  hearings  on  the 
legislation  in  the  last  year,  when  a  simi¬ 
lar  bill  was  before  the  committee. 

Again  the  interrogation  was  of  Mr. 
Scott  by  Mr.  Lanigan,  and  I  quote  from 
page  206: 

Mr.  Lanigan.  I  just  wanted  to  get  back  to 
this  construction  that  you  had — this  discus¬ 
sion  you  had,  whether  you  would  review  the 
loans  before  they  were  made  rather  than 
after  they  were  made. 

Mr.  Scott.  Yes. 

Mr.  Lanigan.  Why  were  you  to  review  them 
before? 

Mr.  Scott.  Well — 

And  this  is  the  issue,  as  I  see  it — 

Well,  if  you  are  going  to  have  any  influence 
on  policies  on  a  loan,  certainly  the  time  to 
discuss  it  is  before  the  loan  is  made. 

Mr.  Chairman,  I  do  not  know  how  you 
can  document  any  clearer  than  that  what 
the  intent  is,  and  what  the  change  is  that 
has  taken  place  in  the  operation  of  the 
Administrator  of  the  Rural  Electrifica¬ 
tion  Administration  within  the  Depart¬ 
ment  of  Agriculture  under  the  procedure 
that  exists  under  the  reorganization  plan 
of  1953  and  the  Secretary  of  Agriculture’s 
loan-review  policy. 

Now,  it  has  been  said,  and  it  probably 
will  be  said,  that  by  this  bill  we  are  start¬ 
ing  some  kind  of  precedent  which  is  an 
administrative  monstrosity.  I  would 
say  in  answer  to  that,  and  I  point  this 
out  in  the  affirmative  discussion  on  this 
legislation,  that  when  Congress  set  up 
the  REA  with  the  policies  inherent  in 
that  legislation,  they  provided  that  an 
Administrator  should  be  elected  for  a 
10-year  term.  Everybody  here  under¬ 
stands  why  that  was  done.  It  was  to 
free  the  Administrator  from  outside 
pressure.  All  we  are  seeking  to  do  in 
this  legislation  is  to  be  sure  that  even 
though  certain  administrative  changes 
have  been  made  which  are  a  benefit  for 
accounting  purposes  and  budget  pur¬ 
poses  and  personnel  purposes  and  other 
administrative  purposes,  we  do  not  de¬ 
stroy  the  original  intent  that  Congress 
had  in  setting  up  this  act  as  far  as  the 


independent  loan  actions  of  the  Admin¬ 
istrator  are  concerned ;  and  we  do  not  in¬ 
flict  upon  his  independent  judgment  any 
policies  or  criteria  which  were  not  spelled 
out  by  the  Congress  in  that  act.  That 
is  all  we  mean  to  say. 

The  same  procedure  with  respect  to 
the  independence  of  units  within  a  de¬ 
partment  exists  in  other  cases.  They 
are  spelled  out  in  the  reports.  There  is 
nothing  unusual  about  it.  Other  officers 
are  given  independence  with  respect  to 
certain  functions  in  which  they  have  the 
sole  authority  despite  the  fact  that  they 
are  in  a  chain  of  administrative  com¬ 
mand  in  a  larger  department. 

Mr.  Chairman,  in  conclusion  I  submit 
there  is  a  very  real  reason  that  since  1957 
there  has  been  considerable  question 
around  the  country  with  the  REA’s  and 
the  cooperatives  all  of  whom  support  the 
legislation.  I  believe  it  is  well  founded. 
I  believe  this  legislation  provides  a  mod¬ 
erate  approach  to  correct  that  problem, 
and  I  submit  it  should  be  adopted. 

Mr.  McGOVERN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  FASCELL.  I  yield. 

Mr.  McGOVERN.  I  want  to  associate 
myself  with  the  very  fine  remarks  that 
the  gentleman  from  Florida  has  just 
made.  In  that  connection,  a  few  minutes 
ago,  it  was  charged  by  the  distinguished 
minority  leader  in  citing  the  committee 
report,  for  authority,  that  the  report 
stated  the  1939  act  had  actually  trans- 
'ferred  the  loanmaking  authority  from 
the  Administrator  of  the  REA  to  the  Sec¬ 
retary  of  Agriculture,  but  in  reading  the 
report  since  that  time,  it  becomes  clear 
to  me,  and  I  think  to  the  gentleman,  that 
the  report  says  just  the  opposite. 

If  you  will  turn  to  page  3  of  the  com¬ 
mittee  report,  this  is  what  we  read : 

While  the  1939  plan  transferred  the  func¬ 
tions  and  activities  of  the  Rural  Electrifica¬ 
tion  Administration  to  the  Department  of 
Agriculture,  it  continued  the  administration 
of  these  functions  and  activities  in  the  Ad¬ 
ministrator  of  Rural  Electrification  Admin¬ 
istration. 

Mr.  FASCELL.  I  thank  the  gentleman 
for  pointing  out  what  the  committee  re¬ 
port  had  to  say,  and  I  certainly  agree  in 
that  analysis  of  it. 

(Mr.  FASCELL  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

The  CHAIRMAN.  The  gentleman 
from  Florida  [Mr.  Fascell]  has  con¬ 
sumed  25  minutes. 

The  gentleman  from  Ohio  [Mr. 
Brown]  is  recognized. 

(Mr.  BROWN  of  Ohio  asked  and  was 
given  permission  to  revise  and  extend 
his  remarks.) 

Mr.  BROWN  of  Ohio.  Mr.  Chairman, 

I  yield  myself  such  time  as  I  may  use. 

Mr.  Chairman,  I  have  listened  with  a 
great  deal  of  attention  to  my  very  able 
and  very  learned  colleague  on  the  com¬ 
mittee,  the  gentleman  from  Florida,  [Mr. 
Fascell],  for  whom  I  have  gained  a 
great  admiration  and  respect  and  also 
a  great  deal  of  affection  throughout  the 
time  we  have  been  serving  together.  He 
is  indeed  a  very,  very  able  pleader  at 
the  bar.  I  want  to  congratulate  him 
upon  being  skillful  enough  to  present  a 
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bad  case  in  a  rather  favorable  light  to 
this  body. 

I  would  like  to  discuss  with  you,  if 
I  may,  for  a  little  while  some  facts  about 
this  situation  and  about  this  legislation, 
and  about  the  background  of  the  Rural 
Electric  Administration. 

In  the  first  place,  I  think  it  should  be 
written  indelibly  in  the  Record  of  this 
House  at  this  time  that  a  great  majority 
of  the  membership  of  this  body  on  both 
sides  of  the  aisle  support  the  idea  and 
the  ideals  of  the  REA.  I  think  it  should 
be  made  clear  that  I  have  throughout 
the  years  of  service  in  Congress,  and  it 
has  been  a  long,  long  time,  as  most  of 
you  know,  supported  REA  appropriations 
and  all  beneficial  laws  for  the  purpose 
for  which  REA  and  later  the  telephone 
arrangement  under  REA  were  enacted. 

I  think  it  should  also  be  made  clear 
in  the  very  beginning  that  the  present 
administration  now  in  control  of  the 
executive  branch  of  the  Government 
has  been  very  much  interested  in  the 
welfare  of  REA  and  interested  in  the 
services  it  has  rendered. 

In  this  connection  I  would  like  to  point 
out  as  a  matter  of  record  and  as  a  matter 
of  fact  that  during  the  6  years  of  the 
present  administration,  from  1953 
through  1958,  there  was  $1,545  million 
Federal  funds  made  available  for  REA 
purposes,  while  during  the  17  V2  years,  or 
nearly  18  years  in  which  our  Democratic 
friends  controlled  the  administration 
there  was  a  total  sum  of  $2,954  million 
made  available  for  the  use  of  REA. 

I  refer  to  the  minority  report  which 
appears  on  page  25.  May  I  expi’ess  the 
hope  that  before  you  vote  on  this  par¬ 
ticular  measure  you  at  least  take  the 
time  to  read  the  hearings.  They  are 
available  just  now.  They  came  in  after 
I  took  my  seat  at  the  table  in  charge  of 
this  bill;  and  that  you  read  the  report, 
and  especially  the  minority  report.  The 
facts  are  that  when  REA  was  established 
back  in  1936  it  was  created  as  an  inde¬ 
pendent  agency  of  the  Government, 
coming  under  the  direction  and  control 
of  the  office  of  President  of  the  United 
States.  President  Roosevelt  back  in 
1939,  realizing  the  pressures  that  were 
upon  him  because  of  this  great  multitude 
of  independent  agencies  that  had  been 
placed  under  the  office  of  the  President, 
in  Reorganization  Plan  No.  2,  which 
was  submitted  to  Congress  at  that  time 
by  him,  requested  that  this  independent 
agency  be  transferred  and  put  under  the 
jurisdiction,  direction  and  control  of  the 
Secretary  of  Agriculture. 

There  was  no  opposition  to  the  reor¬ 
ganization  plan  submitted  by  President 
Roosevelt  by  those  Members  who  oppose 
this  bill  today  and  who  served  here  then. 

A  little  later  came  the  first  Hoover 
Commission,  which  was  instituted  by  a 
unanimous  vote  of  both  the  House  and 
the  Senate  to  act  as  an  am  of  the  Con¬ 
gress.  In  their  findings  reported  to  the 
Congress  and  to  the  President  they  said 
we  should  transfer  more  of  these  inde¬ 
pendent  agencies  out  of  the  Office  of  the 
President  of  the  United  States  to  the 
different  Cabinet  officials  for  operational 
purposes,  for  supervision,  so  that  the 
President  himself  would  not  be  required 
to  pass  upon  these  matters. 


You  and  I  are  practical  people;  I  see 
some  of  my  friends  today  who  are  very 
realistic  in  politics.  I  do  not  believe  any¬ 
one  will  contend  that  when  a  so-called 
independent  agency  is  placed  under  the 
President  of  the  United  States  that  the 
President  of  the  United  States  and  the 
White  House  Office  does  not  have  some¬ 
thing  to  say  about  the  policies  that  are 
followed  and  the  actions  that  are  taken 
by  the  heads  of  these  independent  agen¬ 
cies.  So,  really,  when  we  get  down  to 
cases,  when  we  discuss  this  situation 
realistically  as  men  and  women  who  have 
had  some  experience  in  public  life,  per¬ 
sons  who  are  not  as  naive  as  my  friend 
from  Florida  would  like  to  have  some 
people  believe,  it  does  not  make  too  much 
difference  in  the  end,  in  the  summation, 
whether  it  is  the  Secretary  of  Agricul¬ 
ture  or  the  President  of  the  United 
States  who  may  be  consulted,  who  may 
review,  who  may  take  a  look  at  the  loans 
being  made  or  the  money  being  obtained 
from  the  Federal  Treasury  by  any  agency 
of  Government  which  may  come  under 
their  jurisdiction,  regardless  of  which  it 
may  be.  I  think  most  of  you  will  agree 
that  this  is  rightfully  so;  because,  after 
all,  the  Cabinet  officers,  out  of  their  own 
confines  of  jurisdiction,  the  President 
within  his,  have  the  responsibility  to  the 
people  of  the  country  to  know  what  the 
cost  of  any  agency  or  any  activity  of 
Government  may  be.  I  believe  if  you  will 
check  the  records  and  the  reports  that 
have  been  referred  to  here,  and  read 
these  hearings — and  we  had  voluminous 
hearings  a  year  ago,  or  almost  a  year 
ago,  and  again  shorter  hearings  this  year 
on  this  subject — you  will  find  there  a 
rather'plain  story  about  this  whole  situa¬ 
tion,  something  that  you  want  to  think 
about;  and  that,  my  friends,  is  that  there 
was  not  one  single  word  or  one  iota  of 
testimony  given  or  taken  that  the  Secre¬ 
tary  of  Agriculture  had  ever  at  any  time 
interfered  in  any  way  with  the  Director 
of  REA  in  making  these  loans.  Seem¬ 
ingly,  the  only  thing  the  Secretary  of 
Agriculture  is  guilty  of  is  inquiring  for 
information,  getting  information  that 
will  be  of  benefit  to  him  and  the  Presi¬ 
dent  of  the  United  States  and  which  I 
hope  will  be  of  some  benefit  to  the  Con¬ 
gress  of  the  United  States,  which,  after 
all,  has  to  pass  upon  the  appropriations 
and  the  expenditures  of  public  funds. 

No;  I  took  particular  interest  in  it  to 
inquire  of  every  critical  witness  who 
came  before  our  committee  either  last 
year  or  this  year  if  they  could  point  to 
a  single  instance,  Mr.  Chairman,  where 
the  Secretary  of  Agriculture  had  inter¬ 
fered  in  any  way  with  the  making  of 
these  loans.  I  heard  the  dialog  that 
went  on  between  the  gentleman  from 
Illinois  and  the  gentleman  from  Indiana 
about  an  REA  loan  that  was  made  or 
was  not  made  down  in  southern  Indiana. 
I  am  sorry  the  gentleman  from  Illinois 
has  not  had  the  opportunity  to  read  the 
hearings.  But  I  recall  very  distinctly 
that  the  testimony  showed  the  request  of 
the  REA  cooperative  for  one  of  the  loans 
had  been  withdrawn  and  the  loan  was 
not  being  requested,  had  not  been  asked 
for,  and  it  was  not  rejected  or  not  turned 
down  by  either  the  REA  Administrator 
or  by  the  Secretary  of  Agriculture. 


April  lit 

Now,  what  have  we  here?  We  have 
only  the  expressed  fear  on  the  part  of 
somebody,  somehow,  that  perhaps  some¬ 
body  in  the  distant  future,  some  Secre¬ 
tary  of  Agriculture,  or  if  it  goes  back  to 
the  Office  of  the  President,  if  you  trans¬ 
fer  it  there,  some  President  might  say 
that  this  loan  is  not  justified  and  should 
not  be  made. 

The  facts  are,  and  we  ought  to  discuss 
facts  when  we  consider  legislation  of  this 
kind,  that  this  Congress  accepted  with¬ 
out  the  opposition  of  those  who  now 
propose  the  legislation,  the  reorganiza¬ 
tion  plan  not  only  of  1939,  as  I  men¬ 
tioned  a  moment  ago,  but  also  Reorgani¬ 
zation  Plan  No.  2  of  1953. 

The  facts  are,  whether  you  like  it  or 
not,  if  you  will  read  this  bill  the  language 
speaks  for  itself  that  it  is  now  being  pro¬ 
posed  by  the  sponsors  of  the  legislation 
that  you  amend  both  Reorganization 
Plan  No.  2  of  1939  and  Reorganization 
Plan  No.  2  of  1953.  If  as  I  understood 
the  gentleman  from  Florida  to  say  really 
all  this  trouble  springs  from  the  reor¬ 
ganization  plan  of  1953,  I  ask  you  in  the 
name  of  commonsense  why  was  it  neces¬ 
sary  or  advisable  or  wise  to  write  legis¬ 
lation  that  would  also  amend  the  re¬ 
organization  plan  of  1939? 

No;  the  facts  are  as  I  said  a  moment 
ago,  someone  has  a  fear  that  a  future 
Secretary  may  overrule  some  loan. 

The  facts  are,  Mr.  Chairman,  that  we 
now  have  more  than  95  percent  of  the 
farms  of  this  country  being  served  with 
electricity,  either  from  REA,  and  it  is  a 
glorious  record  that  the  REA  has  written 
in  this  field  of  activity,  or  by  private 
power  companies.  The  facts  are  that 
75  percent  or  more  of  the  loans  that 
are  now  being  made  under  REA  are  for 
the  purpose  of  extending  power  facili¬ 
ties  into  urban  and  suburban  areas  for 
use  not  only  by  householders  but  for  the 
use  of  industry. 

The  facts  are,  in  my  opinion,  that 
sometime,  someday,  the  Congress  of  the 
United  States,  which  created  this  great 
agency,  must  take  a  look  at  it  once  more 
to  see  just  what  we  should  do  in  the 
future  about  this  matter. 

Now,  it  is  my  contention,  it  is  my  be¬ 
lief,  in  view  of  the  facts,  in  view  of  the 
record,  that  there  is  not  one  single  bit 
of  testimony  in  these  hearings  that 
shows — and  no  witness  could  point  to  a 
single  incident — where  any  damage  has 
been  done  in  any  way  to  REA  or  where 
any  loan  has  been  rejected  by  the  Ad¬ 
ministrator  either  with  or  without  the 
review  or  the  suggestion  of  the  Secretary 
of  Agriculture  or  any  of  his  deputies. 
Consequently,  I  cannot  understand  for 
the  life  of  me,  having  sat  for  weeks  and 
weeks  through  these  hearings  last  sum¬ 
mer  and  again  this  spring,  why  this  leg¬ 
islation  is  either  necessary  or  wise.  Why 
some  Members  of  this  House  who 
marched  up  the  hill,  if  you  please,  in 
1939  and  again  in  1953  to  give  us  a  better 
administrative  setup  for  our  Govern¬ 
ment,  a  better  control  of  the  functions  of 
Government,  now  want  to  turn  around 
and  march  down  the  hill  again  and  dis¬ 
integrate  and  destroy,  or  at  least  maim 
and  injure  the  very  agency  of  Govern¬ 
ment  that  they  created, -the  very  methods 
that  they  said  a  short  time  ago  were  good 
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and  right  and  were  proper,  just  does  not 
make  sense.  There  is  no  reason  in  the 
world  that  I  know  of  that  any  member 
of  any  REA  cooperative  should  have  any 
fear  that  any  of  their  proper  activities 
will  be  interfered  with  in  any  way  by  this 
or,  I  believe,  by  any  other  administra¬ 
tion;  by  this  Secretary  of  Agriculture  or 
by  this  President  or  by  any  other  Secre¬ 
tary  of  Agriculture  or  any  other  Presi¬ 
dent  who  may  come  from  my  party  or 
from  yours.  So,  I  cannot  support  this 
bill,  much  as  I  believe  in  the  purposes 
of  the  Rural  Electrification  Administra¬ 
tion  and  much  as  I  have  supported  that 
organization  throughout  the  years  and 
expect  to  continue  to  support  it  in  all  of 
its  proper  activities. 

Mr.  CURTIS  of  Missouri.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  BROWN  of  Ohio.  I  yield  to  the 
gentleman  from  Missouri. 

Mr.  CURTIS  of  Missouri.  I  want  to 
thank  the  gentleman  for  his  statement 
and  ask  him  a  question.  I  have  read 
over  this  report  and  I  do  not  believe  I 
have  ever  seen  a  report  from  a  commit¬ 
tee  of  quite  this  nature,  because  the  re¬ 
port  itself  takes  up  only  about  four 
pages  plus,  but  then  the  bulk  of  this  re¬ 
port  seems  to  be  a  statement  of  Clyde  T. 
Ellis,  general  manager  of  the  National 
Rural  Electric  Cooperative  Association. 
He  is  not  a  Member  of  Congress.  Was 
he  a  witness  and  was  he  interrogated? 

Mr.  BROWN  of  Ohio.  He  was  a  wit¬ 
ness  before  the  committee  back  in  1958. 
He  filed  a  statement. 

Mr.  CURTIS  of  Missouri.  Why  would 
11  or  12  pages  of  this  report — and  it  is 
only  a  short  report — be  taken  up  with 
his  statement?  I  have  never  seen  a 
committee  report  of  that  nature. 

Mr.  BROWN  of  Ohio.  The  gentleman 
has  asked  me  a  question  that  I,  of  course, 
cannot  answer,  because  I  did  not  prepare 
nor  did  I  sign  the  majority  report.  If 
the  gentleman  will  turn  the  pages,  he  will 
find  that  I  prepared  and  I  filed  the  mi¬ 
nority  report,  which  starts  on  page  24. 

Mr.  CURTIS  of  Missouri.  May  I  ask 
this  further  question.  May  we  presume, 
then,  that  the  majority  is  endorsing  this 
statement  of  Mr.  Ellis? 

Mr.  BROWN  of  Ohio.  The  gentleman 
will  have  to  decide  that  for  himself.  I 
do  know,  of  course,  that  Mr.  Ellis  is  not 
a  Member  of  Congress.  He  was  a  Mem¬ 
ber  of  Congress.  Probably  he  is  in  a 
much  more  prosperous  position  and  con¬ 
dition  today  than  the  average  Member 
of  Congress.  I  do  know  that  he  heads  a 
great  organization  and  is  interested  in 
legislation  of  this  type.  I  do  know  that 
he  has  been  a  very  vehement  witness  in 
his  testimony,  yet  he  did  not  point  out  a 
single  instance  or  submit  to  the  commit¬ 
tee  a  single  bit  of  direct  evidence  or  even 
indirect  evidence  that  in  any  way  the 
Secretary  of  Agriculture  had  interferred 
with  the  director  of  REA  in  making  loans. 
And  I  want  to  emphasize  for  the  record, 
the  Assistant  Secretary  of  Agriculture, 
as  well. 

Mr.  YOUNGER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  BROWN  of  Ohio.  I  yield  to  the 
gentleman. 

Mr.  YOUNGER.  The  gentleman  is  a 
member  of  the  Hoover  Commission.  Is 


this  bill  in  line  with  the  Hoover  Commis¬ 
sion  recommendations? 

Mr.  BROWN  of  Ohio.  This  bill? 

Mr.  YOUNGER.  Yes. 

Mr.  BROWN  of  Ohio.  No.  Reorgan¬ 
ization  Plan  No.  2  of  1939  was  sent  up  by 
President  Roosevelt  before  the  Hoover 
Commission  became  active.  Reorgan¬ 
ization  Plan  No.  2  of  1953,  as  well  as  the 
other,  are  both  in  line  with  the  Hoover 
Commission  recommendations  that  were 
made  by  the  first  Hoover  Commission. 

Mr.  JONAS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BROWN  of  Ohio.  I  yield  to  the 
gentleman. 

Mr.  JONAS.  Considering  the  fact 
that  since  its  organization  in  1935  and 
up  to  1958  the  U.S.  Government  has 
loaned  $3.8  billion  for  this  program,  is 
there  anything  inherently  wrong  in  hav¬ 
ing  a  Cabinet  member  supervise  loans 
that  are  in  excess  of  $1  million?  It 
strikes  me,  since  we  already  owe  more 
money  than  all  the  nations  of  the  world 
put  together  and  we  are  facing  a  $12 
or  $14  billion  deficit  this  year,  it  is  high 
time  that  somebody  began  to  supervise 
some  of  the  lending  agencies.  Is  there 
anything  inherently  wrong  with  this? 

Mr.  BROWN  of  Ohio.  I  get  the  im¬ 
port  of  the  gentleman’s  question.  I  cer¬ 
tainly  do  not  feel  so.  As  I  stated  a 
moment  ago,  I  feel  there  is  some  respon¬ 
sibility  on  the  part  of  the  administra¬ 
tion,  and  certainly  of  the  Cabinet  officers 
under  whose  jurisdiction  these  different 
agencies  come,  at  least  to  obtain  infor¬ 
mation  and  be  able  to  furnish  it  to  the 
Congress  of  the  United  States  and  to  the 
American  people. 

Mr.  JONAS.  Am  I  correct  in  my  un¬ 
derstanding  that  the  purpose  of  this 
legislation  is  to  take  away  from  the 
Secretary  of  Agriculture  any  authority 
to  inspect,  examine,  supervise  or  give 
advice  about  the  making  of  loans  in 
excess  of  $1  million? 

Mr.  BROWN  of  Ohio.  That  is  a 
rather  broad  coverage  but,  as  I  read 
this  bill,  the  Secretary  of  Agriculture 
would  have  no  control,  no‘  right  of  re¬ 
view,  no  right  of  resurvey  or  study  or 
right  to  comment  on  any  loan  that  the 
Director  of  the  REA  might  desire  to 
make.  He  would  be  a  free  agent,  on 
his  own,  absolutely. 

Mr.  HOFFMAN  of  Michigan.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  BROWN  of  Ohio.  I  yield  to  the 
gentleman  from  Michigan. 

Mr.  HOFFMAN  of  Michigan.  On 
page  126  of  the  hearings  of  1958  I  find 
this  question  asked  of  Mr.  Ellis: 

Well,  on  page  2  you  say  there  is  a  master 
plan  to  drain  REA  of  its  life  and  vitality? 

Mr.  Ellis.  Yes,  sir. 

Mr.  Hoffman.  You  are  referring  to  Mr. 
Benson;  are  you? 

Mr.  Ellis.  I  am  referring  to  the  master 
plan  as  outlined  first  by  the - 

Mr.  Hoffman.  Are  you  referring  to  Mr. 
Benson? 

Mr.  Ellis.  As  being  a  party  to  it,  yes. 

Mr.  Hoffman.  Who  else  is  in  it,  briefly? 
Just  the  names  and  the  positions  they  hold. 

Mr.  Ellis.  The  plan  was  outlined,  the  first 
time  I  saw  it,  by  the  task  force  on  lending 
agencies  of  the  Hoover  Commission.  Now 
the  Hoover  Commission  did  not  adopt  the 
task  force  recommendations  but  the  task 
force  made  four  recommendations. 
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Mr.  Hoffman.  Just  a  minute.  Now,  Mr. 
Chairman,  I  do  not  want  to  take  a  lot  of 
time.  If  you  will  just  answer  my  questions, 
we  will  get  through  very  quickly. 

Is  asked  you  who  besides  Benson  partici¬ 
pated  in  this  master  plan  as  you  term  it,  to 
destroy  REA? 

I  would  like  to  have  the  Members 
notice  this  vile,  wicked  conspiracy  here 
that  Mr.  Ellis  seems  to  see  somewhere. 
Here  is  his  answer. 

Mr.  Ellis.  The  power  companies. 

Mr.  Hoffman.  Well,  name  them. 

Mr.  Ellis.  Mr.  Elsenhower,  President 
Eisenhower,  Mr.  Benson,  Douglas  McKay,  and 
now  I  fear  Secretary  Seaton. 

The  gentleman  says  it  is  the  power 
companies.  I  ask  the  gentleman  from 
Ohio,  did  you  ever  hear  of  President 
Eisenhower  being  a  power  company  be¬ 
fore? 

Mr.  BROWN  of  Ohio.  I  never  knew 
he  was  engaged  in  that  activity.  I 
thought,  before  he  became  President,  he 
was  a  general.  But  I  may  have  been 
misinformed. 

Mr.  HOFFMAN  of  Michigan.  I  wish 
the  gentleman  would  read  this  record 
again. 

Mr.  BROWN  of  Ohio.  I  shall  check 
it  very  carefully.  I  heard  that  testimony, 
participated  in  it. 

Mr.  HOFFMAN  of  Michigan.  Here  is 
the  question; 

Anyone  else? 

Mr.  Ellis.  Yes;  the  Director  of  the  Bureau 
of  the  Budget. 

He  is  in  this  vile  conspiracy.  Does  the 
gentleman  think  Mr.  Ellis  must  have 
been  telling  these  folks  about  our  plans? 

Mr.  BROWN  of  Ohio.  I  want  to  save 
some  time  for  other  gentlemen,  if  I  may. 

Mr.  HOFFMAN  of  Michigan.  Let  me 
go  a  little  further.  The  gentleman  had 
something  to  do  with  the  Hoover  Com¬ 
mission? 

Mr.  BROWN  of  Ohio.  Slightly. 

Mr.  HOFFMAN  of  Michigan.  The 
gentleman  was  on  the  committee  when 
it  went  through  Congress. 

Mr.  Hoffman.  In  fact,  everyone  who  is 
opposed  to  your  recommendations? 

Mr.  Ellis.  Oh,  no.  I  don’t  say  that  at  all. 

Mr.  Hoffman.  You  have  gotten  to  the  Di¬ 
rector  of  the  Budget,  now.  Who  next? 

Mr.  Ellis.  Everybody  who  has  participated 
in  trying  to  carry  out  the  plan  as  outlined 
by  this  task  force  of  the  Hoover  Commission 
on  lending  agencies,  who  has  done  any  or 
several  of  these  things  to  effectuate  the  plan 
as  laid  out  there. 

I  cannot  understand  how  my  friend 
from  Ohio  would  be  in  a  deal  of  that 
kind. 

,  Mr.  BROWN  of  Ohio.  I  follow  the 
gentleman’s  leadership  on  my  commit¬ 
tee,  and  he  may  have  misled  me  at  some 
time  in  the  past. 

Let  me  conclude  that  the  administra¬ 
tion  that  Mr.  Ellis  is  speaking  about  was 
the  same  administration  that  furnished 
to  the  Rural  Electrification  Administra¬ 
tion  in  funds  more  than  50  percent  as 
much  money  in  6  years  as  did  the  pre¬ 
ceding  administrations  in  practically  18 
years. 

Mr.  FASCELL.  Mr.  Chairman,  I  yield 
10  minutes  to  the  sponsor  of  this  legisla¬ 
tion,  the  gentleman  from  Illinois  [Mr. 
Price], 
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(Mr.  PRICE  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re- 
m^>rks ) 

Mr.  PRICE.  Mr.  Chairman,  this  bill 
is  designed  to  do  two  things.  First,  it 
reestablishes  the  loan-making  authority 
of  the  Rural  Electrification  Administra¬ 
tion  Administrator.  Second,  it  main¬ 
tains  in  the  Department  of  Agriculture 
for  centralized  administrative  purposes 
the  Rural  Electrification  Administration. 

The  Congress,  when  it  passed  the  origi¬ 
nal  REA  Act  in  1936,  was  explicit  in  its 
intent  that  this  would  be  an  independent 
agency  with  loan-making  authority  vest¬ 
ed  in  the  Administrator.  This  is  typical 
of  the  action  of  the  Congress  in  the  es¬ 
tablishment  of  all  loan-making  agencies 
within  the  Federal  Government.  If  there 
is  a  superior  authority  placed  over  the 
REA  Administrator  in  the  loan-making 
power  that  he  holds,  it  would  be  the  only 
case  in  the  Government  where  such  con¬ 
trol  exists. 

As  the  sponsor  of  the  bill,  I  do  not  want 
to  see  the  agency  taken  from  the  De¬ 
partment  of  Agriculture,  where  it  has 
had  good  administration,  where  it  is  in 
a  good  home,  and  where  in  the  Congress 
it  comes  within  the  jurisdiction  of  a  com¬ 
mittee,  the  Committee  on  Agriculture, 
which  has  always  been  good  to  the  Rural 
Electrification  Administration  and  has 
sponsored  it  and  has  made  it  a  valuable 
agency  for  the  rural  segments  of  Ameri¬ 
can  society. 

It  has  been  testified  that  95  percent 
of  rural  homes,  of  the  farms  of  the  coun¬ 
try,  have  been  electrified  under  this  pro¬ 
gram,  so  no  one  questions  the  value  of 
the  Rural  Electrification  Administration. 

I  want  to  be  perfectly  honest  about 
the  argument  that  arises  over  whether 
the  1939  Reorganization  Act  gives  the 
Secretary  of  Agriculture  loan-making 
authority  over  the  Administrator.  Per¬ 
haps  it  did. 

The  point  at  issue  here,  however,  is 
that  there  may  be  a  question  whether 
it  does  or  does  not.  There  is  reason  to 
believe  that  possibly  it  does.  But,  that 
is  not  an  issue  here  because  this  author¬ 
ity  was  never  exercised  by  the  Secretary 
of  Agriculture.  It  is  significant,  I  think, 
that  the  first  time  it  was  exercised  was 
in  May  of  1957,  almost  4  years  after'- 
the  Reorganization  Plan  No.  2  of 
1953,  and  it  is  significant  that  this 
change  in  the  loanmaking  operations 
of  the  agency  came  during  the  contro¬ 
versy  over  the  Indiana  case,  which  was 
explained  sometime  earlier  in  the  after¬ 
noon  by  the  gentleman  from  Indiana 
[Mr.  Denton]. 

.  It  has  been  stated  that  no  loans  have 
been  withheld.  That  may  be  perfectly 
true.  But,  the  Indiana  loan  had  not  yet 
been  made.  There  is  evidence  that 
many  loans  have  been  delayed.  But,  I 
am  not  arguing  that  point. 

The  Congress  in  1936  set  the  REA  up 
as  an  independent  agency  and  the  great 
stress  in  those  days  was  that  it  would 
forever  be  free  of  politics.  I  think  one 
way  of  keeping  it  free  of  politics  is  by 
vesting  the  loan  authority  in  the  Admin¬ 
istrator.  After  all,  what  do  we  on  this 
side  of  the  aisle  have  to  gain  today  by 
having  it  vested  in  the  Administrator 
when  he  is  appointed  by  the  present  ad¬ 


ministration?  But,  we  think  by  making 
him  an  independent  agent  with  full  loan 
authority,  he  has  a  degree  of  independ¬ 
ence  that  will  permit  him  to  keep  his 
agency  completely  free  of  politics.  That 
is  our  desire  here. 

It  has  been  stated  here  by  my  good 
friend,  the  distinguished  gentleman 
from  Ohio  [Mr.  Brown],  that  this  leg¬ 
islation  is  born  of  fear.  Well,  perhaps, 
there  is  some  degree  of  truth  in  that. 
But,  that  fear  was  generated  at  a  time 
when  there  was  cause  for  fear — at  the 
time  of  the  Indiana  case.  How  do  we 
know  how  many  loans  might  have  been 
involved,  in  the  same  manner  as  the 
Indiana  case  today  had  not  this  legis¬ 
lation  been  introduced  last  year  to  serve 
notice  upon  the  Department  that  Con¬ 
gress  was  watching  and  that  Congress 
had  a  voice  in  this  matter. 

It  has  been  said  that  there  was  no 
opposition  to  the  Reorganization  Plan 
No.  2  in  1953.  Well,  there  was  opposition 
to  it.  Many  distinguished  Members  of 
Congress  were  opposed  to  it,  and  if  I 
could  read  the  names  without  violating 
the  rules  of  the  House  here  this  after¬ 
noon,  I  am  sure  some  of  the  gentlemen 
of  the  House  would  be  surprised  to  find 
who  the  opponents  were  to  this  plan. 
They  insisted  then  and  they  still  insist 
today  that  Congress  would  not  have  ap¬ 
proved  Reorganization  Plan  No.  2  of 
1953  if  they  had  not  had  positive  assur¬ 
ances  that  there  would  be  no  major 
change  in  the  administration  of  the 
agency  unless  it  was  first  cleared  by  the 
Congress. 

I  would  consider  that  changing  the 
rules  as  to  the  loanmaking  authority  is 
certainly  a  major  change.  Some  of  these 
Members  of  the  Congress  on  both  sides 
of  the  Capitol  feel  there  has  been  a 
breach  of  the  promises  that  were  made 
in  1953.  They  feel  that  the  assurances 
given  to  them  at  that  time  have  not  been 
fulfilled.  You  will  read  that  in  your 
committee  report. 

There  is  plenty  of  reason  for  the  Con¬ 
gress  to  act  in  this  matter,  to  preserve  its 
prerogative,  and  to  have  something  to  say 
about  this  agency  of  Government.  This 
legislation  merely  reaffirms  the  original 
statutory  authority  of  the  Rural  Electri¬ 
fication  Administration  and  reaffirms  the 
intent  of  the  Congress  that  the  Adminis¬ 
trator  himself  shall  be  the  final  authority 
in  the  granting  of  loans.  What  is  so 
strange  about  that?  He  is  the  man  who 
makes  all  of  the  arrangements.  You 
know  the  REA  Administrator  is  a  pretty 
active  man.  He  travels  into  every  section 
of  the  country.  He  attends  the  regional 
meetings  and  the  State  and  district 
meetings.  He  sits  down  with  all  the 
co-op  leaders  throughout  the  country 
and  talks  over  with  them  their  plans  for 
future  expansion  and  their  plans  for  new 
cooperatives.  I  think  we  would  be  taking 
a  great  deal  from  him  if  he  is  not  able 
to  speak  authoritatively  to  them,  when 
they  discuss  with  him  the  possibility  of  a 
loan  to  expand  their  operations. 

There  might  be  frequent  occasions,  un¬ 
less  we  do  something  now,  to  keep  this 
authority  within  the  hands  of  the  Ad¬ 
ministrator,  when  some  assurance  that 
he  gives  to  these  co-ops  in  keeping  with 
what  he  believes  to  be  within  the  regu- 
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lations  of  his  organization,  should  a 
superior  be  able  to  repudiate  implied 
agreements  with  applicants.  No  one 
wants  to  take  the  agency  out  of  the 
Department  of  Agriculture.  We  are 
very  happy  that  it  is  there.  We  think 
it  has  prospered  there.  It  prospered 
there  long  before  we  had  the  regulation 
of  May  1957.  This  agency  has  lived  a 
long  time  within  the  intent  of  Congress, 
and  it  is  a  very  strange  thing  that  sud¬ 
denly  this  act  is  required  to  change  the 
entire  loan  procedure.  I  think  what  we 
need  to  protect  the  REA  is  the  enact¬ 
ment  of  this  legislation  to  fulfill  the 
intent  of  Congress. 

There  was  much  consideration  given 
at  the  time  of  the  enactment  of  the 
original  act,  to  make  certain  that  this 
would  be  one  agency  that  would  serve 
the  rural  segment  of  our  society  without 
regard  to  politics.  I  concede  that  the 
Indiana  case,  being  the  possible  cause 
for  this  order,  would  bring  in  the  ele¬ 
ment  of  politics.  That  would  be  only 
the  beginning.  There  would  be  many 
more  to  follow  that. 

Let  us  keep  this  agency  free  from  poli¬ 
tics.  Let  the  Administrator  have  final 
authority,  as  Congress  originally  in¬ 
tended  that  he  have. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Illinois  [Mr.  Price]  has 
expired. 

Mr.  HOFFMAN  of  Michigan.  Mr. 
Chairman,  I  make  the  point  of  order 
that  there  is  no  quorum  present. 

The  CHAIRMAN.  The  Chair  will 
count. 

Mr.  HOFFMAN  of  Michigan.  Mr. 
Chairman,  I  withdraw  the  point  of 
order. 

Mr.  MEADER.  Mr.  Chairman,  I  yield 
3  minutes  to  the  gentleman  from  Maine 
[Mr.  McIntire]. 

(Mr.  McINTIRE  asked  and  was  given 
permission  to  revise  and  extend  his 
remarks.) 

Mr.  McINTIRE.  Mr.  Chairman,  my 
interest  in  this  legislation  today  stems 
from  two  sources:  First,  all  the  REA 
cooperatives  in  Maine  are  within  my 
congressional  district.  I  have  followed 
their  progress  with  a  great  deal  of  inter¬ 
est.  I  wish  not  only  to  commend  the 
management  of  the  cooperatives  but  also 
those  who  have  considered  their  needs 
in  new  applications  within  the  last  few 
years,  which  applications  have  been  ap¬ 
proved  and  a  fine  job  done.  Second,  my 
interest  stems  also  from  experience 
which  I  draw  upon  in  the  field  of  agri¬ 
cultural  credit. 

I  am  very  much  disturbed  at  what 
appears  to  be  a  challenge  to  the  principle 
of  review  of  loans  on  the  part  of  those 
who  have  areas  of  responsibility  in  con¬ 
nection  with  those  loans.  I  think  it  is  an 
important  principle.  It  is  a  basic  part  of 
the  sound  lending  done  by  our  agricultur¬ 
al  lending  agencies.  The  principle  is  that 
when  loan  applications  reach  a  certain 
level  they  must  be  reviewed  by  those  in 
higher  authority. 

This  legislation,  in  my  opinion,  strikes 
at  the  very  heart  of  that  principle.  In 
my  experience  with  agricultural  credit  I 
have  found  the  principle  most  sound. 
I  shall  oppose  this  legislation,  because  I 
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think  sound  review  is  a  very  important 
part  of  constructive  lending. 

I  subscribe  to  the  principle  that  if 
there  is  invested  in  the  authority  of  the 
Secretary  a  responsibility,  then  certainly 
administratively  there  should  be  room 
enough  in  the  minds  of  us  all  that  he 
should  discharge  that  responsibility 
regardless  of  who  the  Secretary  might 
be. 

During  my  service  in  Congress  I  have 
worked  objectively  to  keep  lending  func¬ 
tions  of  Federal  agencies  out  of  partisan 
politics. 

I  regret  that  there  is  nothing  in  the 
background  of  this  legislation  that 
brings  me  to  any  other  conclusion  than 
that  it  is  inspired  as  a  partisan  attack 
on  the  present  Secretary  of  Agriculture. 

I  regret  that  leadership  in  REA  and 
in  Congress  stoops  to  these  tactics.  It 
is  not  the  way  I  wish  to  handle  REA 
affairs. 

(Mr.  McINTIRE  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks. 

Mr.  FASCELL.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Indiana 
[Mr.  Wampler], 

(Mr.  WAMPLER  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  WAMPLER.  Mr.  Chairman,  I 
speak  to  you  at  this  time  on  a  subject 
which  is  very  important  to  all  of  us.  A 
great  piece  of  legislation  was  enacted  in 
1935  which  gave  new  life  to  the  man 
who  lives  in  the  rural  area;  it  gave  him 
equality  with  those  in  other  fields  of  en¬ 
deavor;  that  was  the  establishment  of 
the  Rural  Electrification  Administration. 
From  that  came  an  appeal,  an  appeal 
to  the  private-power  industry  to  create 
and  generate  electricity  and  carry  it  into 
these  rural  areas,  but  the  appeal  did  not 
meet  with  the  response  that  was  neces¬ 
sary.  There  followed  the  formation  of 
the  rural  electrification  cooperatives. 
They  have  gone  a  long  way  in  giving  the 
farmer  in  the  rural  areas  the  power  he 
needs.  Now  they  have  taken  a  further 
step  in  trying  to  meet  those  needs. 

I  speak  for  the  State  of  Indiana,  where 
we  have  found  that  the  cost  of  electricity 
to  the  REMC’s  the  Rural  Electric  Mem¬ 
bership  Corporations,  was  somewhat  ex¬ 
cessive.  They  had  the  idea  they  would  r 
like  to  broaden  out  a  little  to  the  point 
where  they  could  generate  their  own 
electricity.  Immediately  the  coopera¬ 
tives  appealed  to  the  REA  to  get  a  loan  of 
$42  million  to  activate  a  plan  in  the 
southern  section  of  the  State.  The  Gov¬ 
ernor  of  the  State  of  Indiana  brought 
his  forces  into  action. 

He  rounded  up  three  public  utilities 
commissioners,  indoctrinated  them  as  he 
saw  fit,  sent  them  to  Washington  to  con¬ 
fer  with  the  President  of  the  United 
States  and  with  the  Secretary  of  Agri¬ 
culture  and  defeated  the  thing  that 
Indiana  was  striving  to  procure,  a  plant 
to  generate  electricity  in  the  southern 
section  of  that  great  State.  There 
existed  a  rivalry  between  private  in¬ 
dustry  and  public  industry,  that  was 
politically  instigated  to  defeat  a  project 
designed  to  meet  the  needs  of  the  public. 

Yes;  this  could  occur  in  your  State. 

It  did  happen  in  mine. 


We  in  Indiana  have  a  unique  situa 
tion  but  it  is  no  different  from  a  situation 
that  might  face  you  in  your  State.  We 
are  optimistic,  progressive,  and  appreci¬ 
ative  of  the  things  that  have  happened  in 
the  past  with  the  REA. 

We  also  feel  that  the  security  and  the 
defense  of  America  must  be  built  in  this 
age  where  we  face  an  epoch  of  power 
and  an  era  of  science  and  we  feel  we 
cannot  be  retrogressive  and  still  build 
that  program  by  1965. 

When  you  evaluate  the  sitaution  you 
must  go  back  to  the  farmers  in  your  own 
districts.  They  are  the  ones  who  will 
express  their  views  to  you  and  they  will 
cite  the  case  in  Indiana  as  the  reference, 
whether  the  farmer  hails  from  the  Gulf 
of  Mexico  to  the  Great  Lakes  or  from  the 
Atlantic  to  the  Pacific.  There  is  a  feel¬ 
ing  that  the  State  of  Indiana  has  been 
discriminated  against  by  placing  REA 
loan  responsibility  in  the  hands  of  the 
Department  of  Agriculture  without  the 
jurisdiction  of  the  Administrator  of  the 
REA;  and,  therefore,  a  most  beneficial 
program  cannot  be  maintained  without 
such  amendments  as  we  are  considering 
today. 

Mr.  McCORMACK.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  WAMPLER.  I  yield  to  the  gentle¬ 
man  from  Massachusetts. 

Mr.  McCORMACK.  I  want  to  con¬ 
gratulate  the  gentleman  from  Indiana  as 
a  new  Member  in  making  such  an  excel¬ 
lent  speech  and  a  fighting  speech  in  be¬ 
half  of  the  farmers  of  his  district,  State, 
and  the  country. 

Mr.  WAMPLER.  I  thank  the  gentle¬ 
man. 

Mr.  HOFFMAN  of  Michigan.  Mr. 
Chairman,  I  make  the  point  of  order  that 
a  quorum  is  not  present. 

Mr.  FASCELL.  Mr.  Chairman,  I  move 
that  the  Committee  do  now  rise. 

The  motion  was  agreed  to. 

Accordingly  the  Committee  rose;  and 
the  Speaker  having  resumed  the  chair, 
Mr.  Bolling,  Chairman  of  the  Commit¬ 
tee  of  the  Whole  House  on  the  State  of 
the  Union,  repox-ted  that  that  Commit¬ 
tee,  having  had  under  consideration  the 
bill  (H.R.  1321)  to  amend  Reorganiza¬ 
tion  Plan  No.  2  of  1953,  and  come  to  no 
resolution  thereon. 
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FAIR  LABOR  STANDARDS  ACT 

(Mr.  ADDONIZIO  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remai'ks.) 

Mr.  ADDONIZIO.  Mr.  Speaker,  last 
year  we  celebrated  the  20th  anniversary 
of  one  of  the  great  pieces  of  humani¬ 
tarian  legislation  enacted  during  New 
Deal  days.  The  Fair  Labor  Standards 
Act  has  helped  millions  of  people  in  the 
economy  at  the  bottom  of  the  economic 
ladder,  who  do  not  enjoy  the  protection 
of  unions,  to  receive  a  minimum  wage 
which  helps  them  to  receive  at  least  sub¬ 
sistence  income. 

The  Fair  Labor  Standards  Act  has  also 
put  a  ceiling  on  hours,  so  that  the  40- 
hour  week  has  become  a  standard  in  the 
Nation.  The  Fair  Labor  Standards  Act 
has  made  a  great  contribution  to  the 
economy.  It  has  increased  the  purchas¬ 


ing  power  of  the  American  people  and  in/ 
part  made  possible  the  great  economic 
expansion  which  the  Nation  has  enjoyed 
over  the  postwar  years.  / 

But  we  have  been  amiss  in  not  taking 
full  advantage  of  the  possibilitie^of  the 
law.  During  the  20  years  whil/the  law 
was  in  effect  we  have  increased^  the  mini¬ 
mum  wage  only  twice  and  war  have  failed 
to  extend  the  coverage  under  the  law 
over  these  20  years.  Consequently,  de¬ 
spite  the  years  of  successful  operation 
under  the  Fair  LaboiyStandards  Act,  we 
find  that  some  20/  million  employees 
working  in  commerce  ai-e  still  not  cov¬ 
ered  by  the  provisions  of  the  law. 

We  have  beexyparticulai'ly  amiss  in  not 
extending  the/benefits  of  the  law  to  mil¬ 
lions  of  ermfioyees  who  need  the  pro¬ 
tection  oftne  Fair  Labor  Standai-ds  Act 
most.  The  law  does  not  cover  the  8 
millioryemployees  in  retail  trade  nor  are 
the  4  ^million  employees  in  services  and 
related  industries  subject  to  the  coverage 
of/he  Fair  Labor  Standards  Act.  I  be- 
ljeve  that  the  workers  in  these  industries 
rgently  need  the  protection  of  the  Fair 
Labor  Standards  Act  and  that  we  must 
extend  the  protection  of  the  Fair  Labor 
Standards  Act  to  these  employees. 

I  do  not  favor  Federal  legislation  to 
regulate  wages  in  small  local  business. 

It  would  seem  fair  to  me,  therefore,  that 
we  exempt  from  the  provisions  of  the 
Fair  Labor  Standards  Act  those  i-etail 
and  service  establishments  which  are 
purely  local  in  nature.  But  I  cannot  see 
the  justice  of  failing  to  cover  employees 
working  in  multi-million-dollar  estab¬ 
lishments  and  for  chains  which  have 
hundreds  and  sometimes  even  thousands 
of  outlets  in  practically  every  State  of 
the  Union. 

A  recent  study  by  the  U.S.  Department 
of  Labor  shows  that  many  of  these  multi- 
million-dollar  retail  and  service  corpora- 
tions  are  the  ones  that  are  most  guilty  of 
paying  substandard  minimum  wages.  I 
believe  that  the  protection  of  Fair  Labor 
Standards  Act  should  be  extended  to  at 
least  an  additional  10  million  workers 
throughout  the  country. 

But  not  only  is  the  coverage  of  the 
Fair  Labor  Standards  Act  entii’ely  inade¬ 
quate,  the  minimum  wage  in  itself  is  out¬ 
moded.  It  is  almost  4  yeai'S  since  Con¬ 
fess  voted  the  dollar  an  hour  minimum 
w^ge.  I  believe  that  it  was  inadequate 
then  and  it  certainly  is  way  behind  the 
timea  today.  The  growth  in  American 
pi'Oductivity  also  makes  it  possible  to 
supportNhigher  minimum  wages  without 
hurting  the  economy. 

As  a  matter  of  fact,  it  is  a  basic  need 
of  our  ecortqmy  to  increase  minimum 
wages  which  help  boost  the  purchasing 
power  of  the  brpad  masses  of  the  popu¬ 
lation  and  support  our  ever-increasing 
capacity  to  produce.  Boosting  the 
minimum  wage  to\$1.25,  therefore,  as 
px-ovided  by  my  bilk  H.R.  312,  serves 
not  only  humanitarian  interests  but  is 
a  basic  need  for  a  healthy  and  growing- 
economy. 

Mr.  Sol  Stetin,  an  able  Hce  president 
and  regional  director  of  the  Textile 
Workex-s  Union  of  Amei*ica,  has  kindly 
furnished  me  with  an  estimate  of  the 
impact  on  the  economy  of  New\Jersey 
if  the  minimum  wage  were  raised  to 
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$1.2ff\per  hour  and  coverage  broadened. 
The  survey  was  compiled  by  the  research 
departifient  of  the  AFL— CIO.  An  esti¬ 
mated  180,000  low  paid  workers  in  New 
Jersey  would  be  affected.  The  required 
increase  in  total  wage  and  salary  pay¬ 
rolls  in  New  Jersey  would  be  less  than 
one-half  of  1  pi^'cent. 

Although  small- £S  a  proportion  of  total 
payroll,  the  increase  would  be  consider¬ 
able  addition  to  the  'purchasing  power  of 
the  State’s  lower-income  families.  In 
dollar  terms,  the  increase  in  purchasing 
power  for  New  Jersey’s  low-income 
workers  would  be  an  Estimated  $49 
million  a  year.  \ 

As  Mr.  Stetin  observes,  these  facts 
constitute  a  convincing  and  forceful  ar¬ 
gument  for  immediate  adoptio\of  the 
pending  legislation. 

This  year  we  will  celebrate  the\21st 
anniversary  of  the  Fair  Labor  Standards 
Act.  This  is  the  year  when  the  Fa 
Labor  Standards  Act  should  reach  full 
maturity.  A  proper  way  to  celebrate  it 
is  to  extend  the  coverage  to  workers  in 
retail  and  service  trades  and  to  other 
millions  of  employees  not  covered  by  the 
act,  and  to  boost  minimum  wages  to 
$1.25. 

DECLARING  GOOD  FRIDAY  A  LEGAL 
HOLIDAY 

(Mr.  WOLF  asked  and  was  given  per¬ 
mission  to  address  the  House  for  1  min¬ 
ute  and  to  revise  and  extend  his  remarks 
and  include  a  letter.) 

Mr.  WOLF.  Mr.  Speaker,  simple  elo¬ 
quence  spoken  from  the  heart  is  the  most 
effective  and  meaningful  method  of  com¬ 
munication.  I  am  sure  that  none  of  us 
are  able  to  forget  the  beautiful  and 
touching  letter  written  by  Vanzetti,  the 
humble  fishpeddler,  to  his  son  on  the  eve 
of  his  death. 

I  am  taking  this  opportunity  to  place 
in  the  Congressional  Record  a  letter 
from  one  of  my  constituents.  She  is  a 
woman  who  loves  her  country  dearly  and 
is  deeply  religious,  not  in  the  flashy, 
empty  way  of  many  but  in  the  humble, 
honest  way  that  is  the  mark  of  the  true 
believer. 

This  woman,  Mrs.  Haase,  has  asked  me 
to  sponsor  a  bill  making  Good  Friday  a 
national  legal  holiday.  I  have  checkec 
with  many  religious  and  lay  leaders  wl 
support  such  an  idea  because  they  f^el, 
as  I  do,  that  Good  Friday  is  as  important 
in  the  life  of  the  Christian  religion  as 
Christmas.  I  am  introducing  today  a 
joint  resolution  declaring  Goqa  Friday 
in  each  year  a  legal  holiday. 

Herein  follows  the  letter^  from  Mrs. 
Haase.  Its  contents  beyr  thoughtful 
consideration: 

Clinton,  Io<va,  April  7, 1959. 
Mr.  Len  Wolf,  / 

Honorable  Congressman, 

House  of  Representatives,  U.S.  Congress, 
Washington,  D.C.  / 

Dear  Mr.  Wolf:  /nils  letter  is  a  request  for 
your  help  to  make  Good  Friday  a  legal  na¬ 
tional  holiday.  / 

Undersignedr'is  a  naturalized  citizen  having 
come  from .Germany.  I  embrace  the  Lu¬ 
theran  faijfi. 

I  dear#  love  this  land  and  Its  Constitu¬ 
tion.  Le  is  built  on  Christian  principals.  In 
fact  wfe  call  ourselves  a  Christian  national 
preserving  Christianity  for  the  world. 
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Tli  is  is  a  noble  ambition  and  so  I  risk 
to  ask  my  Government  to  make  Good  Friday 
a  legal  holiday.  We  have  Christmas,  Easter, 
and  Pentecost.  These  three  are  our  big 
Christian  festival.  They  fall  on  a  Sunday 
and  are  automatic  holidays. 

As  Christians  we  cannot  have  Easter  with¬ 
out  Good  Friday.  That  is  the  most  im¬ 
portant  day  in  our  faith.  America  with  all 
its  blessings  should  take  time  to  go  with 
Christ  to  Golgatha,  take  full  part  in  Christ’s 
death.  Give  the  people  this  day  for  con¬ 
secration  and  really  be  prepared  for  the 
glory  of  Easter,  after  the  darkness  of  Good 
Friday. 

In  Germany,  it  was  a  solemn  day.  Fam¬ 
ilies  partaking  in  the  Lord’s  Supper  and  all 
work  resting. 

Here  we  are  getting  more  aware  of  the 
holiness  of  the  day.  Many  employers  give 
their  employees  time  off  for  church  attend¬ 
ance.  This  is  very  nice — but  I  love  to  ask  our 
Government  for  a  proclamation  to  elevate 
Good  Friday  as  a  legal  national  holiday. 

It  would  give  our  country  a  good  standing 
in  the  world,  as  a  Christian  Nation,  we  are 
obligated  to  observe  Good  Friday  in  this 
measure.  Surely  there  be  many  blessings 
‘  Qor  every  citizen  in  this  observation. 

Ir.  Wolf,  I  thank  you  for  help  you  could 
gi$e  this  plea.  I  am  positive  it  has  your  per¬ 
sonal  approval,  also  of  many  other  citizens. 

MaV  God  bless  you  in  your  position  in  ouy 
Government. 

Sincerely, 

Martha  A.  Haa^e. 


TO  REVISE, 'EXTEND,  AND  IMPROVE 

THE  UNEMPLOYMENT  INSURANCE 

PROGRAM 

(Mr.  LANE  askefl  and  wfis  given  per¬ 
mission  to  extend  \is  pemarks  at  this 
point.) 

Mr.  LANE.  Mr.  S/foaker,  the  speed 
with  which  H.R.  5640  Npassed  in  the 
House  was  not  only  motivated  by  the 
need  for  extending  temporary  unemploy¬ 
ment  compensation  beyond  A^ril  1,  when 
the  emergence/ program  was  due  to  end. 
It  was  recognition  of  a  continuing  prob¬ 
lem  that  could  become  chronic. 

With  the  recession  of  last  year  behind 
us,  insofar  as  production  and  profits Vre 
concerned,  it  was  expected  that  this  im^ 
provament  would  be  reflected  in  a  sizA 
ably  reduction  of  unemployment  totals, 
’he  large  number  of  people  who  are 
it  of  work  is  a  matter  of  deep  concern 
'to  the  Congress.  As  our  work  force  is 
steadily  increasing  on  the  one  hand, 
while  the  introduction  St  automation  is 
shrinking  the  number  of  job  opportuni¬ 
ties,  we  face  a  widening  gap  that  must 
be  closed,  if  we  are  to  avoid  the  burden 
of  heavy  unemployment  in  this  country. 

A  reduction  in  the  standard  workweek 
but  without  reduction  in  pay,  in  order  to 
spread  employment  opportunities,  may 
be  the  required  ’  solution.  Meanwhile, 
improvements  in  our  unemployment 
compensation  system  are  necessary  to 
provide  support  for  the  displaced  workers 
in  our  economy.  We  understand  man¬ 
agement’s  need  to  concentrate  on  pro¬ 
duction  and  profits.  The  object  is  to 
produce  more  goods  with  fewer  workers. 
Automation  has  come  along  fast  in  1957 
and  1958.  This  has  resulted  in  rising 
business  activity  that  does  not  absorb 
the  unemployed. 

It,  therefore,  becomes  the  public  re¬ 
sponsibility,  through  the  cooperation  of 
the  Federal  Government  and  the  States, 


to  provide  compensation  for  the  unem> 
ployed  to  a  greater  extent  than  befoii 
in  the  hope  and  the  expectation  thatLOur 
growing  economy  will  open  up  moye  job 
opportunities. 

This  is  our  major  national  atoblem. 
Until  such  time  as  private  enterprise, 
with  an  assist  from  Government,  can 
generate  a  sufficient  volume  of  activity 
to  create  jobs,  we  have  no  alternative  but 
to  extend  and  increase/unemployment 
compensation. 

We  cannot  maintani  our  leadership  if 
we  resign  ourselvys  to  a  split-level 
society  in  which  the  large  majority  of 
our  people  eni0y  high  wages,  high 
profits,  and  a  iiigh  standard  of  living 
while  4  or  5  nmllion  adults  are  excluded 
from  the  opportunity  to  earn  any  income 
whatsoever 

The  pressures  and  tensions  inherent 
in  this/  contradiction  would  seriously 
weakeh  our  society  because  unemploy¬ 
ment/of  this  scope  is  both  inhuman  and 
wasteful. 

’he  present  hodgepodge  of  unem- 
loyment  compensation  systems  in  the 
'various  States,  resemble  structures  that 
were  built  without  design.  They  encour¬ 
age  divisive  competition  among  the 
States  and  encourage  the  migration  of 
industry  with  its  disorganizing  effect 
upon  industries,  workers,  and  communi¬ 
ties. 

The  plain  fact  is  that  the  Federal- 
State  unemployment  compensation  sys¬ 
tem  has  not  evolved  with  the  times.  It 
did  not  anticipate  automation  and  its 
effects  upon  the  labor  force.  It  has  not 
caught  up  with  the  realities  of  today. 
Restrictions  in  the  laws  kept  a  padlock 
on  the  $7  billion  in  unemployment  re¬ 
serve  funds  during  the  recession.  Some 
groups  of  hired  farm  laborers,  1.8  million 
employees  in  small  firms,  and  others, 
have  no  protection  whatever  under  the 
present  jobless  aid  laws. 

One  of  the  most  serious  defects  is  that 
dependent  benefits  are  provided  in  only 
11  of  the  States.  The  failure  to  make 
any  distinction  between  the  needs  of  the 
single  person  who  is  unemployed,  and 
’  <he  unemployed  family  man  who  has 
my  mouths  to  feed,  is  both  shocking 
anH  tragic.  There  is  no  excuse  what¬ 
soever  for  this  appalling  neglect. 

To  achieve  permanent  Federal  stand¬ 
ards  anS  supporting  State  legislation,  it 
is  necessaiw  for  the  Congress  to  be  guided 
by  experience  in  the  field  which  points 
to  the  following  needs: 

First,  that\overage  should  be  ex¬ 
panded. 

Second,  that  thAmaximum  duration  of 
benefits  should  be  increased  to  39  weeks. 

Third,  that  the  maximum  of  benefits 
payable  under  the  law  shall  be  an  amount 
equal  to  at  least  two-thVds  of  the  aver¬ 
age  weekly  wage  earnea\by  employees 
within  the  State,  or  an  amount — exclu¬ 
sive  of  dependents’  benefiflsr— equal  to 
one-half  of  such  individuals  average 
weekly  wage,  whichever  is  the  lesser. 

Fourth,  That  an  equalization,  fund 
shall  be  established  to  reduce  tnfe  ex¬ 
cessive  costs  of  jobless  insurance  in  those 
States  that  are  suffering  from  heavy  in 
employment  because  of  national  eco¬ 
nomic  conditions. 
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)House  subco 
Secretary  Jto 

Barrett  /o  be  member  of  CCC  board.  Senate  committee  reported  measure 
committee  to  study  water  resources.  Sen.  Humphrey  urged  USDA  program  to\urchase 
eggsK  Sens.  Symington  and  Humphrey  introduced  and  discussed  food  stamp  bil^.  vep, 
Sullivan  introduced  and  discussed  bill  to  provide  for  regulation  of  futures 
n  coffee. 


•ading 


1.  ELECTRIFICATION.  Passed,  254  to  131,  as  reported  H,  R.  1321,  to  give  the  REA 
Administrator  additional  authority.  Then  passed  S,  144,  a  similar  Senate  bill, 
without  amendment.  This  bill  will  now  be  sent  to  the  President,  pp,  5383-401 
As  finally  passed,  S.  144  provides  that  the  functions  and  activities  of  RuA 
and  of  the  Administrator  of  REA  which  were  transferred  to  the  Department  and  to 
H-iq  Secretary  by  Reorganization  Plan  No.  II  of  1939  and  Reorganization  Plan 
No.  2  of  1953  are  transferred  to  the  REA  Administrator,  to  be  exercised  and  ad¬ 
ministered  within  the  Department  by  the  Administrator  under  the  general  di¬ 
rection  and  supervision  of  the  Secretary,  except  that  insofar  as  such  functions 
relate  to  the  approval  or  disapproval  of  loans  authorized  to  be  made  under  the 
Rural  Electrification  Act  of  1936,  as  amended,  their  exercise  by  the  Adminis-^ 
trator  shall  not  be  subject  to  the  supervision  or  direction  of,  or  to  any  o 
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control  bv.  the  Secretary. 


Rep.  Simpson  criticized  TVA  for  its  awarding  of  a  turbogenerator  contract 
to  a  British  firm  and  urged  that  the  decision  be  reversed.  pp„  5434-6 
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EA  REDEVELOPMENT*  A  subcommittee  of  the  Banking  and  Currency  Committee  voted, 
report  with  amendment  to  the  full  committee  S„  722,  the  Douglas  area  re¬ 
development  bill.  The  amendment,  in  the  nature  of  a  substitute,  reduces  th« 
original  $389.5  million  to  $251  million,  decreasing  from  $100  million  to  $/5 
millio^  the  amount  of  loans  available  to  rural  areas,  p.  5420 


3.  FORESTS.  \fhe  Interior  and  Insular  Affairs  Committee  reported  with  amendment 
H.  R.  249 K  to  add  certain  lands  located  in  Idaho  to  the  Boise  and  Tfayette. 
National  Foists  (H.  Rept.  273)  .  p.  5436 


4,  MILITARY  CONSTRUCTION.  The  Rules  Committee  reported  a  resolution/  for  considera¬ 
tion  of  H.  R„  56^4,  to  authorize  certain  construction  at  military  installations 
including  an  authorization  for  use  of  Public  Law  480  and  CCC/funds.  p.  5436 


5.  RECLAMATION.  The  Interior  and  Insular  Affairs  Committee  o/dered  reported  without 
amendment  the  following  bills:  H.  R.  1778,  to  amend  sec/ion  17  (b)  of  the 
Reclamation  Act  of  1939\to  defer  payment  of  certain  payments  of  construction 
costs  by  water  users;  ana\H.  R.  839,  to  approve  certain  adjusting,  deferring, 
and  canceling  of  certain  irrigation  charges  against/non- Indian  owned  lands  near 
the  Wapato  Indian  irrigatiot\project ,  Washington. /p.  D250 


6.  WATER  POLLUTION,  The  Public  Worlds  Committee  ordered  reported  with  amendment 

H.  R,  3ol0,  to  amend  the  Federa/water  Pollution  Control  Act  to  increase  grants 
for  construction  of  sewage  treatment  works  ^nd  to  establish  the  Office  of  Water 
Pollution  Control,  p.  D251 


7.  DAIRY  PRODUCTS.  The  Administration  Committee  ordered  reported  a  resolution  to 
authorize  printing  of  5,000  additional/ copies  of  a  report  entitled,  "Price 
Discrimination  in  the  Distribution  ot  Dairv  Products."  p.  D250 


8.  INTEREST  RATES.  Rep.  Patman  criticized  Administration  monetary  policies,  par¬ 
ticularly  "high-interest  rate  policies."  pp.  5421-7 


9.  MINIMUM  WAGES.  ^Rep.  Thompson^N.  J.,  urged  an  incWsase  in  the  minimum  wage,  and 
criticized  the  Secretary  fo/  opposing  such  an  increase,  pp.  5415-8 


10.  LEGISLATIVE  PROGRAM.  Rep/  Albert  announced  that  on  Theirs.,  April  16,  H.  R.  5674 
to  authorize  certain  construction  at  military  installations,  including  an  au¬ 
thorization  for  use  or  Public  Law  480  and  CCC  funds,  would  be  programed  and 
that  Rep.  Vinson  wi yi  ask  for  a  rollcall  vote  on  that  bill\  p.  5403 


12. 


SENATE 


11.  COTTON.  Passej/without  amendment  S.  1455,  to  authorize  1-year  leases  of  upland 
cotton  acreage  allotments  from  farms  having  allotments  of  10  acresW  less  to 
other  farms  in  the  same  county  if  the  combined  allotments  will  not  ekceed  50 
acres.  pf>.  5340-7  A 


RESEARCH;  MILK;  COOPERATIVES.  The  Senate  Agriculture  and  Forestry  Commit t^ 
ordered  reported  the  following  bills:  p.  D247 

690,  without  amendment,  to  provide  a  program  for  the  increased  use  of 
agricultural  products  for  industrial  purposes;  $ 


House  of  Representatives 


ie  House  met  at  12  o’clock  noon. 

Bishop  A.  Prank  Smith,  the  Methodist 
Churcn\Houston,  Tex.,  offered  the  fol-  mv; 
lowing  prater :  W  J 

AlmightyGod,  the  Creator  of  all  things?*  -  - 
the  Ruler  of  t>he  nations,  the  Father  of  us 
all,  we  invoke  Thy  presence  with,  and  Thy 
guidance  for  alkpeoples  and  especially 
for  this  land  of  Gin's.  We  are  conscious  of 
and  grateful  for  thesprovidence  that  has 
brought  us,  individually  and  collectively, 
down  to  this  hour,  and  this  morning. 

Our  (ifesire  and  prayer  is  that  we  may 
take  unto  ourselves  the  injunction  of  the 
Master  Teacher:  “Unto  wnbm  much  is 
given,  of  him  shall  much  beNrequired,” 
and,  as  a  privileged  people, ,  recognize 
that  we  are  correspondingly  an  obligated 
people.  Extend  our  horizons,  deepen  our 
sympathies,  lend  unto  us  balance  and 
poise,  that  we  may  be  able  to  put  fir 
things  first,  and  to  distinguish  between!! 
the  passing  and  the  eternal.  May  Thy 
blessing  rest  upon  the  Congress  of  the 
United  States,  upon  the  President  and  all 
those  in  places  of  responsibility  and  au¬ 
thority,  and  upon  the  people — Thy  chil¬ 
dren — everywhere,  to  the  end  that  in¬ 
creasingly  Thy  will  may  be  done  upon  the 
earth  as  it  is  done  in  Heaven.  For  Thine 
is  the  kingdom,  and  the  power,  and  the 
glory,  forever.  Amen. 


Wednesday,  April  15,  1959 

By  unanimous  consent,  further  pro¬ 
ceedings  under  the  call  were  dispensed 
ith. 


THE  JOURNAL 


The  Journal  of  the  proceedings  of  yes¬ 
terday  was  read  and  approved. 


CALL  OF  THE  HOUSE 

Mr.  GROSS.  Mr.  Speaker,  I  make  the 
point  of  order  that  a  quorum  is  not  pres¬ 
ent. 

The  SPEAKER.  Evidently  a  quoruj 
is  not  present. 

Mr.  McCORMACK.  Mr.  Speak^t,  I 
move  a  call  of  the  House. 

A  call  of  the  House  was  order'd. 

The  Clerk  called  the  roH;  and  the 
following  Members  failed/W)  answer  to 
their  names : 

[Roll  No/27] 


Andersen, 
Minn. 
Barden 
Baring 
Bowles 
Buckley 
Carnahan 
Celler 
CohelatV/ 
Davis  .Jrenn. 
Dent 
Dlags 
onohue 
Durham 
Felghan 
Flynn 
Fogarty 


Giaimo  . 
Gray  . 

Hal> 

Hpfi  field 
ifolland 
losmer 
Huddleston 
McMillan 
Macdonald 
Mahon 
Merrow 
Miller, 
George  P. 
Moulder 
Multer 
Norblad 
Philbln 


Folk 

Powell 

Rostenkowski 

Roush 

St.  George 

Santangelo 

Stubblefield 

Teague,  Tex. 

Teller 

ToUefson 

Van  Pelt 

Walter 

Whitener 

Whitten 

Williams 

Wilson 

Winstead 


The  SPEAKER.  On  this  rollcall  379 
Members  have  answered  to  their  names, 
a  quorum. 


MODIFYING  REORGANIZATION  PLAN 
NO.  2  OF  1939  AND  REORGANIZA¬ 
TION  FLAN  NO.  2  OF  1953 


Mr.  FASCELL.  Mr.  Speaker,  I  move 
that  the  House  resolve  itself  into  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union  for  the  further  con¬ 
sideration  of  the  bill  (H.R.  1321)  to 
amend  Reorganization  Plan  No.  2  of 
1953. 

The  motion  was  agreed  to. 

Accordingly  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  con¬ 
sideration  of  the  bill  H.R.  1321,  with  Mr. 
Bolling  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

The  CHAIRMAN.  When  the  Com¬ 
mittee  rose  on  yesterday  the  gentleman 
from  Florida  [Mr.  Fascell]  had  20  min¬ 
utes  remaining;  the  gentleman  from 
Ohio  [Mr.  Brown]  had  30  minutes  re¬ 
maining. 

The  Chair  recognizes  the  gentleman 
from  Florida. 

Mr.  FASCELL.  Mr.  Chairman,  ■  I 
yield  10  minutes  to  the  distinguished 
majority  leader,  the  gentleman  from 
Massachusetts  [Mr.  McCormack]  . 

(Mr.  McCORMACK  asked  and  was 
given  permission  to  revise  and  extend 
his  remarks.) 

Mr.  McCORMACK.  Mr.  Chairman, 
the  National  Electric  Cooperative  Asso¬ 
ciation  which,  as  we  know,  is  the  national 
service  organization  of  the  Rural  Elec¬ 
tric  Systems  of  the  Rural  Electrification 
Administration,  representing'  at  least  90 
percent  of  these  systems  and  which 
serve  about  4  million  farms  and  other 
rural  establishments  in  44  States  and 
Alaska,  with  from  12  to  16  million  people 
benefiting,  strongly  support  this  bill. 

Also  appearing  before  the  subcommit¬ 
tee  last  year  were  the  assistant  manager 
and  engineer  of  the  Buckeye  Rural  Elec¬ 
tric  Cooperative  of  Gallipolis,  Ohio;  the 
general  manager  of  the  Eastern  Iowa 
Light  and  Power  Cooperative  of  Wilton 
Junction,  Iowa;  the  manager  of  the  As¬ 
sociation  of  Illinois  Electric  Coopera¬ 
tives  of  Springfield,  Ill.;  the  executive 
secretary  of  the  Ohio  Statewide  Associa¬ 
tion  of  Columbus,  Ohio;  the  president 
of  the  Menard  Electric  Cooperative  of 
Petersburg,  Ill.;  the  president  of  the 
Burke-Divide  Electric  Cooperative  of 
Columbus,  N.  Dak.;  the  manager  of  the 
Johnson  County  Electric  Cooperative 
Association  of  Cleburne,  Tex.;  the  di¬ 
rector  of  the  North  Arkansas  Coopera¬ 
tive  of  Salem,  Ark.;  the  manager  of  the 
Morgan  County  Rural  Electric  Member¬ 


ship  Corporation  of  Martinsville,  Ind.; 
the  president  of  the  board  of  directors 
of  the  Sheyenne  Valley  Electric  Co- 
Operative  of  Finley,  N.  Dak.;  the  man¬ 
ager  of  the  Marlboro  Electric  Coopera¬ 
tive  of  Bennettsville,  S.C.;  the  president 
of  the  National  Rural  Electric  Coopera¬ 
tive  Association;  the  manager  of  the 
Sam  Houston  Electric  Cooperative  of 
Livingston,  Tex.;  the  manager  of  the 
Williams  Electric  Cooperative  of  Willis- 
ton,  N.  Dak.;  the  president  of  the  board 
of  directors  of  the  Verendrye  Electric 
Cooperative  of  Velva,  N.  Dak.;  the  ex¬ 
ecutive  manager  of  the  Tarheel  Electric 
Membership  Association  of  Raleigh,  N.C. 

That  is  an  illustration  of  the  support 
given  to  this  bill  by  those  who  are  the 
beneficiaries  of  this  great  program  which 
this  Congress  put  into  effect  years  ago 
under  Democratic  leadership. 

I  might  also  say  that  at  the  time  of 
the  hearings  a  representative  of  the 
General  Accounting  Office  who  appeared, 
John  W.  Moore,  legislative  attorney,  was 
asked  this  question : 

If  the  REA  were  put  in  the  same  status 
as  the  Farm  Credit  Administration  by  be¬ 
coming  an  independent  agency,  but  with 
certain  housekeeping  facilities  in  the  De¬ 
partment  of  Agriculture,  such  an  action 
would  in  no  way  do  violence  to  the  good 
management  principles  that  you  have  men¬ 
tioned,  would  it? 

That  is  what  this  bill  undertakes  to 
do.  This  bill  also  does  nothing  more 
than  what  the  Maritime  Administration 
now  has  the  power  to  do  in  the  Depart¬ 
ment  of  Commerce.  They  are  in  there 
for  housekeeping  purposes.  But  they 
have  the  final  say  in  connection  with 
loans  and  in  passing  upon  any  loans  or 
subsidies  that  come  before  the  Maritime 
Administration  of  the  Department  of 
Commerce.  There  are  other  agencies 
that  are  parts  of  departments  that  have 
the  same  autonomy  in  connection  with 
the  making  of  loans  but  are  part  of  a 
department  for  housekeeping  purposes. 

In  connection  with  Reorganization 
Plan  No.  2  of  1953,  a  number  of  Members 
at  that  time  expressed  concern  about  the 
power  to  change  functions  of  the  REA 
without  notice.  They  were  assured  that 
this  would  not  be  done.  One  Member  of 
the  Senate  said: 

We  have  the  Secretary  virtually  giving  no¬ 
tice  that  he  will  make  public  his  plans  for 
major  changes. 

Another  Member  of  the  Senate,  a  for¬ 
mer  Secretary  of  Agriculture,  said : 

It  requires  the  Secretary,  to  the  extent 
practicable,  to  give  appropriate  advance  pub¬ 
lic  notice  of  delegations  of  functions  and  to 
afford  opportunity  for  interested  persons  or 
groups  to  place  their  views  before  the  De¬ 
partment. 

Our  former  colleague.  Cliff  Hope, 
speaking  when  the  resolution  was  up 
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before  the  House,  assured  us  that  the 
Secretary  would  be  required  to  give  pub- 
lice  notice  of  important  changes  and  the 
opportunity  of  interested  persons  to  be 
heard. 

Speaking  for  himself,  Secretary  Ben¬ 
son  said  it  was  his  intention  and  that  of 
the  Department  “to  consult  with  Mem¬ 
bers  of  Congress  and  with  farm  organ¬ 
izations  and  other  interested  groups. 
We  do  not  expect  to  make  any  major 
changes  in  organization  without  full  con¬ 
sultation  and  advice.” 

For  nearly  4  years  nothing  happened. 
Then  the  secret  directive  was  issued. 
Nobody  was  advised.  Members  of  Con¬ 
gress  were '  not  advised  or  consulted. 
The  committees  of  Congress  were  not  ad¬ 
vised  or  consulted.  The  farm  groups 
interested  were  not  advised  or  consulted. 
It  was  only  by  accident  that  it  was  found 
out,  when  the  manager  of  a  cooperative 
that  had  filed  an  application  upon  which 
it  was  important  to  have  action  before 
the  end  of  the  fiscal  year  1957  made  in¬ 
quiry  in  connection  with  that  action 
and  was  informed  about  the  new  direc¬ 
tive,  that  he  had  to  give  additional  infor¬ 
mation. 

As  a  result  of  that  Members  of  Con¬ 
gress  tried  to  get  information.  The  in¬ 
terested  rural  electrification  cooperatives 
tried  to  get  information,  but  they  could 
not  get  information.  It  was  only  after 
several  weeks  of  strong  probing  by  Mem¬ 
bers  of  Congress  that  they  were  able 
to  get  the  information  about  this  im¬ 
portant  change,  this  major  change  in 
connection  with  the  Rural  Electrification 
Administration. 

This  change  means  that  somebody  ap¬ 
pointed  by  the  Secretary,  whose  office  is 
not  established  by  the  Congress  specifi¬ 
cally,  who  is  appointed  by  the  Secretary, 
for  all  practical  purposes  supersedes  a 
man  appointed  by  the  President  and 
confirmed  by  the  Senate,  the  Adminis¬ 
trator  of  the  Rural  Electrification  Ad¬ 
ministration,  not  to  review  after  the  fact 
but  to  review  all  applications  of  $500,000 
or  more,  now  $1  million  or  more,  before 
the  fact. 

You  all  know  the  story  of  the  Indiana 
case,  you  all  know  it  was  held  up,  you 
all  know  an  important  policy  was  in¬ 
volved.  The  Administrator,  Mr.  Hamil, 
testified  that  he  had  a  consultation  in 
the  Secretary’s  office  with  representa¬ 
tives  of  the  Department  of  Public  Utili¬ 
ties  of  the  State  of  Indiana,  and  that 
later  he  went  over  to  the  White  House 
and  had  a  conference  with  some  persons 
there  about  the  Indiana  application. 

This  is  a  major  change,  this  is  a  radical 
change,  this  is  a  violation  of  the  promise 
made  by  the  Secretary  himself  to  the 
Congress  of  the  United  States.  This 
means  that  one  not  appointed  by  the 
President  and  confirmed  by  the  Senate 
is  in  a  position  where  he  can  dictate 
policy  in  connection  with  this  important 
agency,  which  is  of  such  vital  importance 
to  millions  of  persons  who  live  on  the 
farm  and  till  the  soil  for  a  living. 

So  the  case  is  clear.  You  and  I  know 
the  reason  for  putting  that  order  through 
secretly.  If  they  gave  public  notice,  if 
they  had  consulted  with  the  farm  or¬ 
ganizations,  if  they  had  consulted  with 
the  committees  of  Congress  and  Members 


of  Congress,  there  would  be  a  rousing 
of  public  opinion  with  knowledge  of  the 
proposed  change.  Public  opinion  among 
our  farming  communities  and  among 
Members  of  Congress  representing  farm 
districts  would  have  been  so  strong  that 
they  would  not  have  dared  to  put  that 
directive  through  superseding  the  Ad¬ 
ministrator  of  the  Rural  Electrification 
Administration,  a  Senate-confirmed  of¬ 
ficial,  by  one  who  was  simply  an  ap¬ 
pointee  of  the  Secretary  of  Agriculture. 

The  case  is  clear.  There  are  other 
agencies  in  the  same  position  as  this 
agency  will  be,  if  this  law  is  passed,  where 
for  housekeeping  purposes,  they  are  a 
part  of  a  department,  but  they  have  an 
autonomy  within  themselves  in  carrying 
out  the  major  purposes  of  the  law  they 
administer  and  which  Congress  passed. 
In  this  case,  we  are  simply  doing  what 
the  Congress  intended  to  do,  which  was 
circumvented  by  a  secret  order.  Con¬ 
gress  should  pass  this  law  not  only  to 
carry  out  our  intent,  but  to  protect 
the  great  farming  communities  of  our 
country. 

Mr.  BROWN  of  Ohio.  Mr.  Chairman, 
I  yield  7  minutes  to  the  gentleman  from 
Michigan  [Mr.  Meader],  a  member  of 
the  committee. 

(Mr.  MEADER  asked  and  was  given 
permission  to  revise  and  extend  his 
remarks.) 

Mr.  MEADER.  Mr.  Chairman,  I  have 
opposed  any  effort  to  amend  existing  law 
as  to  responsibilities  within  the  Depart¬ 
ment  of  Agriculture  for  the  Rural  Elec¬ 
trification  Administration,  as  outlined  in 
H.R. 1321. 

Jkly  position  was  stated  clearly  in  Ad¬ 
ditional  Views  to  House  Report  235,  filed 
March  20,  of  this  year.  H.R.  1321  modi¬ 
fying  Reorganization  Plan  No.  2  of  1939 
and  Reorganization  Plan  No.  2  of  1953, 
adopts  an  erroneous  principle  of  admin¬ 
istration.  Instead  of  tightening  controls 
and  establishing  clear  channels  of 
authority  and  responsibility,  it  moves  in 
the  opposite  direction,  of  fragmentation 
and  dispersal  of  functions  and  respon¬ 
sibility. 

The  Hoover  Commission,  in  its  report 
on  general  management  of  the  executive 
branch,  had  this  to  say: 

The  President,  and  under  him  his  chief 
lieutenants,  the  department  heads,  must  be 
held  responsible  and  accountable  to  the 
people  and  the  Congress  for  the  conduct 
of  the  executive  branch.  Responsibility  and 
accountability  are  impossible  without  au¬ 
thority — the  power  to  direct.  The  exercise 
of  authority  is  impossible  without  a  clear 
line  of  command  from  the  top  to  the  bottom 
and  a  return  line  of  responsibility  and  ac¬ 
countability  from  the  bottom  to  the  top. 

Continuing : 

Under  the  President  the  heads  of  depart¬ 
ments  must  hold  full  responsibility  for  the 
be  a  clear  line  of  authority  reaching  down 
conduct  of  their  departments.  There  must 
through  every  step  of  the  organization  and 
no  subordinate  should  have  authority  inde¬ 
pendent  from  that  of  his  superior.  Each 
department  head  should  receive  from  the 
Congress  administrative  authority  to  or¬ 
ganize  his  department  and  to  place  him  in 
control  of  its  administration. 

Even  further: 

We  recommend  that  the  department  head 
should  be  given  authority  to  determine  the 
organization  within  his  department. 


Now,  if  we  continue  to  create  auto¬ 
nomous  administrations  outside;  or  even 
inside,  executive  departments,  adminis¬ 
trative  chaos  is  the  inevitable  result. 
The  department  head — a  member  of  the 
Cabinet — and  the  President  will  lose  con¬ 
trol  over  the  operations  for  which  the 
administration  is  responsible. 

Likewise  the  Congress  will  find  it  diffi¬ 
cult,  if  not  impossible  to  examine  and 
control  the  operations  of  a  multitude  of 
autonomous,  uncoordinated  administra¬ 
tive  activities. 

The  Hoover  Commission  concluded: 

We  have  urged  in  our  first  report  that  the 
foundation  of  good  departmental  adminis¬ 
tration  is  that  the  Secretary  shall  have  au¬ 
thority  from  the  Congress  to  organize  and 
control  his  organization,  and  that  separate 
authorities  to  subordinates  be  eliminated. 

Proper  administration  requires  further 
tightening  of  authority  and  establish¬ 
ment  of  clearer  channels  of  command, 
not  in  their  diffusion  as  will  be  accom¬ 
plished  by  H.R.  1321. 

Mr.  Chairman,  I  listened  with  great 
interest  to  the  remarks  of  the  distin¬ 
guished  majority  leader,  with  whom  it 
has  been  my  pleasure  to  serve  on  the 
Committee  on  Government  Operations 
during  my  entire  career  in  the  House  of 
Representatives.  He  has  made  a  stirring 
appeal  but  he  has  employed  inflamma¬ 
tory  phrases  such  as  “a  secret  order”  and 
has  charged  the  Secretary  of  Agriculture 
with  violating  a  certain  promise  made 
to  the  Congress  of  the  United  States. 

I  was  present  when  Reorganization 
Plan  No.  2  of  1953  was  considered  by  the 
Committee  on  Government  Operations. 
The  majority  leader  more  than  once 
during  those  proceedings  indicated  that, 
in  general,  he  favored  Reorganization 
Plan  No.  2.  He  very  carefully  went  over 
with  the  Secretary,  Mr.  Benson,  this 
very  matter  of  consultation  with  Con¬ 
gress  on  major  changes. 

So  that  there  may  be  no  mistake  or 
misunderstanding,  I  want  to  read  one  of 
these  passages  from  the  record  of  our 
hearings.  I  may  say  also  that  the  ma¬ 
jority  leader  asked  the  same  question  of 
our  former  colleague,  Mr.  Hope,  of  Kan¬ 
sas,  who  was  also  a  witness  in  favor  of 
that  reorganization  plan.  I  quote  from 
page  92  of  our  hearings  of  May  21  and 
25  of  1953.  Secretary  Benson  was  the 
witness  and  Mr.  McCormack  was  inter¬ 
rogating  him. 

Mr.  McCormack.  Well,  not  to  quibble — I 
am  not  going  to  quibble — you  have  stated 
and  you  now  definitely  state  for  the  record 
that  before  any  changes  take  place,  if  this 
reorganization  plan  becomes  effective,  in  ad¬ 
dition  to  consulting  with  others,  on  proper 
public  notice,  hearing  on  major  matters,  and 
so  forth,  you  are  going  to  consult  with  the 
Democratic  members  of  the  committee  as  well 
as  the  Republican  members  of  the  com¬ 
mittee? 

Secretary  Benson.  Well,  I  think.  Congress¬ 
man,  certainly  on  any  major  change  pro¬ 
posed  we  would  want  to  consult  with  the 
Republican  and  Democratic  Members  of 
Congress. 

Mr.  McCormack.  Well,  I  said - - 

Secretary  Benson  (interrupting).  Now, 
you  wouldn’t  want  us  to  do  that  on  every 
minor  change  that  was  to  be  done  from  day 
to  day. 

Mr.  McCormack.  I  said  major. 


1959 


CONGRESSIONAL  RECORD  —  HOUSE 


5385 


Secretary  Benson.  On  major  changes;  yes. 

Mr.  McCormack.  Now,  what  would  you 
call  a  major  change? 

Secretary  Benson.  I  think  this  provision 
dealing  with  marketing — 

Which  had  been  discussed  a  few  min¬ 
utes  earlier — 

as  we  envision  it,  would  be  a  major  change. 

I  think  if  we  proposed  the  consolidation 
of  any  two  agencies  or  any  important  func¬ 
tions  of  two  agencies,  that  would  be  a  major 
change. 

It  is  pretty  hard  to  describe  what  is  a 
major  and  what  is  a  minor  change. 

Mr.  McCormack.  I  agree  with  that.  I  am 
just  trying  to  get  an  understanding  of  what 
is  in  your  mind. 

The  g-entleman  who  just  preceded  me, 
the  majority  leader,  more  or  less  as¬ 
sumes  that  what  was  done  here,  which 
he  calls  a  secret  order  was  a  major 
change  of  the  character  discussed  before 
our  committee. 

I  submit  it  was  not  a  major  change 
but  merely  the  exercise  of  control  by  the 
head  of  a  department.  This  involves  no 
consolidation  of  agencies  within  the  De¬ 
partment  of  Agriculture.  It  involves  no 
consolidation  of  functions  within  the 
agencies  in  the  Department  of  Agricul¬ 
ture.  It  involves  day-to-day  super¬ 
vision  of  the  subordinates  within  the  De¬ 
partment  of  Agriculture  and  nothing 
more. 

Now  I  ask  the  majority  leader,  who  has 
frequently  stood  on  this  floor  and  up¬ 
held  the  separation  of  powers  of  govern¬ 
ment,  even  to  the  extent  of  indicating 
that  Congress  is  not  entitled  to  informa¬ 
tion  from  the  executive  branch,  if  he 
would  try  to  set  up  whirlpools  of  gov¬ 
ernment  as  they  are  called  by  Dr. 
Ernest  S.  Griffith  in  his  book  “Congress — 
Its  Contemporary  Role” — pages  37-39? 

Does  the  majority  leader  believe  indi¬ 
vidual  Members  of  Congress  should  in¬ 
terfere  in  the  daily  administration  of 
the  functions  of  the  executive  branch  of 
the  Government. 

Is  he  suggesting  that  before  the  Secre¬ 
tary  of  Agriculture  can  sign  a  letter  he 
must  come  over  here  and  talk  to  the 
chairman  of  the  Committee  on  Agricul¬ 
ture  and  the  ranking  minority  member  of 
that  committee? 

Is  he  suggesting  that  we  inject  our¬ 
selves  into  the  administration  of  the  af¬ 
fairs  of  the  executive  branch  of  the 
Government?  I  hope  not,  because  we 
have  enough  to  do  to  attend  to  our  own 
business. 

The  Congress  acts  by  the  action  of 
committees  and  the  House  and  the  Sen¬ 
ate.  It  does  not  act  through  individual 
Members  of  Congress,  consulting  with 
departments,  of  which  there  is  no  record 
and  could  be  no  official  record? 

If  major  changes  are  contemplated 
the  reorganization  plan  itself  contains  a 
provision  included  at  the  request  of  the 
Secretary  of  Agriculture,  for  advance 
notice  and  hearing.  There  is  not  any 
suggestion  that  that  provision  has  been 
violated.  The  hearing  record  of  the  com¬ 
mittee  does  not  justify  the  attack  the 
majority  leader  has  made  on  the  Sec¬ 
retary  of  Agriculture  nor  the  flamma- 
tory  phraseology  he  used  in  discussing 
this  bill. 

Now,  Mr.  Chairman,  I  am  opposed  to 
H.R,  1321  because,  first,  it  flaunts  sound 


principles  of  administration  and  good 
government,  and  second,  because  the 
burden  of  proof  has  not  been  sustained. 
Indeed,  not  even  a  prima  facie  case  has 
been  made  to  justify  this  proposed 
change  in  law. 

Students  of  government  agree  that  a 
basic  principle  of  sound  administration 
is  that  authority  and  responsibilty  go 
hand  in  hand;  that  clear  lines  of  au¬ 
thority  or  channels  of  command  between 
a  top  administrator  and  subordinates 
must  be  established  and  maintained. 

That  philosophy  has  been  expressed 
repeatedly  by  the  Hoover  Commissions 
on  reorganization  of  the  executive 
branch  of  the  Government,  and  has 
been  endorsed  by  the  Congress  both 
expressly  and  by  its  action,  particularly 
by  its  approval  of  reorganization  plans 
growing  out  of  the  Hoover  Commission’s 
studies.  Those  studies  had  as  their  ob¬ 
jective  centralization  of  administrative 
power  in  the  head  of  departments  with 
full  authority  to  delegate  portions  of  it 
to  subordinates  and  to  hold  them  re¬ 
sponsible. 

Such  sound  philosophy  of  governmen¬ 
tal  structure  runs  through  the  legisla¬ 
tive  history  of  congressional  efforts  to 
bring  the  sprawling  military  services 
and  their  respective  semiautonomous  di¬ 
visions,  corps,  and  bureaus  under  cen¬ 
tralized  control  of  the  Department  of 
Defense.  There  should  be  no  disagree¬ 
ment  among  us  on  that  basic  principle. 

It  must  likewise  be  clear  that  the  pur¬ 
pose  of  the  bill  before  use  is  to  move  in 
the  opposite  direction,  away  from  such 
vital  centralization  and  clear  channels 
of  authority. 

The  bill  in  its  effect  disperses  and 
fragments  governmental  authority  and, 
as  I  stated  at  the  outset,  flaunts  and 
violates  sound  principles  of  administra¬ 
tion.  It  sets  bad  precedent.  It  places 
beyond  the  control  of  the  Secretary  of 
Agriculture  and  perhaps  even  the  Chief 
Executive  the  supervision  of  the  only 
function  in  the  Rural  Electrification  Ad¬ 
ministration  that  amounts  to  anything  ; 
namely,  the  granting  of  loans.  It  might 
be  said  the  bill  is  not  only  one  of  dif¬ 
fusion  but  confusion. 

It  should  be  clearer  to — and  we  would 
be  more  candid  with — the  American 
people  if  the  bill  provided  outright  for 
repeal  of  Reorganization  Plan  2  of  1939 
and  Reorganization  Plan  2  of  1953  and 
recreated  the  REA  as  an  independent 
autonomous  body  wholly  outside  any 
department  of  Government.  But  H.R. 
1321  leaves  REA  in  the  Department  of 
Agriculture,  leading  to  the  impression 
that  the  Cabinet  officer  who  heads  that 
Department  has  some  authority  over  it 
and  over  the  REA  Administrator  as  his 
subordinate.  In  fact,  the  Secretary  of 
Agriculture,  if  this  bill  is  adopted, 
would  have,  no  such  control  and  super¬ 
vision. 

Thus,  if  we  are  to  take  the  action 
which  is  the  object  of  this  measure,  it 
would  be  far  preferable  in  my  opinion 
to  go  all  the  way  and  give  REA  complete 
autonomy  than  do  as  some  want  to,  to 
leave  it  within  the  Department  of 
Agriculture  with  apparent  but  no  real 
control. 


What  case  has  been  made  for  this 
departure  from  sound  principles  of  gov¬ 
ernment?  From  the  committee’s  record 
it  appears  that  absolutely  no  case  has 
been  made,  not  even  a  prima  facie  one. 

Other  speakers  have  quoted  amply 
from  the  Record  to  show  that  no  loan 
has  been  disapproved  by  virtue  of  the 
supervision  of  the  Secretary  of  Agricul¬ 
ture  and  that  the  Administrator  in  exer¬ 
cising  the  functions  delegated  to  him  by 
the  Secretary  of  Agriculture  has  been 
free  from  any  interference.  For  em¬ 
phasis  I  quote  the  following  passage 
from  the  testimony  of  Mr.  Hamil,  the 
Administrator,  on  page  34  of  the  com¬ 
mittee  hearings: 

Secretary  Benson  has  made  no  change  in 
the  organization,  authorities,  functions  or 
policies  of  REA. 

The  informal  procedure  whereby  proposed 
supplemental  loans  in  excess  of  one-half 
million  dollars — now  $1  million — and  pro¬ 
posed  loans  to  new  borrowers  are  discussed 
with  Mr.  Kenneth  L.  Scott,  Director  of  Agri¬ 
cultural  Credit  Services,  has  not  resulted  in 
the  rejection  of  a  single  loan  or  in  any  ap¬ 
preciable  delay. 

In  not  a  single  instance  has  Secretary 
Benson  or  Director  Scott  interferred  in  the 
discharge  of  my  responsibilities  as  Adminis¬ 
trator  of  REA.  I  make  the  loans. 

The  emotional  charges  of  political  in¬ 
terference  are  without  support  in  the 
Record.  The  person  with  whom  the 
REA  Administrator  is  required  to  con¬ 
sult  on  behalf  of  the  Secretary  of  Agri¬ 
culture  is  Mr.  Kenneth  L.  Scott,  Direc¬ 
tor  of  Agriculture  Credit  Services.  Mr. 
Scott  has  been  with  the  Department  of 
Agriculture  since  1934,  for  20  years  with 
the  Farm  Credit  Administration,  and 
since  1954,  in  his  present  position.  How 
can  we  base  legislative  judgment  on  a 
tacit  assumption  of  political  interfer¬ 
ence  when  the  Tacts  are  all  to  the  con¬ 
trary? 

Mr.  Chairman,  I  appeal  to  my  col¬ 
leagues  not  to  embark  on  this  danger¬ 
ous  course  of  creating  autonomous  little 
kingdoms  in  the  executive  branch  of  the 
Government.  If  the  cooperative  asso¬ 
ciation  lobby  succeeds  in  this  movement 
to  place  REA  outside  the  channels  of 
control  of  the  administration  of  the 
executive  branch,  what  will  come  next? 
The  Corps  of  Engineers,  the  Bureau  of 
Reclamation.  What  other  bureaus  hav¬ 
ing  functions  of  interest  to  a  particular 
segment  of  our  population  will  seek  to 
free  themselves  from  supervision  and 
control  of  Cabinet  officers. 

It  is  perfectly  obvious  that  if  the  prec¬ 
edent  established  today  encourages  a 
widespread  movement  toward  dispersal 
and  fragmentation  of  Government  func¬ 
tions,  the  executive  branch  of  the  Gov¬ 
ernment  must  become  an  unmanagable 
hodge-podge  of  sovereign,  autonomous 
bux-eaucracies.  Congress  will  find  its 
control  weakened  to  the  point  of  dis- 
appeai’ance. 

I  hope  H.R.  1321  will  be  resoundingly 
defeated. 

The  CHAIRMAN.  The  time  of  the 
gentleman  fx-om  Michigan  [Mr.  MeaderJ 
has  expired. 

Mr.  BROWN  of  Ohio.  Mr.  Chair¬ 
man,  I  yield  7  minutes  to  the  gentle¬ 
man  from  New  Yoi'k  [Mr.  BarrvJ- 
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Mr.  BARRY.  Mr.  Chairman,  we  have 
heard  eloquently  from  the  gentleman 
from  Michigan  [Mr.  Meader],  whose  fac¬ 
tual  testimony  cuts  through  the  haze  of 
oratory  presented  by  the  gentleman  from 
Massachusetts  [Mr.  McCormack]. 

In  the  course  of  the  remarks  delivered 
by  the  gentleman  from  Massachusetts  he 
also  stated  something  about  an  Indiana 
situation;  an  application  that  was  made 
by  the  REA  of  Indiana. 

Yesterday  we  heard  considerable  tes¬ 
timony  with  respect  to  this  loan  applica¬ 
tion  from  his  side  of  the  aisle.  I  would 
like  to  take  occasion  to  look  at  the 
record  with  your  indulgence  on  this 
phase  of  the  majority  leader’s  statement 
this  morning.  I  refer  to  the  statement 
of  David  A.  Hamil,  Administrator,  REA 
before  the  Government  Operations  Com¬ 
mittee  hearings  of  1958,  page  212,  with 
regard  to  this  loan  application  for  In¬ 
diana: 

An  application  for  about  $42  million  was 
received  on  May  10,  1957,  from  a  federation 
of  Indiana  distribution  cooperatives  called 
Hoosier  Cooperative  Energy,  Inc.  The  co¬ 
operative  proposes  a  lease-operation  arrange¬ 
ment  with  the  aluminum  wire  firm  of  Rich¬ 
ards  &  Associates,  which  planned  to  use 
surplus  power  for  operation  of  a  new  alumi¬ 
num  plant. 

REA  met  numerous  times  with  representa¬ 
tives  of  the  Hoosier  group  and  their  engi¬ 
neers,  the  Southern  Engineering  Co.  Over  a 
period  of  many  months  the  Hoosier  group 
revised  its  plans,  reviewed  its  engineering 
studies,  keeping  pace  with  changing  condi¬ 
tions  in  its  negotiations  with  the  aluminum 
firm.  Through  October  and  November  of 
last  year  these  changes  were  major  in  nature, 
and  in  mid-December  REA  was  advised  by 
the  Hoosier  group  that  they  no  longer  wished 
to  consider  a  lease-operation  arrangement 
with  the  aluminum  company.  They  wanted 
to  enter  into  an  outright  sale-of-power  ar¬ 
rangement.  Necessary  information  in  re¬ 
spect  to  this  proposal  has  not  been  submitted 
to  REA,  and  we  have  been  unable,  for  that 
reason,  to  further  process  the  application. 

Our  latest  information  is  that  the  Hoosier 
group  no  longer  plans  to  serve  the  aluminum 
plant,  and  is  working  on  another  plan  of 
operation.  REA  has  no  details  of  this  new 
proposal,  nor  do  we  know  when  a  new  or 
revised  loan  application  will  be  submitted. 

REA’s  processing  of  the  Hoosier  applica¬ 
tion  has  been  normal  in  every  respect.  We 
neither  speed  up  nor  hold  back  on  loan 
processing.  We  take  them  as  they  come, 
insisting  only  that  they  stand  on  their  merits. 

Mr.  Chairman,  yesterday  morning  it 
was  my  good  fortune  to  witness  the  dedi¬ 
cation  of  the  Taft  Memorial,  honoring 
that  great  statesman,  Senator  Robert  A. 
Taft,  who,  for  so  many  years,  cham¬ 
pioned  integrity  in  Government  and 
sound  principals  of  management  for  the 
Nation.  In  yesterday’s  special  tribute, 
former  President  Herbert  Hoover  said 
that  Bob  Taft  for  years  struggled 
against  great  odds  to  prevent  legislators 
from  ‘changing  for  change  sake  rather 
than  for  improvement.”  I  wonder,  Mr. 
Chairman,  if  we  are  not  dangerously 
near  that  very  position  today  while  in 
the  shadow  of  the  gracious  Taft  Memo¬ 
rial  which  should  certainly  serve  as  a 
reminder  of  his  sound  philosophy  of  gov¬ 
ernment. 

During  the  course  of  the  hearings  on 
this  bill,  there  is  not  one  iota  of  evidence 
to  show  that  there  was  ever  a  single  REA 


loan  turned  down  because  of  the  REA 
being  in  the  Department  of  Agriculture, 
or  particularly  because  the  Secretary 
of  Agriculture  has  a  right  of  review  over 
the  loans  that  the  REA  made — and  yet 
some  would  change  it.  The  Adminis¬ 
trator  of  the  REA  has  stated  and  I 
quote ; 

Benson  has  made  no  change  in  the  organi¬ 
zation  authority,  function  or  policies  of  REA. 

And  the  Administrator  went  on  to  say 
further  that  the  informal  procedure  we 
have  heard  so  much  about  “has  not  re¬ 
sulted  in  the  rejection  of  a  single  loan  or 
any  appreciable  delay.” 

What  then  are  the  motivating  forces 
that  bring  this  legislation  to  the  floor? 
Gentlemen,  I  examined  carefully  the 
evidence  presented  to  this  committee, 
especially  by  those  seeking  the  adoption 
of  this  bill.  I  refer  you  to  the  statement 
of  Clyde  Ellis,  general  manager  of  the 
National  REA,  which  appears  in  the  rec¬ 
ord  of  hearings  on  this  bill,  and  I  ask 
you,  after  perusing  this  document,  if 
this  is  not  his  individual  effort  wherein 
he  has  corraled  the  REAs  throughout  the 
country  to  get  behind  this  legislation, 
more  with  the  purpose  in  mind  of  show¬ 
ing  the  strength  of  the  REA  for  future 
legislative  purposes  than  the  particular 
issue  at  hand? 

Has  this  House  and  this  Congress  con¬ 
stituted  itself  as  a  body  to  determine  who 
has  the  naked  power  to  achieve  his  will 
even  though  no  gain  may  be  reflected  to 
the  people?  I  think  not— -and  I  am  con¬ 
fident  that  a  great  many  of  my  col¬ 
leagues  also  agree.  Let  the  record  speak 
for  itself  with  regard  to  the  intent  of  the 
proceedings  upon  which  we  are  now  en¬ 
gaged.  I  refer  again  to  Mr.  Ellis’  state¬ 
ment,  which  appears  on  page  50  of  the 
hearings,  where  he  complained: 

The  act  prohibits  us  from  using  REA  loans 
to  serve  any  of  the  most  profitable  part  of  the 
power  industry  market;  that  is,  we  are  pro¬ 
hibited  from  going  into  the  most  thickly 
settled  villages  and  towns  of  over  1,500  pop¬ 
ulation. 

Mr.  Ellis  makes  this  statement  not¬ 
withstanding  the  fact  that,  by  his  own 
later  testimony,  95  percent  of  the  farms 
of  the  Nation  have  been  covered  by  rural 
electrification  or  otherwise,  and  it  cer¬ 
tainly  is  recalled  by  Members  of  Congress 
that  the  original  intent  of  the  REA  was 
for  the  purpose  of  establishing  electric 
service,  and  later  telephone  service  to 
the  farms  in  the  rural  areas  of  the  Na¬ 
tion  where  no  service  previously  existed. 

There  was  no  intent  in  the  original 
law  to  provide  electrical  services  which 
industry  could  otherwise  have  provided. 
Private  capital  should  be  employed  in 
thickly  populated  villages  and  commu¬ 
nities  where  it  can  do  the  job  without 
Government  support.  This  is  in  accord¬ 
ance  with  basic  elements  of  the  free  en¬ 
terprise  systems  upon  which  this  Nation 
has  so  long  prospered. 

Continuing  further  from  Mr.  Ellis’ 
statement,  he  drones  on  with  10  other 
major  complaints  with  respect  to  the 
provisions  of  the  REA  and  its  problem  in 
competing  with  private  enterprise.  Mr. 
Chairman,  this  bill  is  not  at  all  what  it 
purports  to  be.  This  bill  is  designed  to 
be  an  opening  wedge  to  let  the  flood 
gates  down  on  the  other  complaints  in 
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Mr.  Ellis’  statement  that  the  REA’s 
throughout  the  Nation  would  request  of 
this  or  future  Congresses — in  order  to 
more  effectively  compete  and  drive  out 
private  capital  throughout  areas  that 
are  now  already  supplied  with  private 
power  and  where  ample  capital  is  avail¬ 
able  to  do  the  job  without  Government 
subsidy,  which,  in  the  words  of  Senator 
Taft,  amounts  to  “creeping  socialism.” 

In  conclusion,  Mr.  Chairman,  I  would 
like  to  point  out  that  in  the  statement  of 
Mr.  Ellis,  he  consistently  uses  the  word 
“fear.”  In  fact,  beginning  on  page  51 
and  continuing  for  two  pages,  “fear”  is 
mentioned  12  times  or  words  connoting 
the  same  apprehension. 

I  submit,  Mr.  Chairman,  that  an  act 
of  this  House  predicated  on  the  unsound 
principle  of  change  for  change’s  sake, 
coupled  with  a  psychosis  of  fear,  and 
contrary  to  sound  management  princi¬ 
ples  of  Government,  sets  a  dangerous 
precedent  in  reversing  reorganization 
proceedings  recommended  by  the  Hoover 
Commission,  and  is  unworthy  of  ap¬ 
proval  by  this  august  body. 

(Mr.  BARRY  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  BROWN  of  Ohio.  Mr.  Chairman, 
I  yield  4  minutes  to  the  gentleman  from 
California  [Mr.  Hiestand]. 

Mr.  HIESTAND.  Mr.  Chairman,  a 
fundamental  of  sound  organization  is 
that  powers  must  measure  up  to  respon¬ 
sibility.  I  am  sure  every  Member  of  this 
House  agrees  with  that. 

Mr.  Chairman,  the  Congress  of  the 
United  States  over  the  years  has  estab¬ 
lished  a  reputation  as  among  the  best  of 
the  legislative  bodies  anywhere  in  the 
world. 

This  has  been  achieved  through  care¬ 
ful  deliberation  and  thorough  analysis  of 
the  facts  involved  in  particular  issues. 
But  one  of  the  most  important  qualities 
which  has  usually  typified  Congress  is 
that  we  have  adhered  to  basic  principles 
of  sound  governmental  procedure  and  the 
placing  of  responsibility  in  compliance 
with  good  administrative  practice. 

The  passage  of  H.R.  1321  would  cre¬ 
ate  an  administrative  monstrosity  and 
would  be  a  blot  on  the  reputation  of  the 
Congress. 

The  effect  of  this  bill  is  inconcievable 
in  that  it  would  leave  the  REA  within 
the  Department  of  Agriculture  subject  to 
the- general  supervision  and  direction  of 
the  Secretary  of  Agriculture,  but  the  Ad¬ 
ministrator  of  REA  would  have  authority 
to  approve  or  disapprove  loans  without 
the  supervision  or  direction  of,  or  any 
other  control  by  the  Secretary  of  Agri¬ 
culture. 

In  other  words  the  Congress  would  be 
telling  the  Secretary  of  Agriculture  that 
we  are  holding  him  responsible  for  the 
supervision  and  direction  of  REA  as  a 
part  of  the  Department  of  Agriculture, 
but  would  remove  from  the  Secretary  any 
authority  over  the  approval  or  disap¬ 
proval  of  loans  which  is  in  essence  the 
lifeblood  of  the  agency. 

In  the  first  place,  I  doubt  if  there  is 
anyone  here  who  believes  that  it  is  good 
public  administration  to  saddle  the  De¬ 
partment  head  with  the  responsibility 
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for  an  agency,  but  remove  all  of  his  su¬ 
pervision  over  that  agency. 

Secondly,  this  debate  fails  to  produce 
any  evidence  that  the  REA  programs  are 
being  interfered  with  by  the  Secretary  of 
Agriculture  or  anyone  else  in  the  execu¬ 
tive  branch.  REA’s  Administrator  Dave 
Hamil,  who  has  high  respect  on  both 
sides  of  the  aisle,  has  testified: 

In  not  a  single  instance  has  Secretary 
Benson  or  Director  Scott  interfered  in  the 
discharge  of  my  responsibilities  as  Adminis¬ 
trator  of  REA.  I  make  the  loans. 

Speaking  very  frankly  the  politically 
inspired  lobbyists,  including  the  one  who 
takes  up  most  of  the  committee  reports 
who  are  pushing  this  measure  have  even 
failed  to  present  any  evidence  where  the 
existing  procedure  has  been  harmful  to 
REA  or  a  single  bona  fide  loan  applica¬ 
tion  has  been  rejected. 

In  contrast  REA  has  enjoyed  the 
golden  era  of  its  existence  during  the 
past  6  or  7  years.  For  example,  loans 
of  $1.2  billion  were  made  during  this 
period  contrasted  to  $2.6  billion  loaned 
in  the  previous  17  V2  years  of  the  pro¬ 
gram. 

Let  me  cite  you  some  additional  proof 
that  this  whole  business  is  purely  a 
distasteful  “tempest  in  a  teapot.” 

During  the  last  6  years  the  following 
has  been  achieved: 

First.  Borrowers  delinquent  on  loans 
dropped  from  45  to  6 — systems  payments 
$139  million  ahead. 

Second.  The  backlog  of  applications 
has  dropped.  On  June  30,  1953,  there 
were  234  applications  on  hand  for  $193 
million.  On  December  31,  1958,  there 
were  58  applications  on  hand  for  $111.5 
million  which  included  one  application 
for  $48.5  million. 

Think  of  that,  Mr.  Chairman,  one-fifth 
of  the  backlog  of  pending  applications 
at  the  end  of  last  year  compared  to  6 
years  ago. 

Third.  Annual  power  sales  are  nearly 
22  billion  kilowatt-hours — double  sales 
in  1952. 

Fourth.  Net  worth  of  cooperative  bor¬ 
rowers  has  more  than  tripled.  REA  has 
come  of  age;  it  has  matured. 

Now  there  are  two  other  factors  which 
are  disconcerting  to  many  Members  of 
this  House  and  are  perhaps  an  indication 
of  why  some  want  to  ci’eate  this  tempest 
to  distract  attention  from  the  real  prob¬ 
lems. 

I  refer  to  the  fact  that  75  percent  of 
new  customers  being  added  under  the 
REA  program  are  industrial  and  non- 
farm  consumers.  One-half  of  the  total 
power  being  used  by  REA  systems  is 
for  nonfarm  use.  Then  there  is  the  law 
which  allows  REA  cooperatives  to  borrow 
your  money  from  the  Treasury  at  2  per¬ 
cent  though  the  Treasury  has  to  pay  4 
percent  for  those  funds.  But  that  is  the 
law.  Congress  wrote  it.  The  adminis¬ 
tration  is  charged  with  directing  the  REA 
as  the  law  is,  and  I  have  every  reason 
to  believe  the  Department  is  doing  a 
good  job. 

REA  is  making  tremendous  progress 
and  it  has  not  been  hampered  by  any¬ 
one  in  this  administration.  The  passage 
of  this  bill  would  not  only  be  a  reflection 
on  the  intelligence  of  the  Congress  and 
our  knowledge  of  sound  public  adminis¬ 


trative  practice,  but  it  would  be  a  dis¬ 
service  to  the  American  people  and  the 
REA  program.  This  is  not  a  matter  to 
be  passed  over  lightly.  The  passage  of 
this  monstrosity  would  come  back  to 
haunt  each  of  us  and  I  urge  its  referral 
back  to  the  committee. 

Mr.  BROWN  of  Ohio.  Mr.  Chairman, 
I  yield  the  remainder  of  the  time  on  this 
side  to  the  gentleman  from  Minnesota 
I  Mr.  Nelsen],  former  Director  of  the 
REA. 

(Mr.  NELSEN  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  NELSEN.  Mr.  Chairman,  and 
members  of  the  committee,  I  would  like 
to  make  some  brief  remarks  about  this 
bill,  and  I  am  sorry  that  time  does  not 
permit  adequate  coverage  of  the  things 
that  I  think  need  to  be  discussed.  I 
have  heard  a  good  deal  of  talk  from 
other  members  of  the  committee,  and 
they  were  fine,  and  I  want  to  compli¬ 
ment  the  gentleman  from  Illinois  [Mr. 
Price]  on  the  remarks  that  he  made 
relative  to  this  measure.  They  were  well 
done  and  very  sincere. 

Mr.  Chairman,  I  would  like  to  add  this 
comment,  that  I  do  happen  to  be  a 
farmer.  This  morning  my  son  turned 
the  switch  on  at  the  end  of  the  barn 
and  the  barn  was  cleaned.  He  turned 
another  switch,  and  the  silage  came 
down  for  the  cattle.  The  milking  op¬ 
eration  was  handled  with  electric  power 
delivered  on  a  system  that  I  helped  or¬ 
ganize.  The  poles  that  are  still  in  the 
ground  were  put  there  when  I  went  out 
with  others  to  get  enough  members 
signed  up  on  our  system  to  bring  REA 
to  our  farm,  and  I  served  as  vice  presi¬ 
dent  of  the  board. 

In  the  early  stages  of  the  history  of 
this  program  we  had  a  tax  bill  in  Min¬ 
nesota  that  was  impossible  to  live  with. 
As  a  State  senator  I  was  the  author  of 
the  tax  bill  under  which  we  now  operate, 
one  of  the  best  systems  in  the  United 
States.  I  later  became  the  administra¬ 
tor  of  this  program,  and  I  administered 
the  program  for  3  years.  I  worked  hard 
at  it.  I  traveled  all  over  the  United 
States.  I  dealt  with  many  Members  of 
Congress,  and  I  was  given  wonderful 
treatment,  and  I  thank  all  of  you  for  it. 

Now  I  want  to  address  myself  to  the 
bill,  because  time  will  not  permit  me  to 
deal  with  all  of  the  things  I  wish  to  de¬ 
velop  relative  to  this  measure.  I  was  in 
the  REA  from  1953  to  1956.  The  Reor¬ 
ganization  Act  which  has  been  talked 
about  here  was  enacted  when  I  was  the 
Administrator.  Never  at  any  time  did 
anybody  interfere  with  me  in  my  opera¬ 
tion  as  REA  Administrator,  and  I  know 
that  to  be  true,  and  that  is  true  at  this 
time. 

Now,  then,  I  want  to  tell  you  some¬ 
thing  else  about  this  program.  If  this 
particular  act  is  necessary,  if  the  REA 
Administrator  is  being  bothered,  there 
is  only  one  thing  to  do,  and  that  is  to 
make  it  an  independent  agency,  which 
the  Senate  attempted  to  do.  The  bill 
was  defeated.  Why?  That  is  a  good 
question.  But,  remember  this,  the  Sec¬ 
retary  of  Agriculture,  if  he  wishes,  could 
interfere  with  personnel,  he  could  inter¬ 
fere  with  the  legal  division  under  the 


Humphrey-Price  bill,  and  if  he  wishes 
to  hurt  the  Administrator,  he  still  can. 
And  if  the  proponents  of  this  measure 
mean  what  they  say,  they  should  adopt 
what  is  known  as  the  Curtis  bill,  if  it 
is  in  keeping  with  the  rules  of  the  House 
to  mention  that,  where  the  REA  becomes 
a  completely  separate  agency  which 
could  be  operated  in  the  future  without 
any  interference  whatsoever.  But  this, 
in  my  opinion,  is  nothing  more  than  an¬ 
other  strawman  that  they  have  built  up. 

I  want  to  tell  you  what  I  found  in  the 
REA.  I  found  on  my  desk  $200  million  of 
waiting  loan  applications.  I  found  in 
the  REA  about  1,200  to  1,500  of  the  finest 
employees  who  ever  worked  for  the  Gov¬ 
ernment  of  the  United  States — good 
people.  We  revised  the  procedure  under 
which  loans  were  handled.  I  was  the 
Administrator.  We  did  it  in  this  way. 
If  it  was  a  good  credit  risk,  where  interest 
and  payments  were  being  made,  we  made 
the  loan.  We  did  not  go  through  all  the 
redtape.  The  $200  million  of  applica¬ 
tions  melted  down  to  nothing  overnight. 

We  have  made  more  loans  under  this 
Administration  and  better  loans,  and 
the  power  rates  are  lower  and  the  re¬ 
payment  schedule  is  better  and  the  de¬ 
linquency  record  is  better. 

For  example  take  generation:  1,116,000 
kilowatts  of  capacity  in  the  last  6  years 
as  compared  to  1,145,000  kilowatts  of 
capacity  in  the  previous  17  years.  With 
a  total  of  $3.8  billion,  $1.2  billion  have 
been  made  in  the  last  6  years. 

Take  the  REA  telephone  program. 
There  were  only  7,500  telephones  under 
REA  telephone  systems  in  the  country 
prior  to  1953.  We  added  800,000  since 
that  time — think  of  that.  Those  who 
say  that  the  program  has  been  hampered 
are  only  building  a  straw  man — and  it 
could  well  catch  fire  from  some  of  the 
hot  air  that  whizzes  by. 

Now  I  would  like  to  get  down  to  some¬ 
thing  else,  if  time  permits.  I  happen  to 
be  a  dues-paying  member  of  NRECA. 
Every  year  I  pay  my  light  bill  and  every 
year  I  pay  dues.  I  believe  we  need  or¬ 
ganizations.  But  I  think  we  need  them 
not  for  propaganda,  but  for  the  best  in¬ 
terests  of  the  REA  program. 

When  I  came  to  Washington  the  word 
went  out,  not  by  journalists  of  high 
quality,  of  which  we  have  many,  but  by 
the  paid  writers,  and  most  of  the  lines 
went  something  like  this:  “Program 
running  like  dry  creek,”  “don’t  wiggle, 
little  catfish,  we  are  just  going  to  cut 
your  guts  out,”  “REA  at  the  crossroads,” 
“G.  and  T.  program  dead,”  “Power  lobby 
takes  over,”  and  so  forth. 

Those  statements  appeared  in  maga¬ 
zines  all  over  the  United  States. 

It  was  reported  that  we  were  going  to 
scuttle  the  REA  program.  The  straw 
man  gradually  became  bigger  and  bigger 
and  bigger  and  he  almost  came  to  life. 
It  took  almost  all  of  our  time  to  defend 
our  own  position  and  keep  the  fact 
straight.  At  the  same  time,  the  pro¬ 
gram  is  better  today  than  it  ever  has 
been.  I  have  a  personal  interest  in  this 
program,  because  when  I  clean  my  barn 
every  morning,  it  is  done  by  electric 
power — a  great  help  on  the  farm.  And 
by  the  way.  the  substance  that  goes  out 
is  much  better  in  quality  than  some  of 


CONGRESSIONAL  RECORD  —  HOUSE 


5388 

the  stuff  I  hear  that  passes  for  political 
argument. 

Mr.  BROWN  of  Ohio.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  NELSEN.  I  yield  to  the  gentle¬ 
man. 

Mr.  BROWN  of  Ohio.  Before  the 
gentleman  leaves  that  point,  in  what 
magazines  did  those  articles  appear? 

Mr.  NELSEN.  Almost  any  magazine 
that  would  print  them.  They  have  ap¬ 
peared  in  some  of  our  national  maga¬ 
zines.  Some  appeared  in  trade  journals, 
and  what-have-you — whoever  would 
print  them.  I  want  to  say  that  many  of 
the  people  who  printed  them  took  them 
in  good  faith. 

Here  is  a  report  from  the  Government 
Operations  Committee.  I  was  investi¬ 
gated.  There  are  Members  on  this  floor 
who  were  on  the  committee  when  I  was 
investigated.  The  charges  were  a  shot¬ 
gun  wedding. 

Mr.  HOFFMAN  of  Michigan.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  NELSEN.  I  yield. 

Mr.  HOFFMAN  of  Michigan.  Was 
that  the  time  when  those  Members 
from,  I  believe,  southeast  Colorado  came 
in  and  the  committee  would  not  hear 
them?  That  was  the  Chudoff  Com¬ 
mittee. 

Mr.  NELSEN.  That  is  right.  Some 
of  the  witnesses  were  contacted  by  staff 
members  before  they  appeared  before 
the  committee.  It  was  a  shotgun  wed¬ 
ding.  If  you  read  the  report  you  will  find 
in  it,  “It  has  been  reported — ”  “There 
are  those  who  believe — ”  “There  are 
some  who  are  of  the  opinion — ”  “Rum¬ 
ors  are — ”. 

They  are  not  direct  charges.  And,  be¬ 
lieve  it  or  not,  I  was  investigated  for 
just  one  thing  that  I  think  is  really 
funny.  It  does  not  appear  in  this  report. 

I  was  investigated  because  I  drank 
coffee  with  some  friends — Republican — 
in  Minnesota.  In  my  opinion  the  whole 
investigation  was  nothing  more  than 
taxpayers’  dollars  being  spent  on  a  po¬ 
litical  hayride  to  write  a  political  rec¬ 
ord — to  build  a  strawman.  It  did  not 
work,  not  even  in  a  campaign,  where  of 
course  it  was  intended  to  be  used,  and  it 
was  used. 

I  also  want  to  say  this,  that  this  straw- 
man  has  been  built  to  a  great  degree  by 
our  own  national  organization,  NRECA, 
of  which  I  am  a  member.  When  they 
are  so  bold  as  to  send  telegrams  into  my 
district  in  political  campaigns — when 
they  are  so  bold  as  to  write  speeches 
attacking  me  for  other  men  who  are 
running  for  office  to  deliver,  they  are 
violating  the  trust  that  I  and  my  neigh¬ 
bor  farmers  have  placed  in  them.  I 
regret  that  it  happened.  I  was  tape 
recorded  time  after  time — recorders 
followed  me  around  in  Denver  like 
little  red  coaster  wagons  in  the  hope 
that  I  would  slip.  NRECA  personnel 
played  parts  of  an  Indiana  speech, 
out  of  context,  in  New  Mexico  in  the 
hope  that  I  could  be  discredited  by  obvi¬ 
ous  misrepresentation.  It  did  not  work. 

I  want  to  say  that  on  their  staff  are 
many  fine  friends  of  mine.  But  it  is 
tragic  that  we  should  be  subjected  to 
these  low-level  propaganda  attacks 
where  facts  are  misrepresented  and 


tuned  to  their  own  fancy.  Many  mem¬ 
bers  of  this  House  have  come  to  me  on 
this  very  issue  and  a  number  of  them 
have  said,  “I  do  not  dare  vote  against 
this  bill  because  they  will  make  it  appear 
that  I  am  against  rural  electrification.” 
The  facts  will  be  distorted  and  twisted 
by  that  propaganda  front,  NRECA.  I 
believe  that  all  of  us,  whether  we  be 
farmers  or  laborers  or  businessmen,  if 
wre  have  reached  the  degree  of  fear  where 
.hose  who  practice  a  technique  of  prop¬ 
aganda  make  us  afraid  to  have  an  hon¬ 
est  difference  of  opinion,  then  it  is  about 
time  we  look  into  a  few  things. 

As  to  this  bill,  if  we  believe  that  REA 
has  been  interferred  with,  which  it  has 
not  been,  then  we  should  divorce  it  com¬ 
pletely,  because  remember  this:  Under 
this  bill  you  are  taking  away  from  the 
Secretary  the  right  to  have  a  voice  in 
the  approval  or  denial  of  loans,  but  you 
would  leave  in  his  hands  complete  au¬ 
thority  as  to  policy,  as  to  personnel. 
And  what  could  he  do?  Who  knows 
what  a  future  Secretary  of  Agriculture 
could  do  to  the  REA.  He  could  say, 
“Chris  Schultz,  we  think  you  should  be 
transferred;  Reggie  Cole  and  Roy  Zook 
should  go  to  Alaska;  Oz  Briden,  I  don’t 
like  the  way  you  trim  your  eyebrows, 
move  over.  And  so  he  could  still  put  the 
finger  on  many  outstanding  men,  Ralph 
Foreman,  Bill  Eastman,  Everett  Weit- 
zell,  Ray  Lind. 

He  could  fire  the  whole  group  of  dedi¬ 
cated  men  if  he  wanted  to  by  making 
it  tough  for  them.  He  could  go  down  in 
the  Legal  Division  and  say,  “I  want  you 
to  put  a  flag  on  this  loan.”  It  could  hap¬ 
pen. 

It  is  a  phony  issue.  I  regret  that  a 
program  that  is  so  near  and  dear  to  the 
farmers  of  America  should  be  continually 
placed  in  this  political  crossfire  and 
be  used  in  campaign  after  campaign. 

The  Farm  Credit  Administration  has 
been  referred  to.  I  hope  the  day  comes 
when  we  can  have  in  this  REA  program 
a  revolving  fund  of  some  kind  after  the 
pattern  of  the  Farm  Credit  Administra¬ 
tion,  where  the  farmers  can  finally  run 
their  own  business.  I  am  one  of  them, 
and  we  can  do  it.  The  REA  co-ops  in  my 
district  pay  back  more  to  the  Govern¬ 
ment  than  they  borrow.  We  could  oper¬ 
ate  with  a  revolving  fund. 

That  about  sums  up  the  remarks  I 
have,  Mr.  Chairman.  I  am  opposed  to 
this  bill  because  it  is  phony.  If  I  were 
to  vote  for  this  bill  I  would  be  admitting 
there  is  something  wrong,  which  there 
is  not.  I  regret  that  this  measure 
should  be  on  this  floor.  I  am  probably 
one  of  the  few  farmers  in  this  room,  and 
I  am  one  of  the  few  that  have  been  with 
this  program  since  it  was  conceived, 
since  it  was  born,  and  all  through  its 
maturity. 

I  want  to  refer  to  a  couple  of  other 
gentlemen  on  this  floor  and  compliment 
them.  I  will  refer  to  a  couple  of  issues 
and  problems  we  settled.  We  had  in 
Kentucky  a  problem  when  I  came  in,  a 
very  difficult  one.  The  gentleman  from 
Kentucky  [Mr.  Natcher],  who  is  on  the 
floor,  knows  about  it.  The  record  in  the 
House  hearings  carries  his  expression  of 
endorsement  of  the  settlement  made. 
There  we  finally  settled  a  case  that  had 
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been  in  the  courts  for  years,  and  long 
before  I  came  along. 

The  farmers  in  Kentucky. have  as  a 
result  one  of  the  finest  powerplants  in 
the  world.  Power  costs  were  cut  and  a 
fine  plant  was  salvaged  from  a  problem 
which  I  inherited  when  I  came  to  Wash¬ 
ington. 

It  was  our  privilege  to  help  out  in  the 
settling  of  the  long  contested  Georgia 
situation,  where  the  REA  preference 
customers  worked  out  a  satisfactory  ar¬ 
rangement  with  the  Government  on 
hydropower  and  the  power  companies  on 
firming  and  delivery  of  the  power. 

I  have  personal  letters  from  Marshall 
Pollock  and  Jim  Polhill  of  Georgia  with 
the  sincerest  of  thank  you’s  for  the  help 
the  REA  gave  them,  and  I  personally 
enjoyed  a  thank  you  from  Congressman 
Flynt  of  Georgia. 

We  worked  hard.  We  did  our  best. 
We  made  mistakes,  but  when  we  did, 
they  were  honest  ones. 

Summing  up  the  mechanics  of  the  bill 
under  consideration  in  detail,  it  appears 
that  the  significance  of  the  bill  is  far 
from  clear,  but  it  appears  that  it  could 
have  two  possible  fundamental  interpre¬ 
tations,  each  of  which  would  be  equally 
undesirable  for  different  reasons. 

The  first  possible  interpretation  is  that 
the  bill  in  effect  would  vest  practically  all 
of  the  powers  relative  to  the  REA  in  the 
Administrator,  but  yet  the  Secretary  of 
Agriculture  would  be  left  under  it  with 
the  general  function  of  directing  and 
supervising  the  REA.  The  bill  provides 
that  functions  relative  to  the  REA  trans¬ 
ferred  to  the  Department  of  Agriculture 
and  its  Secretary  by  reorganization  plans 
of  1939  and  1953  would  be  transferred  to 
the  Administrator  of  the  REA,  and  that 
officer  would  have  the  authority  to  ap¬ 
prove  or  disapprove  loans  without  any 
review  by  the  Secretary  of  Agriculture. 

Now,  Reorganization  Plan  No.  2  of 
1939  provides  in  section  402  that  the  con¬ 
trol  of  records,  property,  and  personnel 
of  the  agencies  transferred — including 
REA — is  to  be  vested  in  the  Secretary  of 
the  department  concerned.  The  control 
of  funds  was  transferred  to  him  by  sec¬ 
tion  403,  and  the  control  of  personnel 
was  specifically  covered  by  section  404. 
Now  if  the  functions  and  activities  rela¬ 
tive  to  the  REA  that  were  transferred  to 
the  Secretary  by  this  plan  are  trans¬ 
ferred  back  to  the  Administrator,  then 
all  authority  over  records,  personnel, 
property,  and  funds  would  be  placed  in 
the  hands  of  the  Administrator.  The 
approval  of  loans  would  also  be  in  his 
hands. 

But  the  Secretary  of  Agriculture  would 
be  left  in  the  anomalous  position  of  hav¬ 
ing  general  direction  and  supervision  of 
the  REA.  Although  he  would  be  de¬ 
prived  of  the  tools  needed  to  perform  this 
function,  the  Secretary  of  Agriculture 
would  still  be  responsible.  Only  one  tool 
would  be  left  in  his  hands.  Remember, 
the  funds  for  the  REA  are  advanced  to  it 
by  the  Treasury  pursuant  to  an  appro¬ 
priation  made  by  Congress.  Now  section 
3(a)  of  the  Rural  Electrification  Act  of 
1936,  as  amended,  provides: 

The  Secretary  of  the  Treasury  Is  hereby 
authorized  and  directed  to  make  loans  to 
the  Administrator,  upon  the  request  and 
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approval  of  the  Secretary  of  Agriculture,  In 
such  amounts  in  the  aggregate  for  each 
fiscal  year  *  *  *  as  the  Congress  may  from 
time  to  time  determine  to  be  necessary. 

Thus  the  determination  of  the  amount 
of  money  to  be  spent  by  the  REA  within 
an  appropriation  made  by  Congress 
would  remain  in  the  hands  of  the  Secre¬ 
tary  of  Agriculture.  There  is  nothing  in 
this  bill  that  would  in  any  way  change 
either  section  3(a)  of  the  act  of  1936,  as 
amended,  or  the  power  of  the  Secretary 
under  it. 

Then,  under  this  first' possible  inter¬ 
pretation,  the  Secretary  of  Agriculture 
would  have  general  direction  and  super¬ 
vision  over  the  REA  but  practically  no 
authority  over  the  agency  for  which  he 
is  responsible.  If  the  Secretary  is  de¬ 
prived  of  supervision  over  the  end  prod¬ 
uct,  how  could  anyone  argue  that  the 
REA  would  be  “under  the  general  direc¬ 
tion  and  supervision  of  the  Secretary 
of  Agriculture”?  To  say  the  least  this 
would  be  highly  anomalous. 

The  other  possible  interpretation  of 
the  language  of  this  bill  is  just  as  ridic¬ 
ulous.  Under  this  construction  the  Sec¬ 
retary  would  still  have  all  possible  con¬ 
trols  over  property,  funds,  personnel, 
and  procedures  of  the  REA,  but  he 
would  be  deprived  only  of  control  over 
the  approval  or  disapproval  of  loans. 
Obviously  in  this  instance  it  would  place 
the  Administrator  of  the  REA  in  a  pe¬ 
culiar  position. 

The  report  of  the  minority  of  the 
House  Committee  on  Government  Oper¬ 
ations  spells  out  specifically  this  inter¬ 
pretation: 

A  literal  reading  of  the  bill  reported  by 
the  majority  would  leave  subject  to  the  Sec¬ 
retary’s  direction  and  supervision  all  of  the 
functions  and  activities  of  REA  except  the 
bare  function  of  approving  and  disapprov¬ 
ing  loans.  The  Administrator  in  other  vital 
aspects  of  administering  the  Rural  Electri¬ 
fication  Act  and  the  agency  would  continue 
to  be  subordinate  to  the  Secretary,  and  sub¬ 
ject  to  his  direction,  supervision,  and  con¬ 
trol,  and  to  the  regulations  prescribed  by 
him  for  the  government  of  the  Department, 
the  conduct  of  its  officers  and  clerks,  the 
distribution  and  performance  of  its  business 
(other  than  the  act  of  approving  or  refusing 
to  approve  loans),  and  the  custody,  use,  and 
preservation  of  the  records,  papers,  and 
property  appertaining  to  it  (5  U.S.C.  22). 
The  preparation  and  submission  of  annual 
loan  and  administrative  fund  budgets,  the 
appointment  and  supervision  of  personnel, 
the  formulation  of  loan  and  other  adminis¬ 
trative  policies  and  procedures,  and  all  the 
other  activities  and  functions  associated  with 
the  administration  of  REA  would  continue 
to  be  under  the  Secretary’s  direction  and 
supervision. 

Obviously  the  minority  is  correct  when 
it  says  that  “such  an  arrangement  is  un¬ 
workable.”  Under  this  interpretation 
the  Secretary  could  supervise  the  selec¬ 
tion  of  personnel,  he  could  determine  the 
procedures  to  be  used  by  the  REA,  he 
could  determine  the  funds  to  be  re¬ 
quested  in  the  REA’s  budget,  he  would 
control  its  office  equipment  and  supplies, 
loan  procedures  would  be  under  his  con¬ 
trol,  legal  advice  and  services  would  be 
supplied  by  the  Department;  but  the 
actual  approval  or  disapproval  of  loans 
would  not  be  subject  to  the  Secretary’s 


control.  The  final  approval  or  disapproval 
of  loans  would  be  the  responsibility  of 
the  Administrator  alone.  It  is  hard  to 
see  how  the  Administrator  could  logi¬ 
cally  be  vested  with  the  sole  authority  to 
approve  or  disapprove  of  loans  if  the 
entire  operations  on  which  this  final  act 
rests  are  under  the  direction  and  super¬ 
vision  of  someone  else  and  could  be  re¬ 
moved  from  the  immediate  control  of 
the  Administrator. 

It  is  not  clear  which  of  these  two  possi¬ 
ble  interpretations  of  the  bill  is  correct. 
Either  one  of  them  would  be  anomalous, 
to  say  the  least. 

Significantly,  neither  in  1958  nor  in 
1959  did  the  Committee  on  Government 
Operations  conduct  hearings  on  this 
specific  bill  reported  to  the  House.  It 
conducted  hearings  on  a  completely  dif¬ 
ferent  bill  that  bears  no  relation  to  this 
bill  at  all.  Therefore,  the  hearings  yield 
no  evidence  from  representatives  of  the 
Bureau  of  the  Budget,  of  the  Department 
of  Agriculture,  or  of  REA  on  how  this 
specific  bill  might  actually  be  interpeted 
and  applied. 

The  REA  is  too  important,  too  vital 
to  American  agriculture,  for  Congress  to 
place  it  in  such  an  anomalous  position. 

PROGRESS  OF  REA  PROGRAMS 

Profound  postwar  changes  in  the 
character  of  rural  America — including 
the  growth  of  a  large  nonfarm  popula¬ 
tion,  the  increasing  use  of  electricity  for 
farm  and  home  chores,  and  the  develop¬ 
ment  of  new  rural  industries  and  proc¬ 
essing  plants — have  greatly  increased 
the  demand  for  adequate  and  reliable 
electric  service  in  rural  areas.  In  addi¬ 
tion,  the  growing  interdependence  of 
city  and  country  has  made  modern  dial 
telephone  service  a  virtual  necessity  in 
rural  America.  Since  1952,  the  Rural 
Electrification  Administration  has  stead¬ 
ily  increased  the  tempo  of  its  activities 
to  help  985  active  electric  borrowers  and 
638  rural  telephone  systems  to  meet  this 
continuously  growing  demand  for  their 
services. 

LOAN  NEEDS  MET  FULLY 

Loans  to  rural  electric  systems  ap¬ 
proved  during  calendar  year  1958  totaled 
$213.8  million,  bringing  total  electric 
loans  approved  since  inception  of  the 
program  to  $3.8  billion.  About  $1.2  bil¬ 
lion  of  this  total  has  been  made  since 
January  1,  1953.  Telephone  loans 

reached  the  record  high  of  $102.9  million 
in  calendar  year  1958.  More  than  79 
percent  of  all  telephone  loans  and  about 
31  percent  of  all  electric  loans  have  been 
made  since  January  1,  1953. 

EIGHT  HUNDRED  THOUSAND  CONSUMERS  ADDED 
IN  6  YEARS 

Some  800,000  new  consumers  and 
180,000  miles  of  line  have  been  added 
to  the  systems  of  REA  electric  borrowers 
since  January  1,  1953.  The  current  rate 
of  addition  is  more  than  120,000  con¬ 
sumers  a  year.  Among  these  new  users, 
nonfarm  consumers  outnumber  farm 
consumers  3  to  1.  Power  sales  to  non¬ 
farm  establishments  now  are  greater 
than  to  farmers. 

Besides  this  growth  in  numbers,  con¬ 
sumers  are  using  more  kilowatt-hours  of 
electricity  each  year.  Annual  consump¬ 


tion  averaged  3,050  kilowatt-hours  per 
consumer  in  1953;  in  1958,  it  was  esti¬ 
mated  at  4,450  kilowatt-hours.  Power 
sales  on  systems  financed  by  REA  rose  10 
percent  over  1957  during  calendar  year 
1958,  reaching  an  estimated  21.7  billion 
kilowatt-hours. 

MORE  POWER  ASSURED  FOR  RURAL  CONSUMERS 

Particular  attention  has  been  given  to 
borrowers’  needs  for  an  expanding  supply 
of  power  at  low  cost.  REA  has  pressed 
the  search  for  more  economical  means  of 
power  production  and  has  assisted  bor¬ 
rowers  to  obtain  substantial  savings  in 
initial  investment  and  operating  costs 
through  interconnection,  joint  operation, 
and  more  efficient  generating  units. 

In  calendar  year  1958,  REA  approved 
loans  to  provide  214,000  kilowatts  of  ad¬ 
ditional  generating  capacity.  Installed 
capacity  stood  at  nearly  1.3  million  kilo¬ 
watts  on  January  1,  1959. 

During-  the  first  17  Ms  years  of  the  REA 
electric  program,  loans  provided  for  a 
generating  capacity  of  1,145,000  kilo¬ 
watts.  During  the  next  6  years — begin¬ 
ning  January  1,  1953 — loans  were  ap¬ 
proved  providing  for  an  additional  1,116,- 
000  kilowatts  of  generating  capacity. 
Generation  and  transmission  loans  have 
accounted  for  almost  31  percent  of  the 
total  loaned  for  rural  electrification  since 
January  1,  1953,  compared  with  19  per¬ 
cent  before  that  date.  Forty-three  per¬ 
cent  of  the  1958  loans  were  approved  for 
generation  and  transmission  facilities. 

During  the  past  6  years,  first  loans 
have  been  made  to  five  new  generation 
and  transmission  cooperatives.  In  ad¬ 
dition,  one  cooperative  has  successfully 
negotiated  with  AEC  for  construction  of  a 
nuclear  reactor  as  part  of  AEC’s  power 
demonstration  program,  and  20  borrow¬ 
ers  or  groups  of  borrowers  have  obtained 
access  permits  for  information  from 
AEC.  REA  itself  is  keeping  abreast  of 
nuclear  developments. 

FARMERS  PAY  LESS  FOR  ELECTRICITY 

The  average  price  of  power  paid  by 
rural  residential  consumers  has  dropped 
more  than  three-fourths  of  a  cent  per 
kilowatt-hour  since  1952.  This  is  due 
largely  to  the  increased  use  of  electricity. 
The  average  price  is  now  about  2.68  cents 
per  kilowatt-hour,  lowest  in  REA  history. 
The  wholesale  cost  to  REA  distribution 
borrowers  is  also  at  a  record  low — about 
8  percent  lower  than  in  1952. 

BETTER  TELEPHONES  AND  MORE  OF  THEM 

In  early  1953,  only  40  REA  telephone 
borrowers  had  cut  over  85  dial  central 
offices  to  bring  new  or  improved  service 
to  7,500  subscribers.  As  of  January  1, 
1959,  488  borrowers  had  cut  over  1,855 
new  dial  exchanges.  Loans  approved 
since  January  1,  1953,  will  benefit  about 
800,000  farm  families  and  other  rural 
subscribers.  Total  telephone  loans  to 
date  will  benefit  about  1,100,000  rural 
subscribers. 

BORROWERS  BUILD  FINANCIAL  STRENGTH 

Given  encouragement  toward  inde¬ 
pendence  and  self-reliance,  REA  borrow¬ 
ers  have  made  substantial  financial 
progress  since  1952.  Net  worth  of  elec¬ 
trification  boiTowers  has  more  than 
tripled,  increasing  from  $161  million  at 
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the  end  of  December  1952  to  $512  million 
on  December  31, 1958. 

During  the  6-year  period  January  1, 
1953,  to  January  1,  1959,  the  number  of 
electrification  borrowers  behind  in  their 
loan  payments  dropped  from  45  to  6.  In 
the  same  period,  the  balance  of  payments 
on  debt  made  in  advance  of  due  dates 
rose  from  $52.5  million  to  about  $139 
million.  In  the  much  newer  telephone 
program,  the  balance  of  advance  pay¬ 
ments  amounts  to  $1  million  and  all  but 
16  borrowers  are  current  or  ahead  of 
schedule  on  debt  payments. 

EFFICIENCY  BENEFITS  ALL 

REA  has  streamlined  its  procedures 
to  speed  processing  of  loans,  to  give  im¬ 
proved  service  to  borrowers,  and  to  re¬ 
duce  administrative  costs.  With  11  per¬ 
cent  fewer  employees  today  than  in  1952, 
REA  is  administering  much  bigger  elec¬ 
tric  and  telephone  programs.  Working 
with  industry,  REA  carries  on  constant 
research  to  hold  down  construction  costs 
and  to  improve  performance  and  service. 

PLANNING  FOR  FUTURE  GROWTH 

To  help  borrowers  keep  ahead  of  new 
power  demands,  REA  has  developed  new 
techniques  of  long-range  planning  for 
rural  electric  systems.  As  a  result,  bor¬ 
rowers  will  be  able  to  schedule  construc¬ 
tion  several  years  in  advance  and  to 
expand  at  minimum  cost.  New  telephone 
construction  also  is  being  planned  to 
meet  needs  over  an  extended  period. 

The  effect  of  this  bill  is  to  leave  the 
Rural  Electrification  Administration 
within  the  Department  of  Agriculture 
subject  to  the  general  supervision  and 
direction  of  the  Secretary  of  Agriculture 
except  that  the  Administrator  of  REA 
would  have  authority  to  approve  or  dis-  - 
approve  loans  without  the  supervision 
or  direction  of,  or  any  other  control  by, 
the  Secretary  of  Agriculture.  This  would 
be  an  administrative  monstrosity. 

The  hearings  on  this  bill  failed  to  pro¬ 
duce  any  evidence  that  the  Rural  Elec¬ 
trification  programs  were  being  inter¬ 
fered  with  by  the  Secretary  of  Agricul¬ 
ture  or  anyone  else  in  the  executive 
branch.  REA  Administrator  David  A. 
Hamil  has  testified : 

In  not  a  single  instance  has  Secretary 
Benson  or  Director  Scott  interfered  in  the 
discharge  of  my  responsibilities  as  Adminis¬ 
trator  of  REA.  I  make  the  loans. 

The  charge  has  been  made  that  the 
Eisenhower  administration  is  destroying 
REA.  The  REA-financed  systems  have 
never  been  in  stronger  position  than  they 
are  at  this  time.  Here  are  some  facts 
from  the  record: 

First.  The  greatest  progress  ever  dur¬ 
ing  the  last  6  years.  Loans  of  $1.2  bil¬ 
lion  were  made  during  this  period  com¬ 
pared  to  $2.6  billion  loaned  in  the  pre¬ 
vious  17V2  years  of  the  program. 

Second.  Power  sales  nearly  22  billion 
kilowatt-hours — double  sales  in  1952. 

Third.  Borrowers  delinquent  on  loans 
dropped  from  45  to  6 — systems  $139  mil¬ 
lion  ahead  on  payments. 

Fourth.  Net  worth  of  cooperative  bor¬ 
rowers  more  than  tripled.  REA  has 
come  of  age — it  has  matured. 

Fifth.  Over  95  percent  of  the  farms 
and  ranches  of  America  have  electric 
power. 


Sixth.  Seventy-five  percent  of  new 
customers  being  added  are  industrial 
and  nonfarm  residential  consumers. 

Seventh.  One-half  of  total  power  sales 
by  REA  system  is  for  nonfarm  use. 

Since  the  adoption  of  Reorganization 
Plan  No.  2  of  1939  the  Rural  Electrifica¬ 
tion  Administration  has  been  within  the 
Department  and  subject  to  the  general 
direction  and  supervision  of  the  Secre¬ 
tary  of  Agriculture.  The  purpose  of  this 
action  and  of  Reorganization  Plan  No.  2 
of  1953  was  to  centralize  in  the  Secre¬ 
tary  responsibility  for  effective  adminis¬ 
tration  of  all  programs  within  the  De¬ 
partment.  This  coordination  of  respon¬ 
sibility  and  authority  is  in  line  with  the 
sound  congressional  policy  of  vesting 
functions  directly  in  the  Department 
heads  so  that  they  can  be  held  account¬ 
able  for  the  performance  of  their 
agencies. 

For  about  20  years  REA  has  been  ef¬ 
fectively  accomplishing  its  purposes  un¬ 
der  the  general  supervision  and  direc¬ 
tion  of  the  Secretary  of  Agriculture. 
The  REA  programs  have  been  especially 
successful  during  the  past  6  years. 

During  the  hearings  on  Reorganiza¬ 
tion  Plan  No.  2  of  1953  Secretary  Ben¬ 
son  assured  the  committee  that  he  would 
make  no  major  changes  in  the  REA  or¬ 
ganization  without  consulting  with  the 
Congress  and  making  known  such  pro¬ 
posals  to  the  public  prior  to  their  be¬ 
coming  effective. 

Recently,  Secretary  Benson  said: 

I  have  made  no  major  change  in  the  REA 
organization  or  policies.  I  have  transferred 
no  functions  or  powers  from  REA.  I  have 
adhered  to  my  assurances  and  the  provisions 
of  Reorganization  Plan  No.  2  of  1953. 

[Prom  REA  Fact  Sheet,  Jan.  14,  1959] 
Electrification  Program 

FARMS  ELECTRIFIED 

Percent  of  U.S.  farms  electrified:  About 
96  percent. 

Number  of  consumers  served  by  REA  fin¬ 
ancing,  4,590,000. 

Percent  of  farms  among  REA  consumers: 
66.5  percent  in  1951;  58.2  percent  in  1955; 
55.9  percent  in  1958. 

Present  rate  of  growth  of  nonfarm  con¬ 
sumers  :  3  to  1  over  farm. 

BORROWERS 

Total  number  of  borrowers,  1,081. 

Active  borrowers,  985. 

Number  of  cooperative  borrowers  which 
have  repaid  loans  in  full  from  revenues,  8.1 

Loans  and  advances 
as  of  Dec.  31,  1958 

Million 

Loans  since  start  of  program  in  1935.  $3,  847 
Funds  advanced  since  start  of  pro¬ 


gram -  3, 255 

Total  unadvanced  funds _  592 


1  Henry  County  Rural  Electric  Membership 

Corporation,  New  Castle,  Ind.;  Gowrie  Rural 
Electric  Cooperative  Association,  Gowrie, 
Iowa;  Boone  County  Rural  Electric  Member¬ 
ship  Corporation,  Lebanon,  Ind.;  United 
Rural  Electric  Cooperative,  Kenton,  Ohio; 
Hendricks  County  Rural  Electric  Membership 
Corporation,  Danville,  Ind.;  Alcorn  County 
Electric  Power  Association,  Corinth,  Miss.; 
Noble  County  Rural  Electric  Membership 
Corporation,  Albion,  Ind.;  Logan  County 
Cooperative  Power  and  Light  Association, 
Bellefontaine,  Ohio. 


Electrification  loans,  1950-58 


Fiscal  year 

Gross  amount 

Amount  for 
generation  and 
transmission 

1950.. . 

$376, 199, 000 
221, 815, 500 
165, 758,  731 
164,972,662 
167, 104, 100 
167,  530, 430 
189, 804, 800 
300, 461, 514 
241, 636, 869 

$135,985, 195 
50,  608,  585 
62, 194, 979 
36, 713,  205 
31, 238, 480 
41,120,670 
61,251,939 
120, 143, 676 
86, 338, 132 

1951 . 

1952 . . . 

1953 . . . 

1954... . 

1955 . . 

1950.. . 

1957 . . . . 

1958 . . . 

Loans  and  advances  in  calendar  year  1958 

Loans - $213,  802,  000 

Funds  advanced _  203,  342,  000 

Repayments  as  of  Nov.  30,  1958 
Principal  repaid  since  start 

of  program - $579,  000,  000 

Interest  paid  since  start  of 

program - •___  $346,000,000 

Balance  paid  ahead  of  sched¬ 
ule - ... - $137,000,000 

Number  of  borrowers  delin¬ 
quent _  5 

Amount  in  arrears  over  30 

days -  $117,000 

Repayments  in  calendar. year  1958  (through 

Nov.  30) 

Million 

Principal  repaid _ > $72.  1 

Interest  paid _ _ _  39,  8 

Increase  in  balance  of  payments 
made  ahead  of  schedule,  Dec.  31, 
1956-Nov.  30,  1958___. . 193 

GROWTH  IN  USE  OF  POWER 

Sale  of  power  by  REA  systems  by  selected 
fiscal  years:  1  1945,  2.1  billion  kilowatt  hours; 
1950,  6.2  billion  kilowatt  hours;  1955,  14.5 
billion  kilowatt  hours;  1958,  20.7  billion  kilo¬ 
watt  hours. 

Input  of  power  in  1958,  23.7  billion  kilo¬ 
watt  hours. 

Anticipated  input  in  1963  (REA  estimate — 
current  year,  39  billion  kilowatt  hours. 

FINANCIAL  GROWTH 

Gross  revenues:  1952,  $321  million;  1958, 

2  $563  million. 

Net  margin:  1952,  $24.5  million;  1958, 

2  $73.3  million. 

Net  worth:  1952,  $161  million  (7.7  per¬ 
cent);  1958  2  $512  million  (16.4  percent). 

TELEPHONE  PROGRAM 

Number  of  telephone  borrowers:  Decem¬ 
ber  31,  1952,  231;  December  31,  1958,  638. 
Loans  and  advances  as  of  Dec.  31,  1958 
.  Million 

Loans  since  start  of  program  in  1949.  $526.  5 
Funds  advanced  since  start  of  pro¬ 


gram - ^ -  355.  4 

Funds  unadvanced _  171.  1 

Loans  and  advances  in  calendar  year  1958 

Million 

Loans _ $102.  9 

Funds  advanced _  88.  9 

Repayments  as  of  Nov.  30,  1958 
Principal  repaid  since  start  of 

program _ $8,  900,  000 

Interest  paid  since  start  of  pro¬ 
gram - $6,  800,  000 

Balance  paid  ahead  of  schedule.  $1,  000,  000 

No.  of  borrowers  delinquent _ _  18 

Amount  in  arrears _  $386,  000 


3  Net  sales  which  excludes  sales  from  one 
REA  borrower  to  another. 

2  Preliminary. 


1959 
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Growth  in  service  to  subscribers 


As  of 
Dec.  31, 
1954 

As  of 
Dec.  31, 
1956 

As  of 
June  30, 
1958 

Number  of  borrowers  re¬ 
porting _  _ 

Telephones  in  service _ • 

Subscribers  receiving — 

Service.  _ _ _ 

Initial  service _ _ 

176 

168,000 

157, 000 

402 

468,000 

432,000 
126,000 
300, 000 
272,  000 

556 

756,000 

694,000 

217,000 

538,000 

450,000 

Dial  service _ 

Initial  dial  service . 

Growth  in  revenues 


Number 

borrowers 

reporting 

Total  operat¬ 
ing  revenues 

For  12  months  ending — 

Dee.  31,  1954 . 

176 

$8, 162, 000 

Dec.  31,  1955 . . 

285 

16,  359, 000 

Dec.  31,  1956 . . 

40(5 

26,714,  000 

Dec.  31,  1957 . . 

515 

40,  835,  000 

June  30,  1958 _ _ 

556 

47,  996, 000 

Mr.  FASCELL.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gentle¬ 
man  from  Indiana  [Mr.  Denton], 

Mr.  DENTON.  Mr.  Chairman,  during 
a  colloquy  with  the  gentleman  from 
Illinois  [Mr.  Allen],  yesterday,  I  dis¬ 
cussed  the  application  of  the  Indiana 
REA’s  for  an  REA  loan  to  construct  a 
powerplant  at  Petersburg,  Ind.,  and 
I  would  like  to  add  to  that  statement,  as 
I  believe  the  situation  in  Indiana  shows 
the  necessity  for  this  legislation. 

It  has  been  said  that  no  application 
has  been  turned  down  because  of  the 
order  of  1957  giving  to  the  Secretary  of 
Agriculture  the  power  to  review  appli¬ 
cations  for  REA  loans  exceeding  $500,000. 
While  it  is  true  that  the  Indiana  appli¬ 
cation  has  not  been  actually  turned 
down,  nevertheless  it  was  filed  in  1957 
and  no  action  has  been  taken  on  it.  It 
is  just  the  difference  between  saying 
“You  can’t  have  the  money”  and  not 
giving  it  to  you. 

It  has  also  been  said  that  the  Indiana 
application  has  been  withdrawn.  This 
is  what  actually  happened.  Nine  Indi¬ 
ana  REA’s  made  aplication  for  this  loan 
to  build  the  powerplant.  Since  that 
time,  .  seven  additional  REA’s  have 
sought  to  join  in  this  application,  and 
the  application  has  been  withdrawn,  as 
everyone  in  the  REA  knows,  to  be  refiled 
with  16  applicants  instead  of  the  orig¬ 
inal  nine. 

When  the  REA  was  established,  it  was 
an  independent  agency.  By  giving  the 
Administrator  a  long  term  of  office  of  10 
years,  it  was  the  intent  of  Congress  that 
he  would  be  free  from  political  influence. 
You  will  notice  that  his  position  was 
very  different  from  that  of  the  Secre¬ 
tary  of  Agriculture,  who  is  a  political 
appointee  and  whose  term  of  office 
would  naturally  expire  with  a  change  of 
administration. 

Since  the  inception  of  the  REA,  the 
Administrator  has  had  the  authority  to 
approve  all  loans.  Claude  Wickard  had 
such  authority,  as  did  David  Hamil  until 
the  order  of  1957,  which  gave  the  Secre¬ 
tary  of  Agriculture  the  power  to  review 
applications  for  loans  over  $500,000.  If 
the  Secretary  of  Agriculture  already  had 
this  power,  why  was  it  necessary  to  issue 
this  order?  If  we  concede  that  the  Re¬ 
organization  Plan  No.  2  of  1953  gave  the 


Secretary  of  Agriculture  this  power,  he 
had  never  exercised  it.  Furthermore, 
when  the  Senate  Government  Operations 
Committee  was  considering  Reorganiza¬ 
tion  Plan  No.  2  of  1953,  the  committee 
was  fearful  that  the  Secretary  of  Agri¬ 
culture,  rather  than  the  REA  Adminis¬ 
trator  would  approve  these  loans;  how¬ 
ever,  Secretary  Benson  assured  them 
that  no  change  would  be  made  in  the 
REA  procedure,  unless  and  until  both 
of  the  interested  committees  in  Congress 
were  given  knowledge  of  this  fact. 

As  we  know,  however,  Secretary  Ben¬ 
son  did  change  that  procedure,  but  has 
yet  to  give  the  interested  committees 
notice.  The  manner  in  which  the  In¬ 
diana  REA’s  application  for  loan  was 
handled  demonstrates  the  need  for 
remedial  legislation.  As  I  pointed  out  in 
my  colloquy  with  the  gentleman  from 
Illinois,  the  REA  Administrator,  Mr. 
Hamil,  was  processing  the  application  of 
the  Indiana  REA’s  for  a  loan  to  build 
the  powerplant  at  Petersburg,  Ind.,  in 
the  regular  manner,  when  political  in¬ 
fluence  entered  the  picture. 

The  Public  Service  Commission  of 
Indiana,  which  passes  on  many  phases  of 
the  REA’s  activities,  at  the  request  of 
the  Governor  of  Indiana,  lobbied  against 
this  application.  Public  service  com¬ 
mission  officials  conferred  with  Secre¬ 
tary  Benson  and  Mr.  Hamil.  After  that 
meeting,  conference  was  held  at  the 
White  House  presided  over  by  Sherman 
Adams,  and  immediately  following,  Sec¬ 
retary  Benson  issued  the  order  giving 
himself  the  power  to  review  loan  appli¬ 
cations  over  $500,000  and  set  up  a  pro¬ 
cedure  in  his  own  department  to  place 
this  authority  under  one  of  his  assist¬ 
ants.  As  a  result  of  that  action,  the  loan 
application  of  the  Indiana  REA’s  has  not 
been  approved. 

At  every  crossroads  in  the  State  of  In¬ 
diana  during  the  last  political  campaign, 
my  party  charged  that  political  consid¬ 
eration  prevented  this  loan  from  being 
approved,  and  I  never  heard  this  charge 
denied.  In  fact,  toward  the  end  of  the 
campaign,  the  opposition  apparently 
came  over  to  our  side  and  indicated  that 
they  thought  this  loan  of  the  Indiana 
REA’s  should  be  approved.  It  would  be 
difficult  to  convince  the  users  of  REA 
electricity  in  Indiana  that  this  loan  was 
not  denied  because  of  political  consid¬ 
erations. 

Approval  of  this  loan  would  have  been 
very  beneficial  to  the  State  of  Indiana 
for  several  reasons :  First,  it  would  have 
enabled  the  users  of  REA  electricity  to 
receive  cheaper  electric  rates;  and 
second,  since  this  plant  would  have  been 
built  in  the  district  I  represent  at  Peters¬ 
burg,  Ind.,  in  the  coalfields  where  there 
is  much  unemployment,  it  would  have 
brought  about  greater  employment  both 
at  this  plant,  and  in  the  coalfields  which 
would  supply  coal  to  the  plant.  In  ad¬ 
dition,  construction  of  this  plant  would 
bring  other  industries  into  the  district, 
such  as  an  aluminum  plant,  which  was 
proposed  at  the  time  the  Indiana  REA 
applied  for  a  loan  to  build  the  Petersburg 
plant. 

I  have  a  personal  reason  for  wanting 
to  see  this  legislation  enacted,  because 
I  do  not  believe  that  this  loan  will  ever 
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be  approved  if  Secretary  Benson  has  the 
right  and  power  to  pass  on  these  loans. 
Also,  this  same  thing  might  happen  in 
your  State — in  the  district  you  repre¬ 
sent. 

The  example  of  the  Indiana  REA  il¬ 
lustrates  strongly  that  we  should  return 
to  the  original  intent  of  the  law,  that 
these  loans  should  be  processed  by  the 
REA  Administrator  who  will  not  be  sub¬ 
ject  to  the  same  political  pressure  as 
might  be  brought  to  bear  on  the  Secre¬ 
tary  of  Agriculture. 

(Mr.  DENTON  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  FASCELL.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gen¬ 
tleman  from  South  Dakota  [Mr.  Mc¬ 
Govern]. 

(Mr.  McGOVERN  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  McGOVERN.  Mr.  Chairman,  I 
have  long  believed  that  the  Federal  rural 
electrification  program  which  has  been 
operating  since  1936  is  the  finest  possible 
example  of  grassroots  democracy.  No 
one  can  fully  evaluate  the  tremendous 
contribution  that  rural  electricity  has 
made  to  the  development  of  our  Nation. 

The  blessings  of  REA  to  the  farm 
families  of  America  are  realized  in  the 
form  of  electric  lights,  refrigeration, 
washing  machines,  telephones,  and  power 
equipment  such  as  milking  machines 
feed  grinders,  pumps,  and  numerous 
other  labor-saving  devices.  Every  main- 
street  in  a  rural  area  as  well  as  the  fac¬ 
tories  of  the  Nation  have  felt  the  stim¬ 
ulus  of  millions  of  dollars  of  farm  pur¬ 
chases  of  appliances,  machinery,  and 
equipment  for  REA  users. 

The  program  has  been  an  inspiring 
experience  in  democratic  living  as  farm¬ 
ers  have  joined  together  to  form  REA 
cooperatives  which  they  have  managed 
and  directed  with  great  skill.  REA 
loans  have  been  repaid  to  the  Treas¬ 
ury  ahead  of  schedule  and  in  spite  of 
the  low  2-percent  interest  rate,  the  Gov¬ 
ernment  has  shown  a  net  profit  of  mil¬ 
lions  of  dollars  during  the  near  quarter 
of  a  century  that  the  program  has 
operated. 

Up  until  1953,  the  REA  Administrator, 
presumably  the  man  best  equipped  for 
such  functions,  had  full  authority  to 
pass  on  REA  loan  applications.  Since 
that  time,  under  Government  Reorgani¬ 
zation  Plan  No.  2,  the  Administrator’s 
loan-making  authority  has  been  given 
over  to  the  Secretary  of  Agriculture  for 
those  loans  in  excess  of  $500,000. 

The  legislation  now  before  us  would 
restore  full  loan-making  authority  to  the 
REA  Administrator.  This  legislation, 
known  as  the  Humphrey-Price  bill,  be¬ 
cause  of  its  sponsorship  by  the  distin¬ 
guished  Senator  from  Minnesota  and 
our  able  colleague,  the  gentleman  from 
Illinois  [Mr.  Price],  seemed  so  essential 
to  me  that  I  introduced  similar  legisla¬ 
tion — H.R.  3029 — early  in  this  session 
and  testified  in  its  support  before  the 
House  Government  Operations  Com¬ 
mittee. 

It  is  my  strong  conviction  that  the  fu¬ 
ture  growth  and  integrity  of  rural  elec- 
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trification  rests  considerably  upon  our 
approval  of  this  legislation. 

As  matters  now  stand,  the  REA  Ad¬ 
ministrator  has  been  stripped  of  his  most 
important  function.  The  careful  inves¬ 
tigation  and  approval  or  disapproval  of 
loans  requested  by  rural  electric  groups 
is  the  major  responsibility  of  the  Admin¬ 
istrator.  When  he  is  deprived  of  this 
authority  and  his  functions  are  trans¬ 
ferred  to  the  Secretary  of  Agriculture, 
the  dignity  of  REA  and  the  authority  of 
its  Administrator  to  make  loans  based  on 
nonpolitical  considerations  are  jeopard¬ 
ized. 

It  has  always  been  the  intent  of  Con¬ 
gress  that  REA  loans  are  to  be  made  pro¬ 
vided  they  meet  proper  feasibility  cri¬ 
teria.  Political  considerations  or  per¬ 
sonal  inclinations  have  no  place  in  this 
decision. 

Why,  then,  should  the  Administrator 
best  equipped  to  pass  on  the  technical 
characteristics  of  a  loan  request  have 
his  judgment  overruled  by  another  of¬ 
ficial?  The  REA  Administrator  has  a 
competent  technical  staff  that  has  al¬ 
ready  investigated  the  merits  of  a  loan 
application  before  it  is  sent  on  to  the 
Secretary  of  Agriculture  for  review. 
What  kind  of  a  review  is  then  made  by 
the  Secretary?  Is  it  another  technical 
review?  If  so,  is  not  this  a  case  of  waste¬ 
ful  duplication  of  effort.  If  it  is  not  a 
technical  review,  can  it  be  a  political  test 
or  some  other  hurdle  based  on  the  per¬ 
sonal  philosophy  or  prejudices  of  the 
Secretary  of  Agriculture?  If  so,  the 
quicker  we  stop  this  practice,  the  better 
it  will  be  for  the  rural  electric  users  of  the 
country. 

Although  I  have  a  particular  lack  of 
confidence  in  the  present  Secretary  of 
Agriculture  and  the  present  administra¬ 
tion’s  attitude  toward  REA,  I  would  not 
want  any  Secretary  of  Agriculture,  Dem¬ 
ocratic  or  Republican,  duplicating  the 
functions  of  the  REA  Administrator  or 
overruling  his  judgment  on  loan  de¬ 
cisions. 

On  the  other  hand,  I  see  nothing  to  be 
gained  and  much  that  could  be  lost  in 
the  more  extreme  proposals  that  have 
been  made  to  set  up  a  completely  sepa¬ 
rate  Rural  Electrification  Administration 
independent  of  the  Department  of  Agri¬ 
culture. 

If  we  pass  the  legislation  before  us  to 
restore  the  loanmaking  authority  of 
the  REA  Administrator,  REA  can  con¬ 
tinue  to  benefit  from  its  relationship  to 
the  Department  of  Agriculture  more 
than  it  would  from  a  completely  inde¬ 
pendent  status  as  a  new  agency. 

As  an  independent  agency  it  would  lose 
the  present  benefit  of  a  Cabinet  level 
spokesman  in  the  fight  for  appropria¬ 
tions.  Furthermore,  the  congressional 
committees  now  handling  REA  matters 
have  had  long  experience  with  the  pro¬ 
gram.  This  does  not  mean  that  a  new 
set  of  committees  would  be  hostile,  but  a 
continuation  of  the  present  committee 
responsibility  leaves  rural  electric  lead¬ 
ers  and  members  with  a  more  certain 
knowledge  as  to  where  they  stand  with 
the  Congress.  Finally,  why  should  we 
add  further  to  the  maze  of  Federal  agen¬ 
cies  by  creating  yet  another  new  one 
when  historical  experience  demonstrates 
that  the  existing  operation  can  be  made 


fully  effective  through  the  moderate  pro¬ 
posal  contained  in  the  Humphrey-Price 
legislation? 

I  strongly  urge  the  Congress  to  act  fa¬ 
vorably  on  this  legislation  by  restoring 
the  loanmaking  authority  of  the  REA 
Administrator. 

Mr.  BROWN  of  Ohio.  Mr.  Chairman, 
I  ask  unanimous  consent  that  all  Mem¬ 
bers  have  the  privilege  of  extending  their 
remarks  at  this  point  or  in  the  Appendix 
of  the  Record  on  this  bill. 

Mr.  FASCELL.  I  will  make  a  request 
when  we  get  back  into  the  House  that 
Members  may  extend  their  remarks  in 
the  proceedings  on  the  bill,  but  I  have 
already  agreed  to  yield  to  Members  at 
this  point. 

The  CHAIRMAN.  The  request  is 
withdrawn. 

Mr.  FASCELL.  Mr.  Chairman,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  Missouri  [Mr. 
Brown!. 

Mr.  BROWN  of  Missouri.  Mi’.  Chair¬ 
man,  I  appreciate  the  courtesy  of  the 
committee  in  allowing  me  to  make  some 
remarks  about  this  bill. 

I  want  to  congratulate  the  distin¬ 
guished  chairman  of  this  committee  for 
this  constructive  measure. 

I  enthusiastically  support  this  bill.  I 
feel  very  deeply  that  any  board,  agency, 
or  administrator  in  Government  charged 
with  the  responsibility  of  making  loans 
should  be  free  and  independent  of  poli¬ 
tical  control  or  veto  by  a  Cabinet  mem¬ 
ber.  Congressional  appropriation  power 
and  congressional  legislative  power  are 
sufficient  political  supervision  and  policy 
control. 

To  subject  loans  to  political  approval 
by  a  Cabinet  member  is  to  invite  abuse. 
A  Cabinet  member  is  a  political  ap¬ 
pointee,  whose  term  of  office  is  concur¬ 
rent  with  and  dependent  on  the  Presi¬ 
dent’s  tenure.  In  a  given  4-year  period, 
you  might  get  one  who  is  completely  out 
of  sympathy  with  the  agency’s  purpose 
and  operation.  If  so,  he  could  scuttle  or 
strangle  it  by  disapproving  loans  unjusti¬ 
fiably. 

Conversely,  the  Cabinet  member  in  an¬ 
other  period  could  be  overzealous  and 
want  to  extend  the  agency’s  functions 
far  afield  from  the  original  purpose;  and 
he  might  approve  excessive  loans  un¬ 
justifiably. 

Or,  through  prejudice  and  favoritism, 
the  Cabinet  member  could  grant  some 
loans  and  deny  others,  and  thereby  abuse 
his  authority. 

As  a  matter  of  principle,  it  is  a  mistake 
to  superimpose  a  Cabinet  member  or  a 
combination  of  Cabinet  members  over 
and  above  any  loan-making  agency. 

And,  Mr.  Chairman,  I  submit  that  I  am 
not  alqpe  in  that  belief.  Last  year,  the 
Small  Business  Committee  of  the 
House — of  which  I  am  a  member — held 
extensive  hearings  on  equity  capital  and 
long-term  loans  for  small  business. 

In  April,  we  were  in  the  process  of 
formulating  a  bill  to  submit  to  Congress 
creating  capital  banks,  and  we  were  get¬ 
ting  the  counsel  of  the  members  of  the 
Board  of  Governors  of  the  Federal  Re¬ 
serve.  One  of  the  bills  provided  an  ex 
officio  loan  policy  committee  at  the  top 
of  the  organization  structure,  a  commit- 
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tee  comprised  of  the  Secretary  of  the 
Treasury  and  the  Secretary  of  Commerce 
as  two  of  three  members. 

Gov.  James  K.  Vardemann  opposed 
this  idea  vehemently,  stating  in  part — • 
and  I  quote  the  printed  transcript  of  the 
hearings : 

The  biggest  objection-to  them — 

Meaning  the  Secretary  of  the  Treas¬ 
ury  and  the  Secretary  of  Commerce — 
is  that  they  are  partisan  national  political 
creatures.  They  are  appointed  by  the  Presi¬ 
dent,  as  his  Cabinet,  and  as  such  they  are 
going  to  follow  the  party  line  as  dictated  by 
the  President. 

Governor  Vardemann  pleaded  for  an 
independent  policy  board,  subject  only 
to  congressional  appropriation  control; 
and,  quoting  the  governor  further  in  the 
hearings : 

Once  you  put  the  men  on  this  Board,  they 
should  be  free  of  political  and  economic 
domination  from  any  individual  group,  or 
party  or  anybody  else  during  their  term  of 
office. 

It  has  been  said  that  an  administrator 
is,  in  fact,  a  ‘political  appointee  of  the 
President  approved  by  the  Senate.  But 
oh — there  is  a  big  difference — the  inde¬ 
pendence  of  tenure.  The  REA  Adminis¬ 
trator  serves  for  10  years.  He  will  serve 
under  at  least  two  Presidents.  His  ten¬ 
ure  makes  him,  at  least,  a  semipolitical 
appointee  with  indisputable  independ¬ 
ence,  if  he’s  half  a  man. 

The  REA  is  a  Federal  lending  agency. 
It  exists  for  the  express  purpose  of  mak¬ 
ing  loans  to  further  rural  electrification. 
The  approval  of  those  loans  is  the  func¬ 
tion  of  the  REA  Administrator  and  his 
large  and  capable  staff.  The  decision  as 
to  whether  or  not  a  loan  should  be  made 
is  supposed  to  depend  on  the  merits  of 
each  case.  If  a  loan  applicant  qualifies 
for  a  loan,  and  if  the  REA  Administra¬ 
tor  finds  the  loan  is  feasible  from  an  eco¬ 
nomic  and  engineering  standpoint,  that 
loan  is  supposed  to  be  in  order.  The  loan 
is  not  supposed  to  pass  any  sort  of  politi¬ 
cal  or  philosophical  test  imposed  by  any 
member  of  the  President’s  Cabinet.  The 
people’s  Congress  can  apply  ample 
philosophical  and  policy  control. 

Yet  we  find  that  without  the  knowl¬ 
edge  of  Congress,  the  Secretary  of  Agri¬ 
culture  directed  that  applications  for 
loans  over  $500,000  be  sent  over  to  his  of¬ 
fice  for  approval.  This  gave  the  Secre¬ 
tary  a  veto  power  over  some  80  percent 
of  the  loans,  dollarwise,  made  by  the 
REA  last  year. 

Now  I  don’t  know  whether  the  present 
Secretary  of  Agriculture  has  exercised 
or  abused  this  authority.  I  suggest  that 
we  could  just  concede  that  the  present 
Secretary — Mr.  Benson — is  as  perfect  as 
he  says  he  is,  that  his  intentions  are  as 
pure  as  the  driven  snow.  But  what  about 
the  next  Secretary  or  the  one  after  that? 

No  Secretary  of  Agriculture  should 
have  review  authority  or  veto  power  over 
any  REA  loan,  $5,000  or  $500,000.  And, 
I  suggest  that  some  of  the  people  who 
so  strongly  favor  this  setup  while  they 
have  their  Secretary  will  be  sick  of  it 
when  they  lose  their  Secretary.  This 
authority  lodged  in  a  political  appointee 
casts  a  political  shadow  over  the  REA 
procedure  where  there  was  none  befoi’e. 
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I  think  this  bill  will  eliminate  that 
shadow.  I  think  it  will  restore  the  faith 
of  rural  people  in  the  loan  procedures  of 
the  Rural  Electrification  Administration. 
I  think  it  will  restore  the  independent, 
nonpartisan  stature  which  REA  must 
have  if  it  is  to  fulfill  its  original  purpose. 

Mr.  Chairman,  I  am  proud  to  support 
this  measure  and  I  sincerely  hope  it  will 
receive  the  favorable  consideration  of 
this  committee  and  the  Congress. 

Mr.  FASCELL.  Mr.  Chairman,  I 
yield  such  time  as  he  may  consume  to  the 
gentleman  from  California  [Mr.  Roose¬ 
velt]. 

Mr.  ROOSEVELT.  Mr.  Chairman, 
the  words  of  the  majority  leader,  Mr. 
McCormack,  and  the  other  able  Members 
who  have  spoken  in  support  of  this  bill 
clearly  prove  its  justification  and  need. 

Mr.  Chairman,  there  are  many  valid 
and  practical  reasons  for  the  enactment 
of  H.R.  1321.  I  merely  want  to  empha¬ 
size  two  of  these  many  reasons  for  I  be¬ 
lieve  they  are  at  the  heart  of  the  matter. 

First,  it  should  be  noted  that  Congress 
intended  that  the  REA  Administrator  ex¬ 
ercise  independence  of  judgment  far 
removed  from  political  or  partisan  con¬ 
siderations.  This  intent  has  not  been 
followed  since  1957  when  the  Secretary 
of  Agriculture  took  over  the  loanmaking 
authority  of  the  Administrator.  No  one 
has  really  been  successful  in  discovering 
the  standards  which  have  been  estab¬ 
lished  for  the  loan  review  setup. 

Second,  the  past  history  of  the  opera¬ 
tion  of  the  REA  does  not  warrant  the  in¬ 
terference  in  loanmaking  policy  by  the 
Secretary  of  Agriculture.  The  record 
shows  that  REA  functioned  efficiently 
and  successfully  from  1939  to  1957.  Dur¬ 
ing  this  period  REA  was  under  the  gen¬ 
eral7  supervision  and  direction  of  the 
Secretary  of  Agriculture,  but  the  REA 
Administrator  had  the  final  say-so  on 
loans.  This  concept  of  independence  of 
departmental  control  in  specified  mat¬ 
ters  is  practiced  by  other  Government 
agencies  such  as  the  Department  of 
Commerce,  to  cite  just  one  example. 

During  the  1939-1957  period,  we  saw 
great  advances  in  farm  electrification. 
Three  billion  dollars  in  sound  loans  have 
been  made,  with  $1  billion  already  paid 
back  to  the  Government.  H.R.  1321  pro¬ 
poses  to  restore  REA  to  the  position  it 
had  during  the  23  years  in  which  a 
successful  record  was  achieved.  I  hope 
this  legislation  will  be  overwhelmingly 
supported. 

Mr.  FASCELL.  Mr.  Chairman,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  Nebraska  [Mr. 
Brock]. 

Mr.  BROCK.  Mr.  Chairman,  I  rise 
in  support  of  the  pending  measure,  H.R. 
1321. 

I  am  not  a  johnny-come-lately  in 
the  REA  field.  I  have  had  the  honor 
and  privilege  of  consulting  with  the  late 
Senator  George  Norris,  Nebraska,  the 
father  of  the  REA,  when  this  program 
was  being  formulated  for  subsequent 
legislative  action.  During  the  ensuing- 
years,  it  has  been  my  further  privilege 
to  continuously  work  in  conjunction  with 
the  REA  representatives,  the  rural  pub¬ 
lic  power  people  throughout  the  country, 
as  well  as  serving  in  the  official  capacity 


as  president  of  my  own  public  power  dis¬ 
trict  for  14  years.  In  fact,  it  became 
necessary  for  me  to  x-esign  my  position 
as  vice  president  of  the  State  of  Ne¬ 
braska  REA  in  order  to  run  for  my  pres¬ 
ent  office  as  a  Representative  in  this 
body. 

Because  of  these  former  connections 
over  the  period  of  years,  in  which  the 
REA  was  developing  into  a  stable,  help¬ 
ful  and  necessary  agency,  the  future  of 
this  agency  gives  me  great  concern.  My 
personal  knowledge  of  its  needs  to  func¬ 
tion  properly  for  the  purpose  it  was 
created  prompts  my  remarks  on  this 
occasion.  It  is  also  my  knowledge  that 
the  REA  consumers  throughout  the 
United  States  want  the  membership  on 
both  sides  of  the  aisle  to  support  this 
measure. 

The  National  Rural  Electric  Coopera¬ 
tive  Association,  composed  of  the  mem¬ 
bership  of  similar  electric  cooperatives  in 
the  several  States,  including  my  State  of 
Nebraska,  has  taken  a  definite  position 
on  this  legislation.  Our  experience  in 
dealing  with  the  existing  authority  and 
control  of  REA,  within  the  jurisdiction 
of  the  Secretary  and  Department  of  Ag¬ 
riculture,  has  been  very  unsatisfactory. 
Ninety  percent  of  the  rural  electric  sys¬ 
tems  in  the  United  States  have  gone  on 
record  as  opposing  the  present  setup  of 
the  REA.  They  have  expressed  their 
views  in  convention  assembled  as  re¬ 
cently  as  February  of  this  year.  They 
resolved  to  ask  the  Congress  to  restore 
the  REA  to  the  status  of  an  independent 
agency,  the  status  which  was  the  original 
intent  and  purpose  of  the  Congress  when 
REA  first  came  into  being.  The  rural 
electric  systems,  who  are  the  borrowers 
from  REA,  have  no  confidence  in  the 
policies  of  the  Secretary  of  Agriculture 
and  are  unatlerably  opposed  to  his 
usurption  of  the  powers  previously 
granted  to  the  REA  Administrator. 

The  Speaker  himself,  when  addressing 
the  recent  annual  meeting  of  the  dele¬ 
gates  from  the  rural  electric  systems 
said: 

We  in  the  Congress  do  not  believe  that  this 
should  be  administered  by  any  Cabinet  offi¬ 
cer,  but  we  believe  it  should  be  administered 
by  an  Administrator  appointed  for  the  pur¬ 
pose  for  which  he  should  be,  and  one  whose 
vital  interest  is  in  this  program. 

Mr.  Chairman,  those  words  were  well 
chosen,  and  emphasizes  the  fact  that  the 
Secretary  of  Agriculture  is  not  only  out 
of  step  with  the  original  intent  and  pur¬ 
pose  of  the  Congress  when  it  created  the 
REA,  nor  has  he  at  any  time  exhibited 
even  a  sympathetic  interest  in  the  ex¬ 
panding  programs  of  the  REA,  which  has 
contributed  much  to  a  better  life  for  our 
stable  rural  citizens. 

The  Benson  order  of  May  or  June  1957, 
which  stripped  the  REA  Administrator 
of  the  loan  powers  he  previously  exer¬ 
cised  without  interference,  fits  into  a 
master  plan  that  has  for  its  objective  the 
ultimate  destruction  of  the  REA  pro¬ 
gram,  as  we  have  known  it  and  seen  it 
function  successfully  for  the  past  24 
years. 

Mr.  Chairman,  if  we  are  going  to  leg¬ 
islate  the  loan  authority  back  to  final 
jurisdiction  of  the  REA  Administrator, 
it  stands  to  reason  that  we  should  go  the 
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whole  cloth,  and  restore  the  agency  back 
to  its  original  independent  status. 

The  Speaker  also  stated  to  the  dele¬ 
gates: 

We  in  the  Congress  intend,  if  fighting  will 
do  the  job,  if  using  reason  and  good  common- 
sense  will  do  the  job,  to  keep  rural  electrifi¬ 
cation  on  the  track  it  has  been  running  for 
nearly  25  years. 

Mr.  Chairman,  this  appears  to  be  good 
sound  logic. 

Mr.  FASCELL.  Mr.  Chairman,  I  yield 
such  time  as  he  may  consume  to  the  gen¬ 
tleman  from  Alabama. 

Mr.  BROWN  of  Ohio.  Mr.  Chairman, 
just  a  moment.  The  minority  was  given 
to  understand  a  few  moments  ago,  upon 
inquiry  made  of  the  majority,  that  there 
would  only  be  one  speaker,  one  remain¬ 
ing  speaker  on  that  side,  and  for  that 
reason  we  yielded  back  the  remaining 
time  on  this  side.  I  just  wonder  how 
many  Members  are  going  to  make 
speeches  after  we  had  that  understand¬ 
ing. 

Mr.  FASCELL.  Mr.  Chairman,  our 
concluding  speaker  is  a  member  of  the 
committee,  and  we  have  two  more - 

Mr.  BROWN  of  Ohio.  I  know,  but  we 
had  what  I  thought  was  the  concluding 
speech  and  then  we  have  had  two  or 
three  speeches  here  already  after  agree¬ 
ment  was  made  that  there  would  be  one 
remaining  speaker  on  the  majority  side 
and  one  on  the  minority  side  when  with 
that  understanding  we  yielded  back  the 
time. 

Mr.  FASCELL.  I  am  sorry  the  gentle¬ 
man  misunderstood. 

Mr.  BROWN  of  Ohio.  Well,  the  rec¬ 
ord  speaks  for  itself. 

The  CHAIRMAN.  The  time  being 
used  now  is  the  time  of  the  gentleman 
from  Florida  since  the  time  of  the  gentle¬ 
man  from  Ohio  has  expired. 

Mr.  BROWN  of  Ohio.  Mr.  Chairman, 
I  understand  that  the  time  of  the  gentle¬ 
man  has  expired.  I  have  been  here  a 
long  time  and  I  understand  the  rules  of 
the  House,  I  may  say  to  the  Chair,  but 
I  also  understand  that  there  is  an  agree¬ 
ment  made  between  the  majority  lead¬ 
ership  in  control  of  this  bill  and  the 
minority  leadership  in  charge  of  this  bill 
that  there  was  only  one  remaining 
speaker  on  that  side,  and  since  that  time 
we  put  on  our  one  remaining  speaker, 
and  then  there  have  been  several  speak¬ 
ers  in  support  of  the  bill.  I  am  just  in¬ 
quiring  now,  how  many  more  speakers 
we  may  expect  to  hear  from  under  that 
previous  agreement.  I  would  just  like 
to  find  out  where  we  are. 

Mr.  FASCELL.  Mr.  Chairman,  I  yield 
the  balance  of  the  time  to  conclude  de¬ 
bate  to  the  gentleman  from  Iowa  [Mr. 
Smith]. 

(Mr.  SMITH  of  Iowa  asked  and  was 
given  permission  to  revise  and  extend 
his  remarks.) 

Mr.  PRICE.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  SMITH  of  Iowa.  I  yield. 

Mr.  PRICE.  With  the  permission  of 
the  gentleman  from  Iowa,  I  take  this 
time  to  set  the  record  straight  on  the 
comparative  amounts  of  funds  appro¬ 
priated  to  the  REA  in  recent  years,  since 
frequent  reference  has  been  made  to 
this  factor  in  the  debate  on  the  bill. 
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The  average  per  year  appropriations 
for  the  REA  during  the  period  of  1946  to 
1953  was  $281  million  a  year.  During 
the  term  as  REA  Administrator,  the 
gentleman  from  Minnesota  [Mr.  Nel¬ 
son],  who  has  just  addressed  the  House, 
the  average  per  year  appropriation  was 
$175  million  a  year. 

During  the  last  2  years,  1957  and  1958, 
the  average  per  year  appropriation  was 
$271  million.  This  would  indicate  a 
considerable  lead  during  the  period  from 
1946  to  1953. 

The  following  table  will  indicate  just 
the  amount  of  the  loans  approved: 
Gross  REA  electric  loans  since  World  War  II 
[In  millions] 

FISCAL  YEAR  AND  AMOUNT  APPROVED 

During  term  of  Claude  Wickard,  Adminis¬ 


trator: 

1946 _  $291 

1947- - - -  256 

1948  _  319 

1949  _  449 

1950  _ 376 

1951  _  222 

1952  - - - -  166 

1953 _  165 

Average  per  year -  281 

During  term  of  Ancher  Nelsen,  Adminis¬ 
trator  : 

1954. - 167 

1955 _ _  168 

1956  _ _ _  1" 

Average  per  year -  175 

During  term  of  David  Hamil,  Administrator : 

1957  _  301 

1958-- - 242 

Average  per  year -  271 


Mr.  SMITH  of  Iowa.  Mr.  Chairman, 
the  gentleman  from  Minnesota  [Mr. 
Nelsen]  has  made  a  very  fine  argument 
on  how  well  this  prpgram  worked  before 
the  secret  order  involved  was  issued  and 
before  the  famous  rendezvous  at  the 
White  House,  including  anti-REA  peo¬ 
ple,  Sherman  Adams,  and  the  Secretary’s 
representative,  Mr.  Scott.  It  is  a  fine 
presentation  of  how  well  it  worked  be¬ 
fore  that  time. 

He  has  also  rendered  a  service  in 
pointing  out  to  this  body  how  important 
it  is  that  these  programs  continue  to  ex¬ 
pand,  for  this  reason:  As  technology 
brings  forth  more  electrical  conveniences 
and  as  farmers  can,  they  want  to  add  to 
the  electrical  machines  used  on  the  farm. 
This  is  the  reason  we  must  continue  to 
expand  the  supply  of  electricity.  There 
is  also  a  great  benefit  resulting  to  those 
who  produce  and  merchandise  electrical 
equipment. 

He  also  makes  another  point  I  would 
like  to  discuss.  As  I  understand,  he  says 
that  the  Secretary  of  Agriculture  will 
still  be  able  to  render  harm  to  the  REA 
program,  even  if  this  bill  is  passed.  I 
submit  that  is  true.  But  we  cannot, 
until  1960,  cure  that  situation.  Congress 
cannot  change  the  Secretary  of  Agricul¬ 
ture — that  is  a  decision  for  the  voters  in 
1960.  In  the  interim  all  we  can  do  is 
whatever  can  be  done  by  passage  of  leg¬ 
islation.  That  is  the  reason  for  the  bill 
under  consideration. 

In  summarizing  the  arguments  on  the 
bill  under  consideration,  I  would  like  to 
say  that  it  is  in  essence  a  bill  to  outlaw 
the  use  of  a  concealed  weapon.  The 


concealed  weapon  in  this  case  is  the 
secret  oral  order  issued  by  the  Secretary 
of  Agriculture  in  1957  following  a  con¬ 
ference  of  anti-REA  people  at  the  White 
House.  The  weapon  even  changes  cali¬ 
ber  from  time  to  time.  One  time,  when 
the  Director  of  Agricultural  Services, 
Mr.  Scott,  came  before  the  committee, 
he  said  the  order  applied  to  all  loans  over 
$500,000.  The  next  time  it  was  on  all 
loans  over  a  million  dollars.  For  all  we 
know,  it  may  be  applicable  to  all  loans 
over  $1,000  today.  There  is  no  way  of 
knowing.  It  is  one  of  those  concealed 
weapons  that  is  so  difficult  to  control 
that  you  must  outlaw  it. 

The  arguments  used  on  this  floor  to 
oppose  this  bill  are  the  same  arguments 
used  by  defendants  being  prosecuted  for 
carrying  a  concealed  weapon.  The 
argument  in  both  cases  has  been,  “Why 
prosecute  me?  You  have  not  proved  that 
I  killed  anybody  yet.”  There  is  obvi¬ 
ously  a  greater  reason  involved  for  this 
secret  order  that  was  issued  than  what 
has.  generally  been  conceded  by  the  op¬ 
ponents  of  this  bill. 

I  point  to  page  40  of  the  hearings  and 
to  questions  asked  of  Mr.  Scott  by  myself 
and  others.  It  was  pointed  out  at  that 
time  that  through  this  order,  Mr.  Scott 
could  do  to  the  REA  program  the  same 
thing  he  did  to  the  watershed  program, 
wherein  he  instituted  a  policy  which 
said:  “You  cannot  receive  a  watershed 
loan  unless  you  can  prove  to  me  that  you 
cannot  get  the  loan  elsewhere.” 

Under  these  loans,  the  amount  of 
interest  cost  to  the  applicant  can  be 
important.  Under  the  order  in  the  wa¬ 
tershed  program,  you  had  to  get  a  loan 
elsewhere  if  you  could  regardless  of  the 
interest  cost.  That  same  policy  could  be 
instituted  here.  It  would  be  easy  to  do 
under  this  kind  of  order  if  it  is  allowed 
to  stand  and  would  be  consistent  with  the 
announced  plan  of  the  administration  to 
raise  interest  rates  on  REA  loans. 

The  gentleman  from  Ohio  [Mr. 
Brown]  and  others  have  said  that  there 
was  no  testimony  given  or  taken  that  the 
Secretary  of  Agriculture  has  ever  inter¬ 
fered  in  any  way  with  the  Director  of 
REA  in  making  these  loans.  The  gen¬ 
tlemen  from  Indiana  [Mr.  Denton  and 
Mr.  Wampler]  spoke  about  one  case  in 
Indiana.  Now  maybe  Mr.  Benson  was 
not  there  but  his  assistant,  Mr.  Scott, 
was  there  and  I  say  what  difference  does 
it  make  if  the  assistant  Mr.  Scott  is  there 
instead  of  Mr.  Benson  and  especially 
when  Sherman  Adams  was  there,  too? 
What  more  do  you  need  to  electrify  the 
rural  electric  communities  of  America 
and  cause  alarm  in  those  communities? 

Certainly  it  would,  and  it  did;  and  as 
a  result  there  appeared  all  of  these  items 
that  were  mentioned  in  the  various  farm 
journals  and  publications  of  the  country. 
REA  users  became  concerned  because 
administration  of  the  REA  program  had 
been  thrown  headlong  into  politics. 

I  think  I  should  point  out  also  that 
this  bill,  if  amended  as  proposed  by  the 
committee,  will  not  be  the  same  bill  that 
was  originally  introduced.  There  were 
some  objections  to  the  wording  of  the 
bill,  and  the  committee  is  proposing  to 
substitute  the  provisions  of  a  bill  I  hap- 


as  amended  should  meet  the  objections 
pened  to  introduce,  H.R.  5688.  The  bill 
heard  to  the  wording  of  H.R.  1321.  In 
considering  this  revised  bill,  I  say  you 
will  have  to  be  a  great  friend  indeed  of 
this  administration’s  high  interest  policy 
and  the  Secretary  of  Agriculture  to  vote 
against  this  bill. 

I  urge  you  to  vote  for  the  bill  for  the 
benefit  of  the  rural  electric  communi¬ 
ties  of  America  and  those  who  produce 
and  sell  and  repair  electric  appliances. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Iowa  has  expired;  all 
time  has  expired. 

The  Clerk  will  read. 

The  Clerk  read  as  follows: 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  section 
1  of  Reorganization  Plan  Numbered  2  of  1953 
shall  not  hereafter  apply  to  the  Rural  Elec¬ 
trification  Administration,  and  there  are 
hereby  transferred  to  the  Administrator  of 
the  Rural  Electrification  Administration  all 
functions  which  were  transferred  from  the 
Administrator  to  the  Secretary  of  Agricul¬ 
ture  by  such  reorganization  plan;  and  not¬ 
withstanding  the  provisions  of  section  5  of 
Reorganization  Plan  Numbered  2  of  1939,  or 
the  provisions  of  any  other  law,  any  action  of 
the  Administrator  of  the  Rural  Electrification 
Administration  with  respect  to  the  approval 
or  denial  of  loans  authorized  to  be  made 
under  the  provisions  of  the  Rural  Electrifi¬ 
cation  Act  of  1936,  as  amended,  shall  be  the 
sole  responsibility  of  the  Administrator. 

With  the  following  committee  amend¬ 
ment: 

Strike  out  all  after  the  enacting  clause 
and  insert  the  following:  “That  the  func¬ 
tions  and  activities  of  the  Rural  Electri¬ 
fication  Administration  and  the  Administra¬ 
tor  of  the  Rural  Electrification  Administra¬ 
tion  which  were  transferred  to  the  Depart¬ 
ment  of  Agriculture  and  to  the  Secretary  of 
Agriculture  by  Reorganization  Plan  No.  II  of 
1939  and  Reorganization  Plan  No.  2  of  1953 
are  hereby  transferred  to  the  Administrator 
of  the  Rural  Electrification  Administration, 
and  shall  be  exercised  and  administered 
within  the  Department  of  Agriculture  by 
such  Administrator  under  the  general  direc¬ 
tion  and  supervision  of  the  Secretary  of 
Agriculture;  except  that  insofar  as  such 
functions  relate  to  the  approval  or  disap¬ 
proval  of  loans  authorized  to  be  made  under 
the  Rural  Electrification  Act  of  1936,  as 
amended,  their  exercise  by  the  Adminis¬ 
trator  shall  not  be  subject  to  the  supervision 
or  direction  of,  or  to  any  other  control  by, 
the  Secretary  of  Agriculture.” 

Mr.  HOFFMAN  of  Michigan.  Mr. 
Chairman,  I  move  to  strike  out  the  last 
word. 

(Mr.  HOFFMAN  of  Michigan  asked 
and  was  given  permission  to  revise  and 
extend  his  remarks.) 

WILL  CONGRESSIONAL  FOLLY  AID  RUSSIA  TO  ES¬ 
TABLISH  COMMUNISM  THROUGHOUT  WORLD? - 

RUSSIA’S  PURPOSE 

Mr.  HOFFMAN  of  Michigan.  Mr. 
Chairman,  speaking  generally,  we  have 
acceped  the  theory  that  the  present  pur¬ 
pose  of  Russia  is  to  establish  commu¬ 
nism  throughout  the  world — destroy 
what  we  are  pleased  to  call  the  free 
world. 

We  assume  that  self-preservation  now 
demands  that  as  a  people  and  a  nation 
we  do  our  utmost  to  defeat  that  objec¬ 
tive.  We  likewise  seem  to  admit  that  as 
a  nation  we  are  so  weak  in  national  re- 
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sources,  in  economic  strength,  in  tech¬ 
nical  knowledge,  in  military  ability,  that 
we  are  dependent  upon  other  nations 
for  our  continued  existence. 

It  is  true  that,  since  the  adoption  of. 
the  Marshall  plan,  in  opposing  the 
spread  of  communism,  we  have,  through 
foreign  aid,  spent  some  $22,759  billion 
for  military  supplies  and  services; 
$34,516  billion  in  economic  and  technical 
aid  grants;  and  $14,277  billion  in  new 
credits  or  loans.  Apparently,  we  have 
accepted  as  our  duty  the  policy  of  mak¬ 
ing  loans  and  extending  financial  and 
technical  aid,  the  actual  value  of  which 
cannot  be  estimated. 

Surrendering  a  part  of  our  national 
independence,  of  the  control  of  our  own 
destiny,  we  became  a  part  of  the  United 
Nations  which  has  82  members;  we  be¬ 
came  a  part  of  a  military  alliance  with 
14  other  nations  when  we  became  a 
member  of  NATO;  we  are  now  bound 
in  a  common  bond  which  binds  us  to 
participate  in  every  war  in  which  any 
of  our  allies  may  become  x-ightfully  or 
wrongfully  involved. 

We  are  no  longer  the  masters  of  our 
destiny. 

We  are  no  longer  a  free  and  inde¬ 
pendent  nation. 

Economically  and  militarily,  we  are 
but  one  nation  of  a  group.  The  Con¬ 
gress  is  no  longer  the  sole  authority  to 
involve  us  in  war,  even  though  the  Con¬ 
stitution  so  provides. 

Our  material  resources,  including  as 
well  the  youth  of  our  land  and  our 
scientific  knowledge,  are  handcuffed  to 
the  decisions  of  those  in  control  in  other 
lands. 

Although  we  no  longer  have  the  abil¬ 
ity  to  abstain  from  war  or  to  formulate 
our  own  foreign  policy — those  in  control 
now  have  the  authority — it  is  still  our 
duty — one  imposed  by  the  necessity  of 
self-preservation — to  do  everything 
within  our  power  to  make  ourselves 
strong  and  competent  to  wage  success¬ 
ful  warfare  if  that  be  forced  upon  us. 

This  would  seem  to  lead  to  the  con¬ 
clusion  that  releasing  information  which 
would  give  aid  and  comfort  to  our  ene¬ 
mies  would  be  supreme  folly,  this  not¬ 
withstanding  the  theory  that,  ours  being 
a  people’s  Government,  the  people  are 
entitled  to  all  information  within  the 
possession  of  the  executive  departments, 
including  the  Department  of  National 
Defense. 

It  is  a  matter  of  common  knowledge 
that  not  only  has  the  Defense  Depart¬ 
ment  spent  billions  of  dollars,  employed 
the  country’s  topmost  scientists,  in  an 
effort  to  give  us  the  best  possible  offensive 
and  defensive  weapons  available,  but 
that  it  has  from  time  to  time  as  a  result 
of  its  research  work  devised  new  and 
more  efficient  offensive  and  defensive 
weapons,  discarding  the  old,  the  obso¬ 
lete,  devising  and  producing  the  new  and 
better. 

Progress  has  been  made  through  secret 
investigations  and  experiments,  through 
the  continuance  of  employment  of  those 
in  the  position  of  advanced  scientific 
knowledge.  It  is  acknowledged  that  most 
amazing  progress  has  been  made  because 
of  the  employment  of  those  with  special 
and  superior  knowledge,  because  of  ex¬ 


periments  which  have  been  carried  on 
through  the  observation  not  only  of  peo¬ 
ple  but  of  animals. 

Being  under  the  necessity,  if  we  are 
to  survive,  of  being  first  rather  than 
second  best  in  preparation  for  defense, 
it  necessarily  follows  that,  if  we  are  to 
win  over  our  competitors,  it  is  folly  to 
advise  them  of  each  progressive  success¬ 
ful  step  we  take.  In  the  press  a  few 
days  ago  there  appeared  a  statement  by 
General  Thomas  S.  Power,  the  Nation’s 
Strategic  Air  Commander,  advising  that 
he  had,  in  substance,  warned  the  Con¬ 
gress  that  it  was  risking  the  whole 
country  if  it  did  not  vote  more  money 
for  both  Atlas,  ICBM’s  and  atomic 
bombers  than  the  amount  requested  by 
President  Eisenhower. 

Then,  a  few  days  later,  we  heard  from 
General  Power’s  superior,  General 
Thomas  D.  White,  Air  Force  Chief  of 
Staff,  to  the  effect  that  we  were  pre¬ 
pared  and  apparently  General  Power  did 
not  know  all  on  the  subject  he  was  talk¬ 
ing  about.  It  leaves  us  all  somewhat 
confused  as  to  the  exact  situation. 

The  controvery  continues. 

This  morning  to  my  desk  came  a  let¬ 
ter  from  the  general  counsel  of  the  De¬ 
partment  of  Defense,  which  enclosed  a 
letter  dated  March  30,  1959,  written  to 
the  Secretary  of  Defense  by  Mr.  Moss, 
chairman  of  the  Subcommittee  on  Gov¬ 
ernment  Information  of  the  House  Gov¬ 
ernment  Operations  Committee,  and 
which  reads  as  follows : 

Congress  op  the  United  States, 

House  op  Representatives 
Special  Government  Information 
Subcommittee  op  the 
Committee  on  Government  Operations, 

Washington,  D.C.,  March  30, 1959. 
Hon.  Neil  H.  McElroy, 

Secretary  of  Defense,  Department  of  Defense, 
The  Pentagon,  Washington,  D.C. 

Dear  Mr.  Secretary:  The  House  Govern¬ 
ment  Information  Subcommittee  has  been 
informed  that  a  Department  of  Defense 
memorandum  dated  June  3,  1958  and  signed 
by  Assistant  Secretary  of  Defense  (Public 
Affairs)  Murray  Snyder  imposes  restrictions 
on  information  about  the  use  of  monkeys 
in  scientific  research  projects.  The  memo¬ 
randum  bears  the  military  security  classi¬ 
fication  “Confidential.” 

Executive  Order  10501  states  that  the 
classification  “Confidential”  is  authorized 
only  for  defense  information  or  material 
the  unauthorized  disclosure  of  which  could 
be  prejudicial  to  the  defense  interests  of  the 
Nation. 

In  December  1958  the  Dayton  Daily  News 
was  refused  information  about  the  use  of 
monkeys  in  scientific  research  projects  at 
the  Wright  Air  Development  Center.  Shortly 
thereafter  Mr.  Roy  Johnson,  Director  of  the 
Advanced  Research  Projects  Agency  admit¬ 
ted  during  questioning  at  a  press  conference 
that  “primates”  were  being  prepared  for 
use  in  satellite  research  projects. 

The  House  Government  Information  Sub¬ 
committee  would  appreciate  a  full  explana¬ 
tion  of  the  apparent  on-again-off -again 
secrecy  about  the  use  of  monkeys  in  research 
projects.  The  Subcommittee  will  appreciate 
a  specific  explanation  of  how  the  disclosure 
of  such  information  could  prejudice  “the 
defense  interests  of  the  Nation.” 

Sincerely, 

John  E.  Moss, 

Chairman. 

To  that  letter,  the  General  Counsel  of 
the  Department  of  Defense  replied  on 
April  10.  A  copy  of  that  letter  follows; 


General  Counsel  op  the 

Department  op  Defense, 
Washington,  D.C. ,  April  10,  1959. 
Hon.  John  E.  Moss, 

Chairman,  Special  Government  Information 
Subcommittee,  Committee  on  Govern¬ 
ment  Operations,  House  of  Representa¬ 
tives. 

Dear  Mr.  Chairman:  I  write  this  letter  at 
the  direction  of  the  Secretary  of  Defense  to 
reply  to  your  letter  of  March  30,  1959,  which 
related  to  the  handling  of  information  on 
use  of  animals  in  space  experiments.  Your 
letter  cited  a  classified  memorandum  signed 
by  the  Assistant  Secretary  of  Defense  for 
Public  Affairs,  and,  in  effect,  demanded  an 
explanation  of  how  any  information  con¬ 
cerning  the  use  of  animals  in  experiments 
could  come  under  the  provisions  of  the 
President’s  Executive  Order  10501,  which  re¬ 
quires  protection  of  information  the  publi¬ 
cation  of  which  “could  be  prejudicial  to  the 
defense  interests  of  the  Nation.” 

We  have  noted  the  news  articles  of  last 
Saturday  (April  4),  through  which,  con¬ 
temporaneously  with  sending  your  letter  to 
the  Secretary  of  Defense,  your  staff  made 
public  both  the  substance  of  your  inquiry 
and  your  committee’s  indicated  pre- 
judgment  that  care  to  avoid  offending  re¬ 
ligious  or  other  sensibilities  of  persons  at 
home  and  abroad,  concerning  Government 
experimentation  with  animals,  was  not  a 
Government  responsibility,  much  less  a  mat¬ 
ter  which  could  involve  defense  interests. 

It  is  regretted  that  you  did  not  follow 
the  customary  courteous  course  of  awaiting 
a  reply  to  your  letter  to  the  Secretary,  par¬ 
ticularly  since  you  knew  that  classified  in¬ 
formation  was  involved.  It  is  our  belief 
that  your  committee’s  actions  in  this  mat¬ 
ter  not  only  have  served  to  encourage  dis¬ 
respect  for  the  security  system,  but  that 
the  only  real  beneficiaries  can  be  the  Com¬ 
munist  propagandists  who  want  to  stir  up 
trouble  between  us  and  other  nations. 

The  memorandum  of  the  Assistant  Secre¬ 
tary  of  Defense  for  Public  Affairs  about 
which  you  asked  transmitted  classified  in¬ 
formation  which  had  been  received  from 
another  Government  agency  and,  accord¬ 
ingly,  was  appropriately  classified  under  Ex¬ 
ecutive  Order  10501.  The  originating  agency 
advises  us  that  the  basic  correspondence 
must  remain  classified.  It  can  therefore 
be  made  available  to  you  personally  only 
upon  assurance  that  the  security  classifi¬ 
cation  will  be  honored.  While  I  am  thus 
not  at  liberty  here  to  provide  you  with  the 
classified  attachments,  I  can  nevertheless 
now  give  you  the  complete  material  which 
was  contained  in  the  Assistant  Secretary’s 
memorandum.  That  memorandum  was  clas¬ 
sified  only  because  of  the  classified  attach¬ 
ments,  and  consisted  only  of  the  following 
two  paragraphs: 

“It  is  believed  that  attached  exchange  of 
correspondence  concerning  the  need  for  care 
in  this  matter  is  self-explanatory. 

“It  is  requested  that  you  alert  your  staffs 
and  other  personnel  concerned  to  the  need 
for  careful  handling  of  this  subject  in 
speeches,  articles,  pictures  and  other  ma¬ 
terial  originating  within  your  Military  Serv¬ 
ice,  intended  for  publication.” 

It  will  be  noted  that  Assistant  Secretary 
Snyder’s  memorandum  called  attention  to 
the  “need  for  care”  to  be  taken  in  connection 
with  the  subject  generally  but  did  not,  in 
any  way,  direct  suppression  of  information, 
as  you  implied  in  your  letter. 

From  your  letter  and  the  additional  in¬ 
formation  relating  to  your  committee  ap¬ 
pearing  in  the  newspapers,  it  appears  rea¬ 
sonably  clear  that  information  concerning 
classified  matters  has  been  disclosed  by  an 
employee  of  this  Department,  without  au¬ 
thority.  Accordingly,  it  is  requested  that 
you  furnish  to  the  Department  of  Defense 
all  pertinent  facts  concerning  the  acquisi¬ 
tion  of  information  on  this  matter  by  youi- 
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self  and  your  committee  staff,  including 
the  name  of  Department  employee  or  other 
source;  the  date  of  disclosure;  to  whom 
disclosure  was  made;  the  manner  of  dis¬ 
closure — whether  oral  or  in  writing — and 
any  other  relevant  facts.  I  am  sure  that  as 
a  Member  of  Congress  you  will  assist  in 
fulfilling  our  official  responsibility  for  up¬ 
holding  the  laws  concerning  national  se¬ 
curity.  Obviously,  if  unauthorized  dis¬ 
closures  are  to  go  unnoticed,  we  will  soon 
have  a  Government  of  men  and  not  of  laws. 
This  would  indeed,  be  the  road  to  anarchy. 

In  view  of  the  security  aspects  involved 
and  the  direct  foreign  relations  implica.- 
tions,  we  are  furnishing  copies  of  this  letter 
to  the  chairmen  and  senior  Minority  mem¬ 
bers  of  the  Armed  Services  Committees  and 
the  Foreign  Relations  and  Foreign  Affairs 
Committees  of  both  Houses  of  the  Con¬ 
gress. 

Sincerely  yours, 

Robert  Dechert. 

Attached  thereto  was  the  following: 
[From  the  Washington  Post  and  Times 
Herald,  Apr.  4,  1959] 

Space  Monkeys  Tagged  Secret — Moss  Asks 
Why 

The  military  was  reported  yesterday  to  be 
stamping  as  “confidential”  all  information 
about  space  monkeys.  Representative  John 
E.  Moss,  Democrat-Calif ornia,  is  asking: 
“Why?’1 

As  chairman  of  the  House  Government 
Information  Subcommittee,  Moss  wrote 
Secretary  of  Defense  Neil  McElroy: 

“The  subcommittee  will  appreciate  a  spe¬ 
cific  explanation  of  how  the  disclosure  of 
such  information  could  prejudice  the  de¬ 
fense  interests  of  the  Nation.” 

A  Defense  Department  spokesman  de¬ 
clined  comment. 

People  connected  with  the  Moss  group 
suspect  that  all  the  hush-hush  is  to  avoid 
offending  those  in  India  who  worship 
monkeys  or  those  at  home  who  complain 
of  inhumane  treatment  of  animals. 

According  to  Moss,  Assistant  Secretary  of 
Defense  Murray  Snyder  put  out  a  secret 
order.  No.  10501,  last  June  3,  stating  that  re¬ 
search  business  on  monkeys  is  for  defense 
information  only. 

The  following  December,  Moss  said  the 
Dayton  Daily  News  tried  unsuccessfully  to 
obtain  information  about  space  monkeys 
under  training  at  Wright  Air  Development 
Center. 

Shortly  after  that.  Moss  said,  Roy  John¬ 
son,  director  of  the  Advanced  Research  Proj¬ 
ects  Agency,  admitted  that  primates  were 
being  trained  for  use  in  satellite  projects. 

Similar  copies  went  to  the  chairman 
and  the  ranking  minority  member  of  the 
Senate  Foreign  Relations  Committee,  the 
House  Foreign  Affairs  Committee,  the 
Senate  Armed  Services  Committee  and 
the  House  Armed  Services  Committee. 

The  Department  apparently  considers 
the  matter  of  some  importance. 

It  does  seem  that  an  end  should  be 
made  to  the  controversy  which  exists  be¬ 
tween  the  committees  of  the  Congress 
and  the  executive  departments  as  to  the 
information  which  the  congressional 
committees  are  entitled  to  receive  from 
the  executive  departments. 

We  are  wasting  money,  sometimes  cre¬ 
ating  ill  feeling,  holding  what  apparently 
are  endless  investigations  and  hearings, 
and  all  of  which  take  the  time,  not  only 
of  the  Members  of  Congress  but,  of  far 
more  importance,  of  the  chief  officers  in 
the  executive  departments. 

Sometimes  I  wonder  how  it  is  possible, 
in  view  of  the  demands  for  information 
which  congressional  committees  are  con¬ 


tinually  making  upon  them,  for  those  in 
the  executive  departments  to  perform 
their  duties. 

In  the  press  statement  to  which  ref¬ 
erence  has  been  made  this  statement  is 
found: 

People  connected  with  the  Moss  group 
suspect  that  all  the  hush-hush  is  to  avoid 
offending  those  in  India  who  worship  mon¬ 
keys  or  those  at  home  who  complain  of  in¬ 
humane  treatment  of  animals. 

One  of  the  principal  objectives  of  our 
foreign  policy  is  to  obtain  and  retain  the 
good  will  of  other  nations,  the  people  of 
other  nations. 

The  House  Government  Information 
Subcommittee  has  three  members:  Mr. 
Moss,  who  is  chairman,  Congressman 
Fascell  from  Florida,  and  the  Repre¬ 
sentative  from  the  Fourth  Congressional 
District  of  Michigan.  So  far  as  I  know, 
it  has  four  professional  staff  members: 
Mr.  Samuel  J.  Archibald,  former  news¬ 
paper  reporter;  Mr.  John  J.  Mitchell, 
counsel;  Mr.  Paul  Southwick,  formerly 
with  UPI;  Mr.  Harry  S.  Weidberg;  and 
two  stenographers,  Mrs.  Helen  Beasley 
and  Mrs.  Catherine  Hartke. 

Inasmuch  as  Chairman  Moss  is  one  of 
the  outstanding  champions  of  the  peo¬ 
ple’s  right  to  know,  will  he  kindly  give 
us  the  names  of  those  who  “connected 
with  the  Moss  group  suspect  that  all  the 
hush-hush  is  to  avoid  offending  those  in 
India  who  worship  monkeys?”  Also 
advise  as  to  who  in  India  has  been  of¬ 
fended  or  who  has  suggested  that  he 
would  be  offended  by  the  use  of  monkeys. 

If  it  is  necessary  or  advisable  to  use 
monkeys  in  connection  with  these  or 
other  experiments,  was  it  one  of  the  pur¬ 
poses  of  this  press  release  to  prevent 
further  use  of  those  animals? 

When  and  from  what  source  did  the 
Moss  subcommittee  get  the  authority  to 
participate  in  religious  discussion,  to  in¬ 
ject  the  religious  issue? 

Mr.  WOLF.  Mr.  Chairman,  I  move  to 
strike  out  the  last  two  words. 

(Mr.  WOLF  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  WOLF.  Mr.  Chairman,  I  rise  in 
support  of  the  Humphrey-Price  REA 
bill  as  amended  by  the  committee.  This 
bill  has  the  same  intent  as  the  bill  which 
I  introduced. 

My  district  has  many  REA  co-ops 
with  thousands  of  electric  consumers  on 
the  farms  and  small  towns.  From  these 
obviously  worried  consumers  are  com¬ 
ing  a  large  number  of  letters  requesting 
my  support  of  this  legislation,  which  is 
indicative  of  the  feeling  that  a  change 
is  needed.  A  further  dramatic  demon- 
tration  was  given  to  me  on  a  very  icy 
night  in  December  1958  when  58  farmer- 
directors  representing  5  REA  co-ops', 
some  of  whom  traveled  up  to  120  miles 
to  meet  with  me  to  urge  my  support  of 
this  legislation.  Men  who  will  travel 
over  such  hazardous  road  conditions  ob¬ 
viously  feel  a  very  strong  dedication,  and 
for  these  reasons  I  take  the  floor  today 
to  support  the  Humphrey-Price  Bill.  To 
prove  that  this  is  not  a  partisan  position 
I  am  taking,  I  would  like  to  state  that 
the  majority  of  these  53  farmer-direc¬ 
tors  are  active  Republican  workers. 
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These  farmer-directors  were  not  will¬ 
ing  to  state  specifically  why  the  change 
is  needed  because  they  knew  that  any 
moneys  which  may  come  to  them  in  the 
future  would  have  to  come  from  this  or¬ 
ganization  and  they  did  not  want  to 
jeopardize  any  loan  request  needed  in 
the  future. 

It  seems  that  the  gentleman  from 
Ohio,  representing  the  minority  report, 
builds  his  whole  case  around  the  ques¬ 
tion  “Can  you  prove  that  the  Secretary 
of  Agriculture  has  interfered  in  the 
granting  of  a  loan?” 

It  is  unlikely  that  anyone  except  a  per¬ 
son  sitting  in  the  inner  circle  at  the  De¬ 
partment  of  Agriculture  would  be  in  a 
position  to  answer  this  question.  It  is 
impossible  to  know  what  shuffling  in  cri¬ 
teria  takes  place  as  loans  are  ruled  upon. 
Naturally,  Secretary  Benson  would  not 
give  out  this  information.  The  appli¬ 
cants  for  loans  to  whom  this  happened 
would  not  say  so,  because  it  would  jeop¬ 
ardize  their  chance  for  a  loan  in  the 
future. 

Further,  whether  or  not  the  REA  Ad¬ 
ministrator  has  recommended  loans  that 
have  been  refused  by  the  Secretary  of 
Agriculture  is  immaterial.  The  point 
is  that  the  REA  Administrator,  an  ac¬ 
countable  official  to  Congress,  should  not 
be  accountable  to  someone  who  has  no 
standing  except  as  a  political  appointee 
of  the  President. 

We  are  attempting  to  do  two  things 
with  the  pending  legislation.  First,  to 
restore  the  loan-making  function  to  the 
REA  Administrator  without  qualifica¬ 
tion  ;  and  second,  to  maintain  in  the  De¬ 
partment  of  Agriculture  for  centralized 
administrative  purposes  the  Rural  Elec¬ 
trification  Administration. 

A  bit  of  history  is  needed  in  order  to 
make  clear  the  change  for  which  we  are 
asking.  When  Mr.  Benson  testified 
about  Reorganization  Plan  No.  2  before 
the  Senate  Committee  on  Government 
Operations,  he  stated,  and  it  is  a  matter 
of  public  record,  that  if  there  were  any 
major  chang^n  the  administrative  es¬ 
tablishment  or  structure  of  REA  he  would 
tell  the  proper  committees  of  this  fact  in 
advance. 

Mr.  Chairman,  this  procedure  was  not 
followed  when  the  general  reorganiza¬ 
tion  of  the  Agriculture  Department  was 
made.  Consequently,  Congress  was  pre¬ 
sented  with  an  accomplished  fact  and 
there  was  nothing  that  Congress  could 
do  to  voice  its  opposition  except  to  fol¬ 
low  the  legislative  form.  We  are  all  well 
aware  of  the  fact  that  the  REA  has  been 
in  a  privileged  position  in  the  Depart¬ 
ment  of  Agriculture.  This  was  the  wish 
of  Congress.  The  proof  of  this  is  in  the 
fact  that  the  REA  Administrator  is  ap¬ 
pointed  for  10  years.  This  is  longer  than 
the  number  of  years  a  President  may 
serve  under  the  Constitution,  and  clearly 
longer  than  the  time  a  Cabinet  officer 
serves.  Without  question  it  is  longer 
than  the  time  most  political  appointees 
in  executive  departments  serve,  which 
clearly  points  up  the  wish  of  Congress 
to  keep  the  REA  Administrator  free  from 
political  pressures  of  either  party. 

Under  the  present  situation,  the  REA 
is  headed  by  an  Administrator,  ap¬ 
pointed  by  the  President  and  agreed  to 
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by  the  Senate,  who  is  under  the  thumb 
of  the  Secretary  of  Agriculture. 

It  is  obvious  that  under  the  present 
arrangement  the  REA  loses  its  identity 
and  becomes  just  another  one  of  many 
agencies  within  the  Department  of 
Agriculture.  When  the  responsibilities 
for  REA  policy  are  diffused  throughout 
a  number  of  offices  in  the  Department, 
the  historically  intended  purpose  of 
keeping  the  REA  as  an  important  seg¬ 
ment  of  our  farm  policy  is  defeated. 

You  may  ask  why  I  do  not  support  the 
bill  intended  to  give  the  REA  status  as 
an  independent  agency.  I  have  two 
reasons  for  not  supporting  such  a  bill  or 
amendment. 

The  first  is  that  the  REA  is  concerned 
for  the  most  part  with  problems  involv¬ 
ing  rural  America.  It  has  served  best 
when  it  had  preferred  status  and  was 
still  an  important  arm  in  the  Agricul¬ 
ture  Department.  I  do  not  think  that 
such  close  cooperation  could  exist  if  it 
operated  as  a  separate  agency. 

My  second  reason  is  an  economic  and 
administrative  one.  When  the  first 
Hoover  Commission  was  created  in 
1947,  there  were  65  independent  agen¬ 
cies,  many  of  them  working  at  cross¬ 
purposes.  The  Hoover  Commission  rec¬ 
ommended  the  elimination  of  a  great 
many  of  them.  The  number  has  now 
been  reduced  from  65  to  40.  This  is 
not  the  time  to  start  in  the  opposite 
direction  when  we  are  so  interested  in 
avoiding  added  bureaucracy  and  waste 
in  Government. 

Mr.  BROWN  of  Ohio.  Mr.  Chairman, 
I  move  to  strike  out  the  last  word. 

Mr.  Chairman,  I  simply  want  to  read 
from  the  record  for  the  benefit  of  the 
committee  and  for  the  benefit  of  the 
gentleman  from  Iowa  [Mr.  Wolf],  on 
page  16  of  the  hearings,,  in  which  I 
asked  the  gentleman  from  Iowa,  after 
he  testified,  this  question. 

Mr.  Brown.  The  only  question  I  have  is 
whether  or  not  the  gentleman — . 

That  means  Mr.  Wolf,  of  course — 
knows  of  any  case  where  the  Secretary  of 
Agriculture  has  turned  down  or  rejected  any 
loan  recommended  by  the  Administrator. 

Mr.  Wolf.  How  soon  will  you  make  the 
decision  on  this? 

Chairman  Dawson.  It  won’t  be  today. 

Mr.  Wolf.  I  will  gather  that  information 
and  submit  it  to  the  committee  to  be  a  part 
of  my  report. 

Mr.  Brown.  Very  well.  I  would  like  to 
have  it  authenticated  and  documented. 
There  has  been  no  testimony  on  that  so  far. 

Mr.  Wolf.  I  will  get  it  back  to  your  sub¬ 
committee  this  afternoon. 

Later  on  in  the  report  there  was  a  let¬ 
ter  filed,  addressed  to  Mr.  Dawson, 
chairman  of  the  committee,  by  Mr. 
Wolf,  in  which  he  says: 

My  answer — 

Referring  to  the  answer  to  my  ques¬ 
tion — 

is  that  it  is  unlikely  that  anyone  except  a 
person  sitting  in  the  inner  circle  at  the  De¬ 
partment  of  Agriculture  would  be  in  a  posi¬ 
tion  to  answer  this  question. 

To  wit,  the  question  as  to  whether  or 
not  he  personally  knew  or  could  docu¬ 
ment  or  could  produce  any  evidence  of 
any  case  where  a  loan  had  been  rejected. 


So,  evidently  the  gentleman  does  not 
know  of  any  such  loan  having  been  re¬ 
jected  or  refused  as  the  result  of  the  re¬ 
view  by  the  Secretary  of  Agriculture. 

Mr.  MORRIS  of  Oklahoma.  Mr. 
Chairman,  I  move  to  strike  out  the  last 
word. 

(Mr.  MORRIS  of  Oklahoma  asked 
and  was  given  permission  to  revise  and 
extend  his  remarks.) 

Mr.  MORRIS  of  Oklahoma.  Mr. 
Chairman,  it  seems  to  me  that  the  only 
question  we  should  ask  ourselves  is 
whether  or  not  this  is  good  and  valid 
legislation.  If  it  is  we  should  pass  it.  I 
certainly  think  it  is. 

I  don’t  know  that  it  is  but  it  may  be 
true  that  the  motive  behind  it,  or  a  par¬ 
tial  motive  behind  it,  is  .because  of  a 
fear  of  what  might  happen  under  Secre¬ 
tary  Benson.  So  far  as  I  am  personally 
concerned  I  understand  that  Secretary 
Benson  is  a  very  splendid  gentleman;  a 
good  man,  a  Christian  man.  But  his 
philosophies,  in  regard  to  a  farm  pro¬ 
gram  of  course,  run  counter  to  the  phil¬ 
osophies  of  a  great  many  people,  and 
they  run  counter  to  my  own  philosophy 
in  regard  to  operating  the  farm  pro¬ 
gram;  at  least  in  many  instances.  But 
it  does  not  make  any  difference,  as  I  see 
it,  whether  it  was  motivated  by  the  fact 
that  some  people  may  have  thought  that 
Secretary  Benson  would  be  unfriendly 
in  this  matter  or  not.  The  only  ques¬ 
tion,  I  repeat,  is  whether  or  not  it  is 
good  and  valid  legislation.  And  here  is 
why  I  think  it  is.  Some  of  these  points 
have  been  made  in  the  debate,  but  I 
want  to  emphasize  just  one  or  two  in  the 
few  minutes  that  I  have. 

In  the  first  place,  the  Secretary  of 
Agriculture,  regardless  of  who  he  is,  has 
so  many,  many  important  duties  to  per¬ 
form  that  he  could  not  possibly  perform 
duties  in  this  particular  REA  field  as  ex¬ 
peditiously  as  they  ought  to  be  per¬ 
formed  and  as  can  the  REA  Administra¬ 
tor;  because  the  Administrator  becomes 
an  expert  in  this  field  and  he  also  has 
time  to  devote  to  it.  What  I  am  afraid 
of,  perhaps  more  than  the  fact  that  the 
Secretary  might  turn  down  some  good 
loans,  is  that  there  will  be  a  slow-down 
on  the  making  of  loans.  When  these  ap¬ 
plications  are  filed,  these  various  REA 
Co-ops  need  the  money  and  they  often 
need  it  badly  and  at  once  to  put  people 
to  work  and  to  carry  on  with  their  oper¬ 
ations. 

We  all  know  that  REA  has  not  only 
been  a  blessing  to  rural  America  and  has 
helped  to  light  up  rural  America,  but 
it  has  been  a  blessing  to  small  business. 
It  has  been  a  blessing  to  the  whole 
economy  of  our  country. 

I  feel  that  the  Administrator  is  the 
man  who  definitely  ought  to  have  the 
final  say-so  in  regard  to  these  loans. 

I  might  call  attention  to  the  fact  that 
we  all  know  something  about  life,  about 
politics.  We  all  know  about  political 
pressures,  and  so  forth.  But  the  Ad¬ 
ministrator  is  appointed  for  and  has  a 
tenure  in  office  of  10  years.  To  a  large 
extent,  maybe  not  entirely,  but  to  a  large 
extent  he  is  removed  from  political  pres¬ 
sures.  And  if  he  is  the  proper  kind  of 
man,  and  we  assume  that  he  is  going  to 
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be  the  proper  kind  of  man,  whether  he  is 
a  Democrat  or  a  Republican,  he  will  have 
time  to  devote  to  the  problem.  He  will 
be  the  type  of  person  to  whom  you  can 
go  and  talk  and  get  a  speedy  hearing  in 
regard  to  these  important  matters.  And 
he  will  be  able  to  make  a  final  decision 
expeditiously. 

My  final  thought  is  simply  this. 
These  are  not  grants;  these  are  loans. 
And  I  think  that  everyone  will  agree  that 
the  repayment  performance  on  these 
loans  has  been  unusually  good. 

So,  Mr.  Chairman,  I  rise  in  support  of 
this  bill  as  amended  by  the  committee. 

Mr.  PRICE.  Mr.  Chairman,  I  am 
hopeful  the  House  this  afternoon  will 
give  its  approval  to  this  bill. 

The  purpose  of  H.R.  1321  is  to  return 
to  the  Administrator  of  the  Rural  Elec¬ 
trification  Administration  all  of  the  in¬ 
dependent  authority  with  respect  to  the 
approval  or  denial  of  loans  authorized 
to  be  made  under  provisions  of  the  REA 
Act  of  1936,  he  possessed  prior  to  the 
acceptance  of  the  aforementioned  reor¬ 
ganization  plans. 

I  feel  the  gentleman  from  Florida  [Mr. 
Fascell],  has  sound  arguments  as  to  the 
wisdom  of  this  course  of  action.  I  feel 
that  this  is  a  needed  move  to  preserve 
the  vitality  and  purpose  of  this  useful 
agency,  which  has  brought  light  and 
power  to  rural  America. 

It  was  as  an  independent  agency  that 
REA  was  created  back  in  1936. 

In  1939,  the  agency  was  placed  in  the 
Department  of  Agriculture,  on  the  sup¬ 
position  that  clearer  lines  of  authority 
would  be  established  and  efficiency  im¬ 
proved.  It  has  since  become  obvious 
that  the  lack  of  independence  could 
eventually  destroy  REA  should  it  be¬ 
come  subservient  to  an  administration 
which  would  not  have  created  it  and  was 
lacking  in  enthusiasm  for  it. 

The  fine  accomplishments  of  REA  can¬ 
not  be  consolidated  by  divided  and  con¬ 
tradictory  administration. 

To  solidify  REA  gains  I  urge  approval 
of  H.R.  1321.  It  is  necessary  to  estab¬ 
lish  in  the  Rural  Electrification  Adminis¬ 
tration,  as  a  matter  of  law,  the  function 
vested  in  the  agency  by  the  1936  act. 

The  measure  is  required  further,  to 
restore  the  prestige  of  the  REA  Adminis¬ 
trator,  who  under  present  administra¬ 
tive  rulings  is  stripped  of  authority 
Congress  intended  to  rest  in  his  hand. 

The  REA  program  has  enjoyed  phe- 
nominal  success.  A  serious  threat  to 
its  continuance  can  be  eliminated  by 
approval  of  this  bill,  H.R.  1321. 

Mr.  HOEVEN.  Mr.  Chairman,  I  have 
carefully  read  both  the  majority  and 
minority  committee  reports  on  this  bill 
and  have  also  given  close  attention  to 
the  debate.  Judging  from  the  informa¬ 
tion  I  have  at  hand,  there  seems  to  be 
no  real  justification  for  this  legislation. 
If  enacted  into  law,  it  would  create  an 
unworkable  administrative  anomaly.  It 
is  difficult  for  me  to  understand  the  real 
purpose  in  trying  to  have  this  bill  enacted 
into  law. 

There  are  not  many  Members  of  the 
House  who  have  supported  the  REA  pro¬ 
gram  longer  or  more  earnestly  than  I 
have.  My  voting  record  in  the  House 
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in  this  regard  speaks  for  itself.  Further¬ 
more,  I  yield  to  no  one  in  the  support 
of  the  REA  program  at  the  present  time. 
If  I  thought  for  one  moment  that  the 
REA  loan  program  would  be  jeopardized 
by  the  failure  to  enact  this  legislation, 
it  most  certainly  would  have  my  support. 

Under  the  terms  of  the  bill,  the  Sec¬ 
retary  of  Agriculture  would  be  respon¬ 
sible  for  the  overall  affairs  of  REA,  but 
would  have  no  authority  concerning  its 
main  function;  that  is,  taking  action  on 
loan  applications.  Such  a  division  of 
authority  and  responsibility  would  be 
completely  inconsistent  with  the  admin¬ 
istration  of  REA  as  an  agency  within 
and  as  a  part  of  the  Department  of  Agri¬ 
culture. 

A  claim  has  been  made  that  the  Sec¬ 
retary  has  taken  away  the  authority  of 
the  Administrator  to  approve  loans. 
That  certainly  is  untrue.  They  say  this 
administration  is  destroying  REA.  That 
is  absolutely  false,  as  the  record  of 
achievement  clearly  indicates.  During 
the  hearings  on  March  6,  1959,  before 
the  Subcommittee  on  Executive  and  Leg¬ 
islative  Reorganization  of  the  House 
Committee  on  Government  Operations, 
the  REA  Administrator,  David  A.  Hamil, 
stated : 

I  am  ready  to  answer  for  any  aspect  of  the 
administration  of  the  REA  programs.  X  have 
administered  them  without  interference 
from  any  quarter.  I  exercise  full  responsi¬ 
bility. 

In  not  a  single  instance  has  Secretary 
Benson  or  Director  Scott  interfered  in  the 
discharge  of  my  responsibilities  as  Admin¬ 
istrator  of  REA.  I  make  the  loans. 

Not  one  of  my  loan  decisions  has  been 
motivated  or  colored  by  political  considera¬ 
tions. 

Not  one  good  reason  has  been  ad¬ 
vanced  to  support  the  enactment  of  this 
legislation.  Certainly  we  should  not 
build  up  additional  independent  agen¬ 
cies  in  our  Government.  This  does  not 
make  for  good  government.  The  Hoover 
Commission,  in  its  several  reports,  rec¬ 
ommended  the  elimination  of  many  of 
these  agencies.  In  a  report  to  the  81st 
Congress  relating  to  a  study  of  the  De¬ 
partment  of  Agriculture,  the  Hoover 
Commission  said: 

We  have  urged  in  our  first  report  that  the 
foundation  of  good  departmental  administra¬ 
tion  is  that  the  Secretary  shall  have  author¬ 
ity  from  the  Congress  to  organize  and  control 
his  organization,  and  that  separate  authori¬ 
ties  to  his  subordinates  be  eliminated. 

This  recommendation  was  approved 
by  Congress.  Once  the  practice  of  ex¬ 
empting  certain  agencies  and  excepting 
particular  functions  has  begun,  the 
chance  of  achieving  substantial  improve¬ 
ments  in  the  efficiency  of  the  Govern¬ 
ment  will  speedily  diminish.  Passage  of 
the  bill  now  under  consideration,  in  my 
judgment,  therefore,  would  be  a  step  in 
the  wrong  direction. 

Mr.  JOHNSON  of  Wisconsin.  Mr. 
Chairman,  under  leave  to  extend  my  re¬ 
marks,  I  wish  to  state  my  views  in  favor 
of  passage  of  H.R.  1321,  a  bill  to  restore 
to  the  Administrator  of  REA  all  of  the 
functions  which  were  transferred  from 
the  Administrator  to  the  Secretary  of 
Agriculture  by  the  Reorganization  Plan 
No.  2  of  1953,  giving  him  full  authority 


to  approve  or  deny  loan  applications 
that  are  made  under  provisions  of  the 
REA  Act  of  1936  as  amended. 

The  Ninth  Congressional  District  which 
I  represent  is  predominantly  rural  in 
character.  As  the  representative  of 
more  than  300,000  people  whose  welfare 
is  dependent  upon  agriculture  directly 
or  indirectly,  I  am  vitally  concerned 
with  all  legislative  matters  which  affect 
their  lives. 

The  rural  electrification  program  is 
one  of  the  Federally  supported  activities 
that  has  done  most  to  improve  the  life 
of  rural  people  in  my  district,  in  the 
whole  of  Wisconsin  and  in  the  entire 
country.  I  view  with  disfavor  the  per¬ 
petuation  of  any  change  that  the  REA 
program  has  undergone  which  poses  a 
threat  to  its  future. 

I  consider  the  application  of  Reorgan¬ 
ization  Plan  No.  2  to  REA  as  such  a 
threat.  In  my  opinion  it  is  dangerous  to 
vest  in  a  politically  minded  Secretary  of 
Agriculture  the  authority  to  approve  or 
disapprove  applications  for  REA  loan 
funds. 

In  my  considered  judgment  it  is  not 
the  intent  of  Congress  to  have  a  well- 
paid  and  competent  Administrator  of 
the  REA  program  sitting  on  the  knee  of 
the  Secretary  of  Agriculture,  taking  his 
orders  and  mouthing  his  words  like  a 
well  disciplined  Charles  McCarthy. 

People  of  my  district  are  rapidly  los¬ 
ing  confidence  in  the  infallability  of  Sec¬ 
retary  Benson  in  the  broad  field  of  agri¬ 
culture.  In  the  special  field  of  rural 
electric  affairs  they  have  even  less  con¬ 
fidence  in  his  judgment.  They  feel  with 
considerable  justification  that  the  legis¬ 
lative  proposals  espoused  by  Secretary 
Benson  to  raise  REA  interest  rates  and 
to  have  REA  loan  applicants  go  into  the 
private  money  market  for  funds  clearly 
demonstrates  his  lack  of  understanding 
and  appreciation  of  their  problems. 

Because  I  share  the  concerns  and  ap¬ 
prehensions  of  my  constituents,  and  be¬ 
cause  I  believe  that  the  bill  before  the 
House  will  correct  a  threatening  situa¬ 
tion,  I  urge  passage  of  H.R.  1321. 

Mr.  MACK  of  Illinois.  Mr.  Chair¬ 
man,  I  wish  to  voice  my  enthusiastic  sup¬ 
port  for  H.R.  1321,  a  bill  to  modify  Reor¬ 
ganization  Plan  No.  2  of  1939  and  Re¬ 
organization  Plan  No.  2  of  1953  which 
was  introduced  by  my  good  friend  and 
colleague,  the  gentleman  from  Illinois 
I  Mr.  Price]. 

It  is  my  understanding  that  this 
amendment  would  restore  to  the  Admin¬ 
istrator  of  the  Rural  Electrification  Ad¬ 
ministration  the  authority  to  approve 
or  disapprove  loans.  It  would  have  the 
effect  of  restoring  in  the  Rural  Electri¬ 
fication  Administration  the  functions 
vested  in  that  agency  by  Congress  in 
1936.  It  would  permit  the  Rural  Elec¬ 
trification  Administration  to  continue  to 
function  within  the  Department  of  Agri¬ 
culture.  But  it  would  maintain  its  inde¬ 
pendence  and  integrity  and  the  Secretary 
of  Agriculture  would  not  have  the  power 
to  redistribute  or  transfer  its  functions 
to  other  agencies  in  the  Department. 

Mr.  Chairman,  the  27  electrical  coop¬ 
eratives  in  Illinois  have  fully  endorsed 
this  bill  as  being  in  the  public  interest 
and  contributing  to  the  efficient  opera- 
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tion  of  their  cooperatives.  I  have  dis¬ 
cussed  this  matter  with  them  on  many 
occasions  and  am  convinced  that  indi¬ 
vidual  members  of  these  cooperatives 
strongly  feel  that  this  amendment  should 
be  approved. 

The  rural  electrification  program  has 
been  successful  in  bringing  all  the  con¬ 
veniences  of  our  cities  to  the  rural  sec¬ 
tions  of  our  country.  It  has  spurred  our 
economic  growth  by  creating  a  new  mar¬ 
ket  for  our  manufactured  products.  It 
has  brought  electric  power  into  the  most 
remote  areas  of  this  country.  In  less 
than  25  years  this  program  has  replaced 
darkness  with  light,  and  has  made  rural 
family  life  more  pleasant.  In  my  opin¬ 
ion,  this  has  been  one  of  the  greatest 
programs  enacted  by  Congress  since  the 
turn  of  the  century. 

Mr.  Chairman,  I  strongly  support  this 
bill  because  I  feel  that  the  independ¬ 
ence  of  this  agency  must  be  maintained. 
The  Rural  Electrification  Administration 
should  not  be  subjected  to  political  influ¬ 
ence  and  therefore,  in  my  opinion,  should 
not  be  subjected  to  the  influence  of  the 
Secretary  of  Agriculture  with  regard  to 
loans  for  various  cooperatives.  The  REA 
should  be  administered  by  its  own  Ad¬ 
ministrator  rather  than  by  a  Cabinet 
Secretary.  We  have  had  some  out¬ 
standing  men  serve  in  this  capacity. 
These  men  have  been  dedicated  to  this 
service  and  in  most  instances  have  ig¬ 
nored  all  political  consideration  when 
approving  or  disapproving  loans.  I  feel 
that  the  Administrator  should  be  given 
the  authority  for  approval  or  disapproval 
of  all  loan  applications. 

Mr.  Chairman,  I  hope  that  this  bill 
is  adopted  because  it  will  contribute  to 
the  efficiency  of  the  Rural  Electrification 
Administration. 

Mrs.  PFOST.  Mr.  Chairman,  I  am 
vitally  interested  in  the  passage  of  the 
bill  before  us  today.  As  you  know,  it 
transfers  back  to  the  Administrator  of 
the  REA  those  functions  which  were 
transferred  from  him  to  the  Secretary 
of  Agriculture  back  in  1953.  In  January 
I  introduced  a  similar  bill. 

In  urging  the  House  to  pass  this  bill, 
I  speak  not  only  for  the  thousands  of 
hard  working  rural  people  in  my  district 
in  Idaho,  but  also  for  hundreds  of  thou¬ 
sands  more  throughout  our  great 
Nation. 

Since  the  Congress  adopted  the  Rural 
Electrification  Act  nearly  a  quarter  of 
a  century  ago,  the  REA  program  has 
been  a  beacon  of  light  and  hope  to  the 
homes  of  rural  America. 

Today,  however,  there  is  a  dark  cloud 
on  the  horizon ;  a  cloud  that  throws  an 
ominous  shadow  over  the  shining  non¬ 
political  activities  of  REA.  It  is  a  threat 
to  the  very  heart  of  this  vitally  im¬ 
portant  agency.  I  refer  to  the  Reorgan¬ 
ization  Plan  No.  2  of  1953  as  it  is  now 
being  applied  to  REA  by  the  Secretary 
of  Agriculture. 

Recent  statements  by  Secretary  Ben¬ 
son  show  the  basic  difference  between 
his  thinking  and  the  thinking  behind 
the  establishment  of  REA.  For  example, 
he  has  advocated  raising  interest  rates 
on  REA  loans.  He  also  has  proposed 
private  financing  of  REA’s  future  loan 
requirements,  a  proposal  that  would 
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turn  back  the  clock  of  progress  and  put 
the  people  once  again  at  the  mercy  of 
ruthless,  private  monopolies. 

Some  of  you  may  ask,  how  is  this 
possible?  How  can  a  little  private  fi¬ 
nancing  wreck  REA?  Well,  Mr.  Chair¬ 
man,  here  is  the  answer. 

As  soon  as  REA  opens  the  way  to  a 
better  life  for  a  farm  or  home,  it  creates 
additional  demands  for  its  services. 
More  people  want  more  refrigerators, 
more  toasters,  more  washing  machines, 
more  TV  sets  and  radios,  and  particu¬ 
larly  for  farmers,  more  milking  equip¬ 
ment — just  about  everything  that  peo¬ 
ple  need  and  are  getting  through  REA 
facilities. 

This  means  there  must  be  larger  ca¬ 
pacity  lines,  more  power  insulators  and 
generators,  additional  substations  and 
all  of  the  machinery  and  equipment  that 
go  into  an  electrical  system. 

To  provide  this  equipment,  the  various 
REA  systems,  through  borrowing,  get 
the  necessary  funds.  They  must  keep 
pace  with  the  ever-increasing  demands. 
Otherwise,  they  would  be  open  to  attack 
by  other  suppliers  of  power.  And  this 
is  the  crux  of  the  whole  matter:  these 
private  suppliers,  through  private  fi¬ 
nancing,  could  gain  control  of  an  REA 
system  even  though  that  same  system 
has  done  the  pioneering  work  and  made 
a  sizable  capital  initial  investment. 

Let  me  remind  you,  Members  of  the 
House,  that  through  the  extension  of 
light  and  power  systems  through  REA, 
farmers  have  been  able  to  throw  away 
their  kerosene  lamps  and  have  achieved 
the  living  comforts  and  standards  to 
which  they  are  so  eminently  entitled. 

In  my  own  State  of  Idaho,  97.1  percent 
of  all  farms  had  central  station  electric 
service  last  year.  Yet  only  30  percent  of 
our  farms  had  such  facilities  in  the 
mid-1930’s. 

Since  the  rural  electrification  program 
has  had  such  a  great  and  beneficial 
effect  upon  the  daily  lives  of  the  people, 
many  of  them  think  of  it  not  as  a  remote 
Government  agency  with  headquarters 
in  Washington,  but  as  their  own  crea¬ 
ture.  I  know  that  is  how  the  rural  peo¬ 
ple  in  my  district  regard  it.  And  they 
should,  because  so  many  of  them  have 
joined  the  electric  cooperatives,  served 
on  their  boards,  and  helped  in  so  many 
other  ways  to  make  it  the  wonderful 
success  that  it  is  today. 

Surely,  a  program  that  has  given  so 
many  benefits  to  so  many  people  in  so 
short  a  time  deserves  to  be  kept  free 
of  politics.  The  Congress  realized  this 
when  it  set  up  the  Agency.  It  estab¬ 
lished  a  10-year  term  for  the  Adminis¬ 
trator  to  insure  his  freedom  from  po¬ 
litical  pressures,  and  gave  him  the 
authority  to  judge  loan  applications 
solely  on  technical  and  legal  grounds. 

Now,  the  decision  regarding  REA 
loans — the  only  real  purpose  for  the 
existence  of  REA — are  no  longer  the 
sole  responsibility  of  the  Administra¬ 
tor.  Nor  are  they  free  of  the  possible 
taint  of  political  considerations.  The 
Administrator  must  review.,  new  loan 
applications  exceeding  $500,000  with  the 
Secretary  of  Agriculture  or  one  of  the 
Secretary’s  subordinates,  both  of  whom 
are  political  appointees  whose  philoso¬ 


phies  may  and  frequently  do  conflict 
sharply  with  the  basic  philosophy  of 
REA. 

Why  this  change?  Does  the  Secre¬ 
tary  of  Agriculture  have  the  profes¬ 
sional  and  technical  know-how  to  eval¬ 
uate  an  electrification  project?  Of 
course  not.  The  answer  must  be  ob¬ 
vious  to  all  of  us:  The  Secretary  of 
Agriculture  wants  to  make  sure  that 
the  loan  applications  conform  to  the 
philosophy  of  the  administration.  And 
we  know  that  philosophy  is  definitely 
not  for  public  power  for  the  public  in¬ 
terest,  but  rather  private  power  for  pri¬ 
vate,  monopolistic  interests. 

Let  us  not  weaken  the  system  that 
the  Congress  has  set  up  and  which  is 
working  so  well.  Let  us  not  hamstring 
a  program  that  has  lightened  the 
burdens  of  our  farm  people  and  has 
literally  lighted  their  lives.  Let  us 
rather  work  to  strengthen  REA  and 
make  it  an  everlasting  monument  to 
the'  wisdom  of  those  who  created  it. 
Again,  I  urge  the  passage  of  H.R.  1321. 

Mr.  ELLIOTT.  Mr.  Chairman,  I  rise 
in  support  of  H.R.  1321,  which  seeks  to 
give  the  Administrator  of  REA  the  un¬ 
qualified  right  and  jurisdiction  to  ap¬ 
prove  or  disapprove  applications  by 
rural  electric  cooperatives  for  REA 
loans.  By  the  same  token  this  bill 
would  would  relieve  the  Secretary  of 
Agriculture  of  all  right  to  supervise, 
direct,  or  control  the  making  of  such 
loans. 

I  have  always  supported  the  REA  pro¬ 
gram,  and  am  happy  to  have  had  the 
privilege  during  my  service  in  the  Con¬ 
gress  of  voting  for  the  largest  appropri¬ 
ations  that  have  ever  been  made  for 
REA  loans.  In  the  year  1949  the  Rural 
Electrification  Administration  loaned 
$321,287,000  to  the  rural  electric  co-ops; 
in  1950,  the  amount  loaned  was  $286,- 
658,000;  in  1951,  it  was  $268,131,000;  in 
1952  it  was  $227,574,000;  in  1953,  $207,- 
634,000.  In  no  year,  since  1953,  appro¬ 
priations  for  which  were  made  by  the 
2d  session  of  the  82d  Congress,  have 
loans  made  exceeded  the  amount  of  $200, 
million,  save  and  except  in  the  year  of 
1958,  when  loans  reached  the  total  of 
$205,332,000.  Res  ipsa  loquitur. 

The  rural  electric  cooperatives  in  the 
7th  Congressional  District  of  Alabama 
have  made  fine  use  of  the  loans  that  we 
have  provided.  The  cooperatives  serv¬ 
ing  our  district  have  borrowed  over  $8 
million  for  building  lines  which  now 
serve  nearly  25,000  customers;  another 
$4.5  million  has  been  loaned  to  tele¬ 
phone  companies  and  cooperatives  in 
the  area. 

Mr.  Chairman,  I  know  what  it  is  to 
have  been  reared  without  the  benefits 
of  electricity;  I  know  something  of  the 
burdens  electricity  has  removed  from 
the  backs  of  farm  women,  and  from  the 
brawn  of  farm  men.  The  spring  as  a 
milk  cooler  and  the  battling  block  as  a 
clothes  washer,  are  no  more  and  I  am 
glad. 

REA  has  had  a  fairly  liberal  lending 
policy  so  far  as  these  co-ops  go  and  it 
has  done  a  world  of  good.  I  don’t  want 
any  Secretary  of  Agriculture  to  be 
placed  in  the  position  of  being  able  to 
stifle  or  curb  or  circumscribe  the  good 
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work  the  co-ops  are  doing.  Let  us  pass 
this  bill  and  remove  any  temptation  in 
that  direction  that  he  may  have. 

Mr.  CARTER.  Mr.  Chairman,  in  de¬ 
liberations  on  this  floor  last  Wednesday 
concerning  the  Humphrey-Price  bill — - 
H.R.  1321 — I  was  of  the  hope  that  this 
House  would  be  successful  in  passing 
that  bill  in  unaltered  form,  thereby  re¬ 
storing  the  REA  as  a  semi-independent 
agency  and  returning  to  the  office  of  the 
REA  Administrator  the  efficacy  that  it 
had  held  prior  to  1953. 

The  main  reason  I  had  hoped  to  have 
the  REA  taken  out  from  under  the  De¬ 
partment  of  Agriculture  was  so  that 
Ezra  Taft  Benson  would  be  unable  to 
continue  showing  REA  loan  funds  as  a 
subsidy  to  farmers,  as  he  has  been  doing 
since  the  REA  came  under  his  control 
in  1953.  Actually,  as  we  are  all  aware, 
the  REA  loan  fund  program  is  self-sus¬ 
taining  and,  in  the  long  run,  is  a  money¬ 
making  venture  for  the  taxpayers  of 
America. 

Since  the  House  of  Representatives  as 
a  body  was  not  able  to  agree  on  this  bill 
without  amendment,  I  decided  to  go 
ahead  and  vote  for  the  bill  in  its 
amended  form.  In  this  amended  form, 
the  Administrator  of  the  REA  will  once 
again  have  control  over  the  lending  ac¬ 
tivities  of  the  agency.  This  is  actually 
somewhat  of  a  “half  a  loaf”  solution  to 
the  problem.  But  then,  even  if  the  bill 
had  been  passed  without  amendment, 
under  the  present  administration  we 
would  have  only  been  successful  in  tak¬ 
ing  the  REA  out  from  under  the  control 
of  Ezra  Taft  Benson  and  placing  it 
under  the  control  of  Eisenhower.  In 
view  of  these  facts,  any  benefit  to  the 
REA  and  to  rural  electric  cooperatives 
all  over  the  country  might  have  been 
rather  dubious. 

Mr.  FOUNTAIN.  Mr.  Chairman,  there 
are  many  good  and  valid  reasons  why  I 
favor  the  passage  of  H.R.  1321.  The  de¬ 
bate  thus  far  clearly  indicates  grave 
doubt  as  to  who  has  the  final  authority 
to  make  decisions  in  connection  with 
REA  loans,  the  Rural  Electrification  Ad¬ 
ministrator  or  his  administrative  boss, 
the  Secretary  of  Agriculture.  Person¬ 
ally,  I  have  no  objections  to  the  admin¬ 
istration  of  the  Rural  Electrification  Ad¬ 
ministration  program  within  the  Depart¬ 
ment  of  Agriculture  by  the  Administra¬ 
tor  under  the  general  administrative 
supervision  of  the  Secretary  of  Agricul¬ 
ture.  The  fact  that  the  Rural  Elec¬ 
trification  Administration  is  an  agency 
of  the  Department  of  Agriculture,  with¬ 
out  anything  further,  in  and  of  itself, 
already  gives  the  Secretary  of  Agricul¬ 
ture  tremendous  indirect  influence  upon 
the  actions  of  the  Rural  Electrification 
Administrator. 

Nevertheless,  serious  question  has 
arisen  as  to  whether  or  not  the  Admin¬ 
istrator  of  the  Rural  Electrification  Ad¬ 
ministration,  duly  appointed  by  the 
President  for  a  term  of  10  years  on  the 
basis  of  his  peculiar  qualifications  for 
the  job,  and  confirmed  by  the  Senate, 
exercises  the  power  and  assumes  the  re¬ 
sponsibility  vested  in  him  by  the  Rural 
Electrification  Act  of  1936.  The  power 
of  the  Secretary  of  Agriculture  to  review 
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and  influence  loans,  as  some  seem  to 
think  is  now  true,  is  one  thing — while 
the  power  of  the  Secretary  of  Agricul¬ 
ture  as  the  administrative  head  of  a 
department,  which  includes  along  with 
the  REA  many  other  agencies,  is 
another. 

Personally,  I  think  it  is  a  good  thing  to 
have  coordination  between  agency  and 
department  heads  in  the  interest  of  effi¬ 
ciency  and  economy,  in  a  matter  of  this 
kind  affecting  so  many  people.  How¬ 
ever,  if  the  Administrator  does  not  have 
the  final  authority  to  approve  or  disap¬ 
prove  loans,  he  is  merely  serving  in  a 
more  or  less  perfunctory  capacity  and 
his  position  is  not  in  keeping  with  an 
appointment  by  the  President  and  con¬ 
firmation  by  the  Senate.  I  believe  the 
Congress  wants  him  to  exercise  his  inde¬ 
pendent  judgment.  The  present  Ad¬ 
ministrator  says  he  is  doing  that.  If 
that  is  true,  this  bill  will  eliminate  any 
question  about  his  authority. 

My  experience  as  chairman  of  the  In¬ 
tergovernmental  Relations  Subcommit¬ 
tee  of  the  House  Committee  on  Govern¬ 
ment  Operations,  which  includes  juris¬ 
diction  over  the  Department  of  Agricul¬ 
ture  for  efficiency  and  economy  pur¬ 
poses,  has  convinced  me  that  the  Sec¬ 
retary  of  Agriculture  already  has  under 
his  jurisdiction  far  more  than  he  can 
possibly  attend  to.  If  he  should  make 
decisions  in  connection  with  loans  to 
REA  cooperatives,  in  my  opinion,  he 
would  of  necessity  have  to  do  so  on  the 
basis  of  a  subordinate’s  recommenda¬ 
tions.  In  effect,  this  would  be  placing 
the  subordinate  in  a  position  of  making 
decisions  which  are  the  responsibility  of 
the  Administrator.  This  bill  in  no  way 
changes  the  status  of  personnel  or  of 
general  supervision  by  the  Secretary  of 
Agriculture,  but  it  does  insure  the  con¬ 
tinued  operation  of  the  REA  as  an 
integral  and  dynamic  unit  within  the 
Department  of  Agriculture. 

Most  assuredly,  all  of  us  should  be 
opposed  to  unnecessary  and  unwise 
loans  by  the  Administrator.  This  leg¬ 
islation,  insofar  as  I  am  concerned,  is  in 
no  way  designed  to  encourage  him  to 
make  undeserving  loans.  If  I  thought 
it  would  have  such  a  result,  I  would  be 
opposed  to  it. 

There  is  another  more  paramount 
reason  why  I  favor  the  passage  of  H.R. 
1321.  It  will  to  some  extent  do  what 
was  left  undone  by  Congress  in  1953 
when,  by  default,  it  permitted  the  Pres¬ 
ident’s  Reorganization  Plan  No.  II  to  be¬ 
come  law  without  permitting  debate  on 
its  merits.  I  was  opposed  to  Reorgani¬ 
zation  Plan  No.  II.  I  introduced  a  dis¬ 
approving  resolution  known  as  H.R.  236. 
Unfortunately,  although  requested  sev¬ 
eral  times  by  me  to  do  so,  the  then  chair¬ 
man  of  the  Committee  on  Government 
Operations,  did  not  call  the  committee 
together  for  action  on  the  plan.  I, 
therefore,  did  the  only  thing  I  could  do 
as  the  introducer  of  a  disapproving  reso¬ 
lution.  I  exercised  under  the  rules  of 
the  House  the  personal  privilege  of  mak¬ 
ing  a  motion  on  the  floor  of  the  House 
to  discharge  the  Committee  on  Govern¬ 
ment  Operations  from  further  consider¬ 
ation  of  H.R.  236.  Only  30  minutes  de¬ 
bate  was  permitted  under  the  rule. 


The  purpose  of  that  30  minutes  was 
to  enable  Members  to  ask  the  House  to 
debate  Reorganization  Plan  No.  2  on 
its  merits.  This  was,  of  course,  dur¬ 
ing  the  83d  Congress  which  was  under 
the  control  of  a  Republican  administra¬ 
tion,  just  as  was  the  House  Committee 
on  Government  Operations.  Almost  to 
a  man,  the  Republicans,  aided  by  some 
few  Democrats,  refused  to  permit  debate 
as  to  the  merits  of  Reorganization  Plan 
No.  2.  While  the  plan  was,  to  some  ex¬ 
tent,  discussed  by  extended  remarks  in 
the  Record,  its  merits  were  not  consid¬ 
ered. 

However,  128  Members  of  the  House 
expressed  their  fears  by  supporting  the 
discharge  resolution  and  asking  for 
general  debate  on  the  plan.  The  over¬ 
whelming  majority  of  Republicans  op¬ 
posed  debate,  thus  approving  the  plan. 

Consequently,  under  the  reorganiza¬ 
tion  act,  the  President’s  so-called  plan 
No.  2  automatically  became  law.  It  was 
no  plan  at  all.  It  was  a  complete  abdi¬ 
cation  by  the  House  of  congressional 
authority  over  the  Department  of  Agri¬ 
culture.  Without  any  knowledge  of 
what  the  Secretary  of  Agriculture  had 
in  mind,  the  House,  by  refusing  debate 
on  the  plan’s  merits,  permitted,  with 
certain  exceptions,  the  transfer  to  the 
Secretary  of  Agriculture  of  all  functions 
not  vested  in  him  of  all  other  officers  and 
of  all  agencies  and  employees  of  the  De¬ 
partment  of  Agriculture.  The  Rural 
Electrification  Administration  was  in¬ 
cluded  in  the  transfer. 

I  never  like  to  take  the  position  of  one 
who  says,  “I  told  you  so.”  And  yet,  I 
cannot  resist  the  temptation  to  say  to 
you  today  that  I  argued  upon  the  floor 
of  the  House  in  1953  that  Reorganiza¬ 
tion  Plan  No.  2  clearly  violated  the  spirit 
and  intent  of  the  reorganization  act.  I 
said  then  there  was  nothing  in  the  plan 
to  tell  us  “what  the  Secretary  of  Agri¬ 
culture  would  do  with  respect  to  the  Bu¬ 
reau  of  Agricultural  Economy,  the  For¬ 
eign  Service,  the  Soil  Conservation  Serv¬ 
ice,  the  Farmers  Home  Administration, 
and  the  Rural  Electrification  Adminis¬ 
tration.”  I  then  asked  these  questions: 
“Is  there  one  of  you  who  has  the  slight¬ 
est  idea  as  to  what  will  be  done  by  the 
Secretary  of  Agriculture,  or  any  other 
Secretary,  with  the  various  functions  of 
the  Department  under  this  plan?  Which 
of  the  functions  will  be  magnified?  Who 
among  the  officers  or  which  of  the  agen¬ 
cies  will  be  given  greater  power?  Which 
function  or  functions  will  be  subordin¬ 
ated  or  stifled  or  even  possibly  elimin¬ 
ated?”  Many  of  us  raised  serious  ques¬ 
tions  as  to  the  advisability  of  giving  the 
Secretary  of  Agriculture  such  unbridled 
and  unlimited  blanket  authority. 

I  make  these  observations  because  to¬ 
day  we  are  debating  the  advisability  of 
modifying  Reorganization  Plan  No.  2  of 
1939  and  Reorganization  Plan  No.  2  of 
1953.  Had  the  House  disapproved  Reor¬ 
ganization  Plan  No.  2,  passage  of  this 
bill  would  not  be  necessary.  The  modi¬ 
fication  proposed  in  this  bill,  while  it 
may  not  be  the  best  way  to  amend  re¬ 
organization  plans,  will  at  least  return 
to  the  Congress  in  the  form  of  specific 
legislation  a  minimum  of  the  authority 
vested  in  the  Secretary  by  its  default 


approval  of  the  President’s  Reorganiza¬ 
tion  Plan  No.  2,  a  plan  which  gave  the 
Secretary  of  Agriculture  more  authority 
over  the  Department  of  Agriculture  and 
its  various  agencies  and  branches  than 
even  the  President  himself  has. 

It  is  true  that  in  1939  the  functions 
of  the  Rural  Electrification  Administra¬ 
tion  were  transferred  to  the  Department 
of  Agriculture.  However,  experience 
showed  that  the  Rural  Electrification 
Administrator  exercised  the  power  and 
the  authority  to  approve  or  disapprove 
loans.  Under  the  authority  of  Reorgan¬ 
ization  Plan  No.  2,  there  seems  to  have 
been  an  important  modification  of  that 
practice.  Such  delegation  of  congres¬ 
sional  authority — the  power  to  legislate 
— to  administrative  heads  is  a  dangerous 
trend.  It  is  time  for  the  Congress  to 
stop  abdicating  its  responsibility  under 
the  Constituttion.  In  fact,  the  time  has 
long  since  passed  when  the  Congress 
should  return  to  itself  many  of  the  pow¬ 
ers  and  responsibilities  which  it  has  pre¬ 
viously  unwisely  delegated  to  admin¬ 
istrative  agencies. 

The  passage  of  H.R.  1321  will  in  some 
small  way  do  just  that  insofar  as  the 
Department  of  Agriculture  is  concerned. 
At  the  same  time,  it  will  establish  clear 
responsibility  and  accountability  on  the 
part  of  the  Administrator  of  the  Rural 
Electrification  Administration. 

The  CHAIRMAN.  The  question  is  on 
the  committee  amendment. 

The  committee  amendment  was  agreed 
to. 

The  CHAIRMAN.  Under  the  rule,  the 
Committee  rises. 

Accordingly  the  Committee  rose:  and 
the  Speaker  having  resumed  the  chair, 
Mr.  Bolling,  Chairman  of  the  Commit¬ 
tee  of  the  Whole  House  on  the  State  of 
the  Union,  reported  that  that  Commit¬ 
tee,  having  had  under  consideration  the 
bill  (H.R.  1321)  to  amend  Reorganiza¬ 
tion  Plan  No.  2  of  1943,  pursuant  to 
House  Resolution  236,  he  reported  the 
bill  back  to  the  House  with  an  amend¬ 
ment  adopted  by  the  Committee  of  the 
Whole. 

The  SPEAKER.  Under  the  rule,  the 
previous  question  is  ordered. 

The  question  is  on  the  amendment. 

The  amendment  was  agreed  to. 

The  SPEAKER.  The  question  is  on 
the  engrossment  and  third  reading  of 
the  bill. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  and  was  read  the 
third  time. 

The  SPEAKER.  The  question  is  on 
the  passage  of  the  bill. 

Mr.  FASCELL.  Mr.  Speaker,  on  that 
I  demand  the  yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

The  question  was  taken;  and  there 
were — yeas  254,  nays  131,  answered 
“present”  1,  not  voting  48,  as  follows: 


Abbitt 

Abernethy 

Addonizio 

Albert 

Alexander 

Alford 

Anderson, 

Mont. 

Andrews 

Anfuso 


[RoU  No.  28] 
YEAS — 254 
Ashley 
Ashmore 
Asplnall 
Avery 
Bailey 
Barrett 
Bass,  Tenn. 
Beckworth 
Belcher 
Bennett,  Fla. 


Bennett,  Mich. 

Berry 

Blatnik 

Blitch 

Boggs 

Boland 

Bolling 

Bonner 

Boykin 

Boyle 


1959 

Brademas 

Bray 

Breeding 

Brewster 

Brock 

Brooks,  La. 

Brooks,  Tex. 

Brown,  Ga. 

Brown,  Mo. 

Burdick 

Burke,  Ky.  . 

Burke,  Mass. 

Burleson 

Byrne,  Pa. 

Cannon 

Carter 

Casey 

Celler 

Chelf 

Coad 

Coffin 

Cohelan 

Colmer 

Cook 

Cooley 

Daniels 

Dawson 

Delaney 

Denton 

Diggs 

Dingell 

Dollinger 

Dowdy 

Downing 

Doyle 

Dulski 

Durham 

Edmondson 

Elliott 

Everett 

Evins 

Fallon 

Farbstein 

Fascell 

Fisher 

Flood 

Flynn 

Flynt 

Fogarty 

Forand 

Forrester 

Fountain 

Frazier 

Friedel 

Gallagher 

Garmatz 

Gary 

Gathings 

George 

Granahan 

Grant 

Gray 

Green,  Oreg. 

Green,  Pa. 

Griffiths 

Gross 

Hagen 

Haley 

Hall 

Hardy 

Hargis 

Harmon 

Harris 

Harrison 

Hays 

Healey 


Adair 

Alger 

Allen 

Arends 

Auchincloss 

Ayres 

Baker 

Baldwin 

Barr 

Barry 

Bass,  N.H. 

Bates 

Baumhart 

Becker 

Bentley 

Betts 

Bolton 

Bosch 

Bow 

Broomfield 
Brown,  Ohio 
Brovhill 
Budge 
Bush 

Byrnes,  Wis. 

Cahill 

Canfield 
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Hebert 

O’Hara,  Ill. 

Hechler 

O’Hara,  Mich. 

Hemphill 

O’Konski 

Herlong 

O’Neill 

Hogan 

Oliver 

Holifield 

Passman 

Holtzman 

Patman 

Horan 

Perkins 

Hull 

Pfost 

Ikard 

Pilcher 

Irwin 

Poage 

Jarman 

Porter 

Jennings 

Preston 

Jensen 

Price 

Johnson,  Calif.  Prokop 

Johnson,  Colo. 

Pucinski 

Johnson,  Md. 

Quigley 

Johnson,  Wis. 

Rabaut 

Jones,  Ala. 

Rains 

Jones,  Mo. 

Randall 

Karsten 

Rees,  Kans. 

Karth 

Reuss 

Kasem 

Rhodes,  Pa. 

Kastenmeier 

Riley 

Kee 

Rivers,  Alaska 

Kelly 

Rivers,  S.C. 

Kilday 

Roberts 

Kilgore 

Rodino 

King,  Calif. 

Rogers,  Colo. 

Kirwan 

Rogers,  Fla. 

Kitchin 

Rogers,  Tex. 

Kluczynski 

Roosevelt 

Knox 

Rutherford 

Kowalski 

Saund 

Landrum 

Schwengel 

Lane 

Scott 

Langen 

Selden 

Lankford 

Shelley 

Lennon 

Sheppard 

Lesinski 

Shipley 

Levering 

Sikes 

Libonati 

Simpson,  Ill. 

Loser 

Sisk 

McCormack 

Slack 

McDowell 

Smith,  Iowa 

McFall 

Smith,  Miss. 

McGinley 

Smith,  Va. 

McGovern 

Spence 

Machrowicz 

Staggers 

Mack,  Ill. 

Steed 

Madden 

Stratton 

Magnuson 

Sullivan 

Marshall 

Thomas 

Matthews 

Thompson,  La. 

May 

Thompson,  N.J. 

Metcalf 

Thompson,  Tex. 

Meyer 

Thornberry 

Miller, 

Toll 

Clement  W. 

Trimble 

Mills 

Tuck 

Mitchell 

Ullman 

Moeller 

Vanik 

Monagan 

Vinson 

Montoya 

Wampler 

Moorhead 

Watts 

Morgan 

Weaver 

Morris,  N.  Mex. 

Wier 

Morris,  Okla. 

Willis 

Moss 

Wolf 

Murphy 

Wright 

Murray 

Yates 

Natcher 

Young 

Nix 

Zablocki 

Norrell 

Zelenko 

O'Brien,  Ill. 

O’Brien,  N.Y. 

NAYS— 131 

Cederberg 

Fulton 

Chamberlain 

Gavin 

Chenoweth 

Glenn 

Chiperfield 

Griffin 

Church 

Gubser 

Clark 

Halleck 

Collier 

Halpem 

Conte 

Henderson 

Corbett 

Hiestand 

Cramer 

Hoeven 

Cunningham 

Hoffman,  Ill. 

Curtin 

Hoffman,  Mich. 

Curtis,  Mass. 

Holt 

Curtis,  Mo. 

Hosmer 

Dague 

Johansen 

Derounian 

Jonas 

Derwinski 

Judd 

Devine 

Kearns 

Dixon 

Keith 

Dooley 

Kilburn 

Dorn,  NY. 

King,  Utah 

Dorn,  S.C. 

Lafore 

Dwyer 

Laird 

Fenton 

Latta 

Fino 

Lindsay 

Ford 

Lipscomb 

Frelinghuysen 

McCulloch 

McDonough 

Pelly 

Smith,  Kans. 

Mclntire 

Pillion 

Springer 

McSween 

Pirnie 

Taber 

Mack,  Wash. 

Poff 

Taylor 

Mailliard 

Quie 

Teague,  Calif. 

Martin 

Ray 

Thomson,  Wyo. 

Mason 

Reece,  Tenn. 

Utt 

Meader 

Rhodes,  Ariz. 

Van  Zandt 

Michel 

Riehlman 

Wainwright 

Miller,  N.Y. 

Robison 

Wallhauser 

Milliken 

Rogers,  Mass. 

Weis 

Minshall 

Saylor 

Westland 

Moore 

Schenck 

Wharton 

Mumma 

Short 

Widnall 

Nelsen 

Siler 

Withrow 

Osmers 

Simpson,  Pa. 

Younger 

Ostertag 

Smith,  Calif. 

ANSWERED  “PRESENT”— 1 

Jackson 

NOT  VOTING/— 

-48 

Andersen, 

Huddleston 

Roush 

Minn. 

Keogh 

St.  George 

Barden 

McMillan 

Santangelo 

Baring 

Macdonald 

Scherer 

Bowles 

Mahon 

Stubblefield 

Buckley 

Merrow 

Teague,  Tex. 

Carnahan 

Miller, 

Teller 

Daddario 

George  P. 

Tollefson 

Davis,  Ga. 

Morrison 

Udall 

Davis,  Tenn. 

Moulder 

Van  Pelt 

Dent 

Multer 

Walter 

Donohue 

Norblad 

Whitener 

Feighan 

Philbin 

Whitten 

Foley 

Polk 

Williams 

Giaimo 

Powell 

Wilson 

Hess 

Rooney 

Winstead 

Holland 

Rostenkowski 

So  the  bill  was  passed. 

The  Clerk 

announced 

the  following- 

pairs: 

On  this  vote: 

Mr.  Buckley  for,  with  Mr.  Hess  against. 

Mr.  Baddario  for,  with  Mr.  Scherer  against. 

Mr.  Keogh  for,  with  Mr.  Van  Pelt  against. 

Mr.  Giaimo  for,  with  Mr.  Merrow  against. 

Mr.  Moulder  for,  with  Mr.  Jackson  against. 

Mr.  Walter  for,  with  Mr.  Wilson  against. 

Mr.  Multer  for,  with  Mrs.  St.  George 
against. 

Until  further  notice: 

Mr.  Davis  of  Georgia  with  Mr.  Andersen 
of  Minnesota. 

Mr.  Mahon  with  Mr.  Tollefson. 

Mr.  Santangelo  with  Mr.  Norblad. 

Mr.  JACKSON.  Mr.  Speaker,  on  the 
last  rollcall  I  have  a  live  pair  with  the 
gentleman  from  Missouri  [Mr.  Mould¬ 
er].  If  he  were  present  he  would  have 
voted  “yea.”  I  voted  “nay.”  I  withdraw 
my  vote  and  vote  “present.” 

The  result  of  the  vote  was  announced 
as  above  recorded. 


GENERAL  LEAVE  TO  EXTEND 
REMARKS 

Mr.  FASCELL.  Mr.  Speaker,  I  asl 
unanimous  consent  that  all  Member; 
may  have  5  legislative  days  in  which  t(  > 
extend  their  remarks  in  the  Record  oi 
the  bill  just  passed. 

The  SPEAKER.  Is  there  objection  ti 
the  request  of  the  gentleman  from  Flor  • 
ida? 

There  was  no  objection. 


MODIFYING  REORGANIZATION 
PLAN  NO.  2  OF  1939  AND  REOR¬ 
GANIZATION  PLAN  NO.  2  OF  1953 
Mr.  FASCELL.  Mr.  Speaker,  I  ask 
unanimous  consent  for  the  immediate 
consideration  of  the  bill  (S.  144)  to 
modify  Reorganization  Plan  No.  2  of 
1939  and  Reorganization  Plan  No.  2  of 
1953. 


The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Flor¬ 
ida? 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows : 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  the 
functions  and  activities  of  the  Rural  Elec¬ 
trification  Administration  and  the  Admin¬ 
istrator  of  the  Rural  Electrification  Admin¬ 
istration  which  were  transferred  to  the  De¬ 
partment  of  Agriculture  and  to  the  Secretary 
of  Agriculture  by  Reorganization  Plan  No. 
II  of  1939  and  Reorganization  Plan  No.  2  of 
1953  are  hereby  transferred  to  the  Admin¬ 
istrator  of  the  Rural  Electrification  Admin¬ 
istration,  and  shell  be  exercised  and  ad¬ 
ministered  within  the  Department  of  Agri¬ 
culture  by  such  Administrator  under  the 
general  direction  and  supervision  of  the  Sec¬ 
retary  of  Agriculture:  except  that  insofar  as 
such  functions  relate  to  the  approval  or  dis¬ 
approval  of  loans  authorized  to  be  made 
under  the  Rural  Electrification  Act  of  1936, 
as  amended,  their  exercise  by  the  Admin¬ 
istrator  shall  not  be  subject  to  the  super¬ 
vision  or  direction  of,  or  to  any  other  control 
by,  the  Secretary  of  Agriculture. 

The  bill  was  ordered  to  be  read  a 
third  time,  was  read  the  third  time,  and 
passed. 

A  similar  House  bill  (H.R.  1321)  was 
laid  on  the  table. 

A  motion  to  reconsider  was  laid  on  the 
.table. 


PRIVILEGE  OF  THE  HOUSE 

l\  HARRIS.  Mr.  Speaker,  I  rise  to/a 
question  of  the  privilege  of  the  House. 

This  SPEAKER.  The  gentleman  ywill 
state  i\ 

Mr.  'HARRIS.  Mr.  Speaker,  I /have 
been  subpenaed  to  appear  before  the 
United  States  District  Court  for  the  Dis¬ 
trict  of  Columbia  to  testify  on  April  15, 
1959,  at  10  p.m.  in  the  case  m  United 
States  of  America  against  Bernard  Gold- 
fine.  UndeV  the  precedents  of  the  House, 
I  am  unableUo  comply  with  Inis  subpena 
without  the  consent  of  the  House,  the 
privileges  of  trie  House  being  involved.  I, 
therefore,  submit  the  master  for  the  con¬ 
sideration  of  this  body,  j 
Mr.  Speaker,  ^  sency  to  the  desk  the 
subpena. 

The  SPEAKER.\  ^fhe  Clerk  will  read 
the  subpena. 

The  Clerk  read  ftk  follows: 

United  States  District!  Court  for  the  Dis¬ 
trict  of  Columbia-V-United  States  of 
America  v.  Bsrnard  \Goldfine,  Defend¬ 
ant — No.  1158/58 
To  CongressmEufi.  Oren  Harris, 

Room  1503,  n/w  House  Office  Building, 
Washington,  p.C.: 

You  are  hereby  commanded  to  appear  in 
the  United /States  District  Court  for  the  Dis¬ 
trict  of  Columbia  at  3d  and  Constitution 
Avenue  NW„  fourth  floor,  courtroom  8,  in  the 
city  of  Washington,  on  the  15til  day  of  April 
1959,  a£  10  o’clock  p.m.  to  te^ify  in  the 
above  nfentitled  case. 

This  subpena  is  issued  on  application  of 
the  defendant. 

Harry  M.  Hull, 

lerTc. 

By  Irene  B.  Burroughs 

Deputy  C\erk. 

April  8,  1959. 

Edward  Bennett  Williams, 

Attorney  for  Defendant. 
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The  SPEAKER.  The  letter  and  sub- 
pena  will  be  ^rinted  in  the  Journal. 


UNITED  STATES  OF  AMERICA  V. 

RICHARD  A.  MACK  AND  THURMAN 

A.  WHITESIDE  \ 

The  SPEAKER  laid  before  the  House 
the  following  communication: 

\april  15,  1959. 
The  Honorable  the  Speakers. 

House  of  Representatives.  \ 

Sir:  From  the  U.S.  District  Court  for 
the  District  of  Columbia,  I  hiive  received 
a  subpena  duces  tecum,  direct ed'vto  me  as 
Clerk  of  the  House  of  Representatives,  to 
appear  before  said  court  as  a  witness,  in  the 
case  of  the  United  States  v.  Richard  A. 
Mack,  Thurman  A.  Whiteside  (CriminaV No. 
856-58),  and  to  bring  with  me  certain  And 
sundry  papers  therein  described  in  the  fifes 
of  the  House  of  Representatives. 

The  rules  and  practice  of  the  House  of' 
Representatives  indicates  that  the  Clerk  may 
not,  either  voluntarily  or  in  obedience  to  a 
subpena  duces  tecum,  produce  such  papers' 
without  the  consent  of  the  House  being  first 
obtained.  It  is  further  indicated  that  he 
may  not  supply  copies  of  certain  of  the 
documents  and  papers  requested  without 
such  consent. 

The  subpena  in  question  is  herewith,  and 
the  matter  is  presented  for  such  action  as 
the  House  in  its  wisdom  may  see  fit  to  take. 

Respectfully  yours, 

Ralph  R.  Roberts, 

Clerk,  U.S.  House  of  Representatives. 

The  SPEAKER.  The  Clerk  will  read 
the  subpena. 

The  Clerk  read  as  follows : 

United  States  District  Court  for  the  Dis¬ 
trict  of  Columbia- — United  States  of 

America  v.  Richard  A.  Mack,  Thurman  A. 

Whiteside — Criminal  No.  856-58 
To  Honorable  Ralph  Roberts, 

Cleric,  House  of  Representatives, 

House  Office  Building,  Washington,  D.C.: 

You  are  hereby  commanded  to  appear  in 
the  U.S.  District  Court  for  the  Dis¬ 
trict  of  Columbia  at  3d  and  Constitution 
Avenue  NW.,  4th  floor,  courtroom  8,  in  the 
city  of  Washington,  D.C.  on  the  17th  day  of 
April  1959  at  9:30  o’clock  a.m.  to  testify  in 
the  case  of  United  States  v.  Richard  A.  Mack, 
and  bring  with  you  the  original  letter  of 
the  Honorable  George  Smathers  to  the  Hon¬ 
orable  Oren  Harris,  dated  March  5,  1958 
(with  copy  of  the  letter  from  Honorable 
George  Smathers  to  Mr.  L.  B.  Wilson,  dated 
February  16,  1954,  which  was  enclosed  there¬ 
with  at  the  time  of  its  transmission  to  the 
subcommittee) ;  the  original  letter  of  the/ 
Honorable  Warren  G.  Magnuson  to 
Honorable  Oren  Harris,  dated  March  5,  191 
the  original  letter  of  the  Honorable  Andrew 
F.  Shoeppel  to  the  Honorable  Oren  Harris, 
dated  March  5,  1958;  the  original  letters  of 


Honor- 
958,  and 


the  Honorable  Estes  Kefauver  to  thj 
able  Oren  Harris,  dated  March  10: 

February  26,  1958;  the  original  letter  of  the 
Honorable  Spessard  Holland  to'  the  Honor¬ 
able  Oren  Harris,  all  of  whiclyietters  are  lo¬ 
cated  in  the  files  of  the  Special  Subcommit¬ 
tee  on  Legislative  Oversight  of  the  Com¬ 
mittee  on  Interstate  and  Foreign  Commerce; 
the  original  of  the  photograph  of  Mrs.  George 
T.  Baker  and  Mrs.  Gordon  Moore  on  file  with 


the  subcommittee; 
transcript  of  the 


ie  copy  of  the  partial 
inifon  recording  of  the 
interview  of  Honorable  Richard  A.  Mack  by 
Paul  Berger  and  .Herbert  Wachtell  of  Febru¬ 
ary  17,  1958  (the  original  of  which  was  given 
to  Agent  Boaiflman  of  the  Federal  Bureau 
of  Investigation  on  September  15,  1958)  on 
file  with  the  subcommittee;  the  receipt  for 
the  original  transcript  of  the  Minifon  re¬ 
cording  pi  the  Mack-Wachtell-Berger  inter¬ 
view  of/February  17,  1958,  bearing  the  signa¬ 


ture  of  Agent  Boardman  of  the  Federal  Bu¬ 
reau  of  Investigation  and  the  date  of 
September  15,  1958;  the  return  and  sup¬ 
plemental  return  of  Thurman  A.  Whiteside 
to  the  subpena  of  the  Special  Committee  on 
Legislative  Oversight  of  January  and  Febru¬ 
ary  1958,  which  documents  are  on  file  with 
the  subcommittee;  letter  from  A.  Frank 
Katzentine  to  Paul  Porter,  Esq.,  dated  Feb¬ 
ruary  24,  1956  (in  channel  10  file);  January 
9,  1956,  memo  from  A.  Frank  Katzentine  file 
(in  channel  10  file);  letter  from  A.  Frank 
Katzentine  to  Paul  Porter,  Esq.,  cancelling 
all  horse  race  broadcasts,  dated  December 
2,  1955  (in  channel  10  file) . 

2.  To  produce  the  documents  set  forth 
in  the  attached  subpena  duces  tecum,  all 
of  which  documents  are  relevant  to  the  is¬ 
sues  in  counts  1  and  3  of  the  indictment. 

This  subpena  is  issued  upon  application 
of  the  defendant  Richard  A.  Mack. 

Harry  M.  Hull, 

Clerk. 

By  Mabel  R.  Houston, 

Deputy  Clerk. 

April  13,  1959,  Nicholas  J.  Chase,  attorney 
■  Richard  A.  Mack. 


fing  him 
vcourt 


April  15 

in 


sions,  and  any  evidence  of  witnesses 
respect  thereto  which  the  court  or  other 
proper  officer  thereof  shall  desire,  so  as,  how¬ 
ever,  the  possession  of  said  documents  and 
papers  by  the  said  Clerk  shall  not  .be  dis¬ 
turbed,  or  the  same  shall  not  be /femoved 
from  their  place  of  file  or  custjray  under 
said  Clerk;  and  be  it  further 

Resolved,  That  a  copy  of  thes4  resolutions 
be  transmitted  to  the  said  oourt  as  a  re¬ 
spectful  answer  to  the  subyfena  aforemen¬ 
tioned. 


The  SPEAKER, 
the  resolution. 

The  resolution  wg 
A  motion  to  rect 
table. 


le  question  is  on 


agreed  to. 

>ider  was  laid  on  the 


CONSTRI 


rCTION  AT  MILITARY 
fSTALLATIONS 


Ir.  ALBERT.  Mr.  Speaker,  I  offer 
a  privileged  resolution  (H.  Res.  244)  and 
ask  for  its  immediate  consideration. 

The  Clerk  read  the  resolution  as  fol¬ 
lows: 

Whereas  fen  the  case  of  United  Stat 
against  Richard  A.  Mack,  Thurman  A.  W1 
side  (Criminal  Case  No.  856-58),  pending 
in  the  United  states  District  Court  for  the 
District  of  Columbia,  a  subpena  duces  tecum 
was  issued  by  theNsaid  court  and  addressed 
to  Ralph  R.  Roberts,  Clerk  of  the  House  of 


Representatives,  direb 
a  witness  before  said\ 
meridian  on  the  17th  dAv  of , 
to  bring  with  him  certas 
pers  in  the  possession  and) 
of  the  House  of  Represe/Ita\ives:  Therefore 
be  it 

Resolved,  That  by  the  privileges  of  this 


appear  as 
9:30  ante- 
pril  1959,  and 
nd  sundry  pa¬ 
nder  the  control 


^cumentary 
the  pos- 


House  no  evidence1,  of  a 
character  under  thp control  and 
session  of  the  House  of  Representatives  can, 
by  the  mandate/of  process  of  the  Ordinary 
courts  of  justice,  be  taken  from  such  oontrol 
or  possession/but  by  its  permission;  fee  it 
further. 

Resolved/  That  when  it  appears  by  the 
order  of  the  court  or  of  the  judge  thereof 
or  of  any  legal  officer  charged  with  the  ad-' 
ministration  of  the  orders  of  such  court  or 
judge;  that  documentary  evidence  in  the 
possession  and  under  the  control  of  the 
House  is  needful  for  use  in  any  court  of 
istice,  or  before  any  judge  or  such  legal 
/officer,  for  the  promotion  of  justice,  this 
House  will  take  such  action  thereon  as  will 
promote  the  ends  of  justice  consistently 
with  the  privileges  and  rights  of  this  House; 
be  it  further 

Resolved,  That  Ralph  R.  Roberts,  Clerk 
of  the  House,  be  authorized  to  appear  at  the 
place  and  before  the  court  named  in  the 
subpena  duces  tecum  before-mentioned,  but 
shall  not  take  with  him  any  papers  or  docu¬ 
ments  on  file  in  his  office  or  under  his  con¬ 
trol  or  in  possession  of  the  House  of  Rep¬ 
resentatives;  be  it  further 

Resolved,  That  when  said  court  deter¬ 
mines  upon  the  materiality  and  the  rele¬ 
vancy  of  the  papers  and  documents  called 
for  in  the  subpena  duces  tecum,  then  the 
said  court,  through  any  of  its  officers  or 
agents,  have  full  permission  to  attend  with 
all  proper  parties  to  the  proceeding  and 
then  always  at  any  place  under  the  orders 
and  control  of  this  House  and  take  copies 
of  any  documents  or  papers  and  the  Clerk 
is  authorized  to  supply  certified  copies  of 
such  documents  and  papers  in  possession 
or  control  of  said  Clerk  that  the  court  has 
found  to  be  material  and  relevant,  except 
minutes  and  transcripts  of  executive  ses¬ 


Mr.  THORNBERRY,  from  the  Com¬ 
mittee  Gm  Rules,  reported  the  following 
privileged  resolution  (H.  Res.  245,  Rept. 
No.  ^72) ,  which  was  referred  to  the  House 
Calendar  and  ordered  to  be  printed: 

Zesolved,  That  upon  the  adoption  of  this 
^solution  it  shall  be  in  order  to  move  that 
''the  House  resolve  itself  into  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill  (H  R. 
5674)  to  authorize  certain  construction  at 
military  installations,  and  for  other  purposes. 
After  general  debate,  which  shall  be  con¬ 
fined  to  the  bill,  and  shall  continue  not  to 
exceed  two  hours,  to  be  equally  divided  and 
controlled  by  the  chairman  and  ranking  mi¬ 
nority  member  of  the  Committee  on  Armed 
Services,  the  bill  shall  be  read  for  amend¬ 
ment  under  the  five-minute  rule.  At  the  con¬ 
clusion  of  the  consideration  of  the  bill  for 
amendment,  the  Committee  shall  rise  and 
report  the  bill  to  the  House  with  such 
amendments  as  may  have  been  adopted,  and 
the  previous  question  shall  be  considered  as 
ordered  on  the  bill  and  amendments  thereto 
to  final  passage  without  intervening  motion 
except  one  motion  to  recommit. 


CORRECTION  OF  ROLLCALLS 


Mrs.  GRAN/:  HAN.  Mr.  Speaker,  on 
rollcalls  No.  25  and  No.  26  of  yesterday, 
I  am  recorded  as  being  absent.  I  was 
resent  and  answered  to  my  name,  and 
k  unanimous  consent  that  the  Record 
and  Journal  be  corrected  accordingly, 
e  SPEAKER.  Is  there  objection  to 
quest  of  the  gentlewoman  from 
vania? 


the 
Penns: 


Therefeyas  no  objection. 


PARLD 


iJNTARY  CONFERENCES 
fH  CANADA 


Mr.  COLMER\  Mr.  Speaker,  by  direc¬ 
tion  of  the  Comnaittee  on  Rules,  I  call 
up  House  Resolution  239  and  ask  for  its 
immediate  consideration. 

The  Clerk  read  as  rbllows: 

Resolved,  That  upon  the.  adoption  of  this 
resolution  it  shall  be  in  ortfer  to  move  that 
the  House  resolve  itself  into  ishe  Committee 
of  the  Whole  House  on  the  StateSof  the  Union 
for  the  consideration  of  the  joint,  resolution 
(H.J.  Res.  254)  to  authorize  participation  by 
the  United  States  in  parliamentary,  confer¬ 
ences  with  Canada.  After  general 'debate, 
which  shall  be  confined  to  the  jointvreso- 
lution,  and  shall  continue  not  to  exceed  one 
hour,  to  be  equally  divided  and  controlled  by 
the  chairman  and  ranking  minority  member 
of  the  Committee  on  Foreign  Affairs,  tn® 
joint  resolution  shall  be  read  for  amendment 
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HIGHLIGHTS:  Senate  received  President  *  sN^to  message  on  REA  loan  approval  bill. 
Sens,  Russell  and  Proxmire  criticized  Secretary's  farm  policies.  R^ps.  Halleck, 
May  and  Gavin  commended  Secretary's  proposed  national  forest  program.  Rep.  Wolf 
and  29  other  Reps,  introduced  and  discussed  rqod-for-peace  bills. 


1.  ELECTRIFICATION,  Received  from  the  President  his  veto  message  on  S.  144,  to 
give  the  REA  Administrator  additional  authority  over  the  approval  of  loans 
(S,  Doc.  25).  Sens.  Humphrey,  Mansfield,  Douglas,  Gruening,  and  Young,  0., 
urged  that  the  President's  veto  be  overriden.  Sen.  Aiken  sujpjportad:  -the  Presi¬ 
dent's  action,  pp.  6120-2 


2.  FARM  PROGRAM.  Sen.  Russell  criticized  a  Farm  Journal  magazine  article\reporting 
"that  55  percent  of  its  readers  are  opposed  to  Government  price  supports  and 
are  ija  favor  of  removing  Government  entirely  from  the  farm  price  field, '\and 
the  /Secretary  for  citing  this  poll  in  a  speech  in  Dallas,  Tex.,  "as  proof\that 
the' Nation's  farmers  are  in  favor  of  his  program  of  lowering  support  prices\or 
e/iminating  them  altogether,"  and  inserted  the  results  of  a  poll  taken  by  tnte 
/Commissioner  of  Agriculture  of  Ga.  indicating  that  "62  percent  of  the  farmers\ 


of  ixjur  State  are  in  favor  of  continued  Government  supports  on  the  prices  of 
farm ''commodities."  p.  6078 


Sen\  Russell  criticized  a  Time  Magazine  article  on  the  farm  situation 


U  M 

1  k1 


on 


'a  new  •\igh  --  or  perhaps  it  was  a  new  low  --  in  unfair  and  slanted  attacks 
the  Nation's  fanners,"  and  inserted  a  newspaper  editorial  critical  of  tJKef 
article,  'pp,  6978-9 

Sen.  ProJunire  criticized  the  Secretary's  farm  policies,  stating  that  during 
the  Feb.  17  hearing  before  the  S.  Agriculture  and  Forestry  Committe/"I 
challenged  him,,  in  a  series  of  detailed  questions,  to  show  that  his  solution 
of  the  farm  problem,  namely,  to  knock  out  controls  and  to  shove  down  price 
supports,  could  bring  anything  but  disaster  to  our  farmers,”  an^  inserted  the 
colloquy  between  himself  and  the  Secretary  at  the  hearings,  pp.  6066-9 


3.  BUDGET.  Sen.  Bush  inserted  and  commended  a  newspaper  articl^,  "Economy  Holds 
Keys  to  Balanced  Budg\t."  pp.  6071-2 


4.  WATER  RESOURCES.  The  "Dally  Digest"  states  that  the  S.Se4ect  Committee  on 

Water  Resources  "held  an  executive  organizational  meeting  and  elected  Senators 
Kerr  and  Kuchel  as  its  chaisrman  and  vice  chairman,  respectively.  The  com- 
t  mittee  recommended  that  theN^ommittee  on  Interior  and  Insular  Affairs  consider 
a  ,res°lution  providing  an  increase  in  membership  oJc  the  select  committee  from 
members,  in  order  to  g^-ve  representation/  to  areas  not  represented  by 
previous  assignment."  p.  D286 

The  Judiciary  Committee  reported  without  amendment  S.  548,  to  grant  the 
consent  of  Congress  to  a  Great  LalOss  Basin  Compact  (S.  Rept.  231).  p.  6055 


5.  GRASS  SEEDS.  Sen.  Morse  inserted  an  6re.  Legislature  resolution  and  a  letter 
from  the  secretary  of  the  Union  CountyNOr^.  Seed  Growers  Assoc,  urging  a 
Tariff  Commission  investigation  to  establish  an  annual  quota  on  Fine  Fescue 
grass  seed  imports  into  this  country,  /ppy  6073-4 


6.  TRANSPORTATION..  Sen.  Morse  inserted  d n  OreXLegislature  resolution  urging  aid 
to  railroads  to  increase  the  supply/of  boxca\s.  pp.  6074-5 


7.  FOREIGN  TRADE.  Sen.  Butler  inserted  an  address ^by  the  president  of  the 

American  Merchant  Marine  Institute,  "Sea  Transport  and  World  Trade,"  citing 
the  importance  of  the  merchant/marine  in  foreign  ^rade.  p.  6125 


8. 


TEXTILES.  Sen.  Clark  inserted  a  Textile  Workers  Unio\»  of  America  "fact  sheet 
dealing  with  the  decline  or  employment  in  the  textileNindustry,"  listing  em¬ 
ployment  in  the  textile  industry  by  areas,  pp.  6125-6 


9.  FORESTRY.  Sen.  Clark  inserted  a  letter  from  the  Secretary\of  the  Department 
of  Forests  and  Waters/of  Pa.  enclosing  a  list  of  proposed  Federal  legislation 
in  which  his  Departipent  is  "vitally  interested."  p.  6128 


HOUSE 


10.  APPROPRIATIONS./  Agreed  to  consider  on  Thurs. ,  May  1,  the  Labor-He'y  appropria¬ 
tion  bill,  p/  6130 


11.  WATER;  TRANSPORTATION.  Received  from  the  President  a  report  of  the  St 
Lawrence  .Seaway  Development  Corporation  activities  for  the  year  ended 
1958  (H/Doc.  120).  p.  6131 


>ec.  31, 


12.  MUTUAIy&ECURITY.  Rep.  Morgan  stated  that  "the  better  informed  Members  are\con- 
cernfng  the  mutual  security  program,  the  greater  will  be  their  support  for\Lt,' 
and/urged  Members  to  read  certain  classified  information  sent  to  the  Foreign 
Affairs  Committee  by  the  Executive  Branch,  p.  6133 
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MODIFICATION  OF  REORGANIZATION  PLAN  NO.  II  OF 
1939  AND  REORGANIZATION  PLAN  NO.  2  OF  1953 


MESSAGE 


FROM 


THE  PRESIDENT  OF  THE  UNITED  STATES 


RETURNING 


WITHOUT  APPROVAL  THE  BILL  (S.  144)  ENTITLED  “AN  ACT  TO 
MODIFY  REORGANIZATION  PLAN  NO.  II  OF  1939  AND  REORGANI¬ 
ZATION  PLAN  NO.  2  OF  1953” 


April  27,  1959. — Read;  ordered  to  lie  on  the  table  and  to  be  printed 


To  the  Senate  of  the  United  States: 

I  return  herewith,  without  my  approval,  S.  144,  an  act  to  modify 
Reorganization  Plan  No.  II  of  1939  and  Reorganization  Plan  No.  2 


of  1953. 


The  bill  provides  that,  in  the  approval  and  disapproval  of  loans, 
the  Administrator  of  the  Rural  Electrification  Administration  (REA) 
shall  not  be  subject  to  the  supervision,  direction,  or  other  control  of 
the  Secretary  of  Agriculture.  In  all  other  respects  the  functions  and 
activities  of  the  REA  would  be  exercised  within  the  Department  of 
Agriculture  under  the  general  direction  and  supervision  of  the 
Secretary. 

Were  S.  144  to  become  law  it  would  mark  a  major  retreat  from 
sound  administrative  policy  and  practice.  Twenty  years  ago  the 
REA,  then  an  independent  agency,  was  by  reorganization  plan  placed 
within  the  Department  of  Agriculture  and  under  the  general  direc¬ 
tion  and  supervision  of  the  Secretary.  The  President,  in  his  message 
transmitting  Reorganization  Plan  No.  II  of  1939,  said  that  the  pro¬ 
posed  reorganization  was  for  the — 

sole  purpose  of  improving  the  administrative  management  of  the  executive 
branch. 

That  action  of  20  years  ago  accords  entirely  with  the  later  finding 
of  the  first  Commission  on  Organization  of  the  Executive  Branch 
that — 
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There  must  be  a  clear  line  of  authority  reaching  down  through  every  step  of  the 
organization  and  no  subordinate  should  have  authority  independent  of  that  of 
his  superior. 

Because  S.  144  violates  this  sound  injunction  I  am  compelled  to 
disapprove  it. 

Moreover,  there  is  nothing  in  the  recent  history  of  the  REA  which 
affords  any  basis  for  concluding  that  the  best  interests  of  the  agency 
or  the  public  would  be  served  by  removing  the  Administrator’s  loan- 
making  authority  from  the  general  direction  and  supervision  of  the 
Secretary  of  Agriculture. 

The  REA  since  its  inception  has  moved  steadily  in  the  accomplish¬ 
ment  of  its  mission.  When  the  agency  was  established,  only  a  small 
percentage  of  the  Nation’s  farms  had  central  station  electric  service. 
Today  96  percent  of  our  farmers  have  such  service  and  about  one- 
half  the  increase  has  been  provided  by  REA-financed  facilities. 

In  the  past  6  years  the  REA-financed  systems  have  made  their 
greatest  progress.  Loans  of  more  than  a  billion  dollars  have  been 
made  in  this  period,  nearly  half  as  much  as  was  loaned  by  the  agency  in 
the  previous  17%  years  of  its  existence.  Power  sales  have  more  than 
doubled  since  1952,  loan  delinquencies  have  been  reduced  to  the  van¬ 
ishing  point,  and  the  net  worth  of  electric  borrowers  has  more  than 
tripled.  Plant  investment  for  these  systems  has  more  than  doubled 
in  the  past  decade.  The  REA  telephone  loan  program,  authorized  in 
1949,  has  resulted  in  loan  approvals  which  now  total  approximately 
$500  million  and  modern  dial  telephone  service  is  rapidly  being 
extended  to  the  Nation’s  rural  areas. 

The  REA  has  been  working  well  and  progressing  efficiently  under 
the  existing  administrative  arrangements.  The  change  in  those 
arrangements  proposed  by  S.  144  would  be  contrary  to  the  public 
interest. 

Dwight  D.  Eisenhower. 

The  White  House,  April  27,  1959. 


S.  144 

Eighty-sixth  Congress  of  the  United  States  of  America,  at  the  First  Ses¬ 
sion,  Begun  and  Held  at  the  City  of  Washington  on  Wednesday,  the 
Seventh  Day  of  January,  One  Thousand  Nine  Hundred  and  Fifty-nine 

AN  ACT  To  modify  Reorganization  Plan  No.  II  of  1939  and  Reorganization  Plan  No.  2  of  1953. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  the  functions  and  activities  of  the  Rural 
Electrification  Administration  and  the  Administrator  of  the  Rural  Electrification 
Administration  which  were  transferred  to  the  Department  of  Agriculture  and  to 
the  Secretary  of  Agriculture  by  Reorganization  Plan  No.  II  of  1939  and  Reorgani¬ 
zation  Plan  No.  2  of  1953  are  hereby  transferred  to  the  Administrator  of  the 
Rural  Electrification  Administration,  and  shall  be  exercised  and  administered 
within  the  Department  of  Agriculture  by  such  Administrator  under  the  general 
direction  and  supervision  of  the  Secretary  of  Agriculture;  except  that  insofar  as 
such  functions  relate  to  the  approval  or  disapproval  of  loans  authorized  to  be 
made  under  the  Rural  Electrification  Act  of  1936,  as  amended,  their  exercise  by 
the  Administrator  shall  not  be  subject  to  the  supervision  or  direction  of,  or  to 
any  other  control  by,  the  Secretary  of  Agriculture. 

Sam  Rayburn, 

Speaker  of  the  House  of  Representatives. 

Carl  Hayden; 

President  of  the  Senate  pro  tempore. 

[Endorsement  on  back  of  bill:] 

I  certify  that  this  Act  originated  in  the  Senate. 

Felton  M.  Johnston,  Secretary. 

o 
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wouM  be  perfectly  willing  to  introduce  a 
resolution  in  the  Senate,  and  I  have 
thoughVof  so  doing,  to  provide  that  all 
our  Ambassadors  Extraordinary  and 
Plenipotentiary  should  speak  the  lan¬ 
guage  of  tlr^  country  to  which  they  are 
accredited. 

I  rememberVeading  an  article  some 
months  ago  which  the  Senator  from 
Massachusetts  ihfc*.  Saltonstall]  in¬ 
serted  in  the  Congressional  Record, 
written  by  Katherinte  Pringle,  and  her 
late  illustrious  husband,  Henry  F.  Prin¬ 
gle,  pointing  out  how  fe\  of  our  Ambas¬ 
sadors  spoke  the  languagesof  the  country 
to  which  they  were  sent.Xl  have  also 
read  the  book  “The  Ugly  American’’  with 
a  good  deal  of  dismay,  because  if  the 
conditions  described  in  that  \mopular 
book  are  true  about  the  lack  of\famil- 
iarity  with  foreign  nations  on  themart 
of  our  oversea  representatives,  themour 
foreign  policy  is  in  a  distressing  condi¬ 
tion  indeed. 

But  what  disturbs  me  about  some  of' 
the  speeches  on  the  nomination,  includ¬ 
ing  the  one  of  the  very  able  Senator 
from  Pennsylvania,  is  this :  Are  we  going 
to  start  with  the  nomination  of  Mrs. 
Luce  to  impose  these  requirements? 
Would  that  be  fair?  We  have  been  sit¬ 
ting  in  the  Senate  week  after  week, 
month  after  month,  some  of  us  year 
after  year,  some  others  much  longer, 
confirming  nominations  of  persons  to 
be  Ambassadors  who  were  just  as  un¬ 
familiar  with  the  countries  to  which 
they  were  accredited  as  is  Mrs.  Luce, 
and  who  were  equally  lacking  in  lan¬ 
guage  familiarity  as  is  Mrs.  Luce.  I 
think  it  is  part  of  a  Senator’s  duty  to 
be  fair,  that  even  the  predecessors  of 
Mr.  Eisenhower  made  appointments  of 
some  of  their  political  associates  to  be 
Ambassadors,  and  many  of  those  asso¬ 
ciates  did  not  speak  the  language  of  the 
country  to  which  they  were  accredited. 

This  is  the  question  to  which  I  was 
coming:  Might  it  not  be  better  and 
fairer  if  we  in  the  Senate  proceeded  to 
adopt  a  general  policy  that  no  person 
shall  be  appointed  to  represent  this 
country  overseas  unless  he  or  she  speaks 
the  language  of  the  country  to  which 
he  or  she  shall  be  accredited?  It  seems 
to  me  it  would  necessarily  follow  that 
a  nominee  with  such  qualification^ 
should  certainly  understand  the  county 
in  which  he  or  she  would  be  represent¬ 
ing  the  United  States  of  America. /But 
is  it  fair  or  just  to  start  with  Mrs/ Luce 
to  impose  such  requirements,  when  the 
Senate  and  the  Members  of  the  Senate 
have  been  confirming  nominees  who  did 
not  have  such  qualifications  for  weeks, 
months,  years,  decades/  generations, 
and,  for  all  I  know,  nea/ly  2  centuries? 

Mr.  CLARK.  In  dire/;  response  to  the 
question  of  the  Senator  from  Oregon,  I 
think  it  would  be  a  /mistake  for  the  Sen¬ 
ate  to  pass  a  resolution  requiring  every 
Ambassador  to  speak  the  language  of  the 
country  to  whion  he  is  accredited.  That 
is  perhaps  a  saa  commentary  on  the  state 
of  education/  not  only  of  those  in  the 
Foreign  Service,  but  among  the  American 
people  generally.  I  am  sure  we  would 
have  the  greatest  difficulty  in  finding 
competent  Ambassadors  who  understand 


our  Foreign  Service,  our  policies  and  our 
problems,  who  spoke  the  languages  of 
many  of  the  countries  of  the  world,  which 
I  will  not  name,  but  with  which  the  Sen¬ 
ator  from  Oregon  is  familiar.  One  of  the 
languages  might  be  Portuguese,  and  an¬ 
other  might  be  Finnish.  There  might  be 
many  nations  in  the  Near  East  and  in 
the  Far  East  whose  languages  our  Am¬ 
bassadors  might  not  know.  There  are 
very  few  persons,  in  and  out  of  the  For¬ 
eign  Service,  who  speak  fluently  the  lan¬ 
guage  of  some  countries  in  the  world. 
The  learning  of  many  more  languages 
by  the  people  of  this  country  is  one  of 
the  objectives  we  should  aim  for.  That  is 
why  I  was  so  enthusiastically  in  favor  of 
the  Defense  Education  Act  last  year, 
which  called  for  far  greater  study  of  for¬ 
eign  languages  in  our  public  schools. 
However,  that  should  be  one  of  our  ob¬ 
jectives  for  the  future. 

When  a  person  outside  the  Foreign 
Service  is  nominated  to  be  sent  to  a  coun¬ 
try  with  which  he  is  not  familiar,  and 
fhen,  in  addition  to  that  disability,  that 
person  does  not  speak  the  language  of 
thescountry,  it  is  an  additional  reason  for 
suggl^ting  that  the  nomination  is  not 
wise. 

With\espect  to  the  Senator’s  question, 
“Where  ao  we  start?”  he  has  been  ipr  the 
Senate  longer  than  I  have- 

Mr.  NEUBERGER.  But  a  r/atively 
short  period  ofctenure. 

Mr.  CLARK.\The  Senatoiyfrom  Ore¬ 
gon,  nevertheless  is  my  se/ior.  Minor 
virtue  though  consistency  may  be,  I  have 
stood  on  the  floor  Nad  have  done  what 
I  could  to  prevent  Ntner  nominations 
from  being  confirmecrwhen  I  thought 
they  should  not  be.  A.  dNnot  regret  that 
action.  I  intend  tp  do  it  again,  because 
I  think  our  standards  are  rar  to  low  in 
performing  the/futies  laid  down  for  the 
Senate  by  the  ^Constitution  of  Ne  United 
States. 

We  have/ to  start  somewhere. \I  am 
not  starting  now.  I  started  a  yea\  ago 
or  2  years  ago.  I  am  simply  tryinS  to 
carry  /rut  what  I  tried  to  do  earlic 
Then/as  no  doubt  will  be  true  now,  the 
majority  of  my  colleagues  felt  my  posi¬ 
tion  was  not  well  -taken.  In  all  prob- 
lility  my  friend  from  Oregon  feels 
;hat  way. 

Mr.  NEUBERGER.  I  simply  want  to 
ask  one  more  question,  and  then  I  shall 
desist  from  imposing  upon  the  Senator’s 
time. 

Mr.  CLARK.  The  Senator  is  not  im¬ 
posing  in  any  way. 

Mr.  NEUBERGER.  I  thank  the  Sena¬ 
tor  from  Pennsylvania. 

Is  it  not  true  that  all  of  us,  including 
the  able  Senator  from  Pennsylvania, 
during  the  past  several  years  and  per¬ 
haps  longer,  have  voted  almost  per¬ 
functorily  to  confirm  nominations  of 
persons  to  be  ambassadors  and  minis¬ 
ters,  when  those  persons  certainly  were 
not  familiar  in  any  way  with  the  coun¬ 
try  to  which  they  were  going  in  order 
to  represent  the  United  States? 

Mr.  CLARK.  That  has  been  the  ex¬ 
perience  in  the  Senate,  and  I  regret  it. 
One  does  not  like  to  constantly  be  a 
carping  critic.  It  may  be  that  I  have 
been  derelict  in  my  duty  by  not  oppos¬ 


ing  a  number  of  other  nominations  of.-"' 
persons  to  be  ambassadors.  / 

I  do  not  remember  at  this  moment 
exactly  how  I  voted  with  regard  to/the 
nomination  of  Mr.  Gluck  to  be  Ambas¬ 
sador  to  Ceylon.  I  thought  that /y as  an 
unfortunate  nomination,  and  A  spoke 
against  it  on  the  floor.  I  stiff  think  it 
was  unwise.  It  may  be  /that  other 
nominations  have  slipped  /through. 

I  do  not  think  one  should  take  ad¬ 
vantage  of  one’s  immunity  on  the  floor 
of  the  Senate  to  ma/e  uncomplimen¬ 
tary  remarks  about /American  citizens, 
who  no  doubt  an/  very  patriotic  and 
possibly  more  able  than  the  Senator 
from  Pennsylva/a,  but  I  will  say  that 
if  people  of  the  same  caliber  have  had 
their  nominations  confirmed  it  is  not 
because  I  did  not  try  to  fight  them. 

Mr.  NEUBERGER.  I  thank  the  Sen¬ 
ator  fro yL  Pennsylvania  for  his  char¬ 
acteristic  courtesy  and  candor  in  an- 
swerijag  my  questions. 

CLARK.  I  thank  my  friend  for 
hi/interjection  in  the  colloquy. 

Mr.  President,  I  now  return  to  stating 
;he  reasons,  in  addition  to  Mrs.  Luce’s 
lack  of  specific  experience,  why  I  believe 
her  nomination  should  not  be  confirmed. 

My  first  reason  was  lack  of  experience. 
My  second  reason  is  Mrs.  Luce’s  lack  of 
objectivity. 

Mr.  President,  this  may  seem  a  curious 
kind  of  criticism  for  a  politician  to  make, 
and  I  would  be  the  first  to  admit  that  on 
the  hustings  I  have  engaged  from  time 
to  time  in  exaggeration,  I  have  said  some 
things  which  in  cooler  moments  I  regret, 
and  I  have  been  a  partisan — and  I  shall 
be  again.  But  this  is  not  the  same,  it 
seems  to  me,  as  the  situation  with  re¬ 
spect  to  a  nomination  of  a  person  to  be 
an  ambassador  to  an  important,  friendly 
country,  considered  in  the  light  of  the 
fact  that  statements — to  be  charitable — 
of  high  inaccuracy  were  called  to  the  at¬ 
tention  of  the  individual  who  made  them 
and,  many  years  after  that  event,  her 
testimony  still  is  that  she  stands  by  her 
statement  that  Franklin  Roosevelt  lied 
us  into  war. 

Mr.  President,  I  think  almost  all  good 
mericans  would  now,  after  the  heat  of 
events,  agree  that  was  an  unfortunate 
starmnent.  It  would  seem  to  me  to  be 
the  kind  of  statement  which  an  individ¬ 
ual  possessing  real  objectivity  would 
apologizk  for  and  would  retract,  and  as 
to  which  individual  would  say,  “The 
statement  Vas  made  in  the  heat  of  a 
campaign.  B;  was  made  in  hotblood. 

It  was  the  kind,  of  thing  which  you  gen¬ 
tlemen,  as  Members  of  the  Senate,  per¬ 
haps  have  done  arStimes.” 

But  to  stand  on  chat  statement  and  to 
say  she  still  believes  it,  I  think,  Mr. 
President,  is  a  sad  commentary  on  the 
objectivity  of  the  lady  in. question,  as  in¬ 
deed  I  fear  have  been  a'liumber  of  her 
other  activities  in  public  fife,  both  as  a 
Member  of  the  other  body,  as  a  leading 
Republican  politician,  and  ate  a  play¬ 
wright.  I  use  the  word  “politician”  in  a 
good  sense,  and  not  in  an  evil  sense. 

Mr.  RANDOLPH.  Mr.  President,  will 
the  Senator  yield? 

Mr.  CLARK.  I  am  happy  to  yieldXo 
the  Senator  from  West  Virginia. 
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\Mr.  RANDOLPH.  The  Senator  from 
Pehnsylvania  has  invited  our  attention 
to  £he  apparent  unwillingness  of  Mrs. 
Luce  tx?  retract  the  statement  which  she 
previously  made  in  reference  to  a  former 
great  President  of  the  United  States.  I 
point  to  pstee  7  of  the  hearings,  in  which 
the  distinguished  chairman  of  the  Com¬ 
mittee  on  Foreign  Relations  of  the  U.S. 
Senate  made  tfi^  comment: 

You  think  he  he'd  us  into  a  war? 

Mrs.  Luce.  I  stand-by  my  statement. 

I  think  at  this  point  the  Record  should 
be  made  clear  as  to  thkcolloquy  between 
the  chairman  and  the  person  nominated. 

Mr.  CLARK.  I  thank  Kie  Senator  for 
his  helpful  interjection. 

Mr.  President,  my  third  reason  for  re¬ 
luctantly  opposing  the  confirmation  of 
this  nomination  is  that  I  believe  the 
hearings  before  the  Committee  On  For¬ 
eign  Relations  disclose  a  lack  of  mature 
judgment  on  the  part  of  the  nominee, 
which  disqualifies  her  for  this  important 
diplomatic  post.  I  hope  that  before  til's 
vote  is  taken  tomorrow,  every  Member  of 
the  Senate  will  read  carefully  this  not- 
too-long  document  of  38  pages  I  hold  in 
my  hand,  including  the  appendix,  which 
represents  the  hearings  before  the  Com¬ 
mittee  on  Foreign  Relations,  and  I  hope 
each  Member  will  judge  for  himself 
whether,  as  he  can  reconstruct  it  from 
the  printed  word,  the  demeanor  and  be¬ 
havior  of  the  witness  before  the  commit¬ 
tee  evidenced  that  calibre  of  dignity 
and  that  sense  of  judgment  which  one 
would  expect  from  an  Ambassador  of 
the  United  States  of  America. 

I  have  said  before,  and  I  say  again, 
that  Mrs.  Luce  is  a  charming  and  attrac¬ 
tive  woman,  but  I  suggest  that  in  her 
previous  career  as  a  playwright,  as  a 
political  speaker,  and,  indeed,  according 
to  many — the  record  carries  the  evi¬ 
dence — as  an  Ambassador  to  Italy,  she 
has  not  displayed  those  qualities  of 
sound  and  mature  judgment  which  are 
the  essential  part  of  the  armament  of 
an  Ambassador  of  the  United  States  of 
America. 

Finally,  Mr.  President,  my  fourth  rea¬ 
son  for  opposing  the  confirmation  of 
this  nomination  are  the  affiliations  of 
Mrs.  Luce.  We  must  be  careful  when  we 
speak  of  things  like  affiliations.  A  sad,, 
black  chapter  in  the  history  of  our  coury 
try  was  built  in  this  decade  on  the  basis 
of  guilt  by  association,  I  wish  to  dis¬ 
tinguish  these  comments  very  clear#  in¬ 
deed  from  the  type  of  smear  which  has 
occurred  in  the  saying:  “A  oncymet  B; 
and  B  knew  C;  and  C  is  a  fellow  trav¬ 
eler  or  a  Communist.”  / 

We  must  distinguish  between  that 
kind  of  guilt  by  associatioyf  and  the  nec¬ 
essary  and  admitted  aha  much-to-be- 
commended  affiliations/which  arise  from 
the  institution  of  matrimony. 

Mrs.  Luce  is  My  Luce’s  wife.  Mr. 
Luce,  Mrs.  Luce  .testifies,  will  spend  6 
months  out  of  every  year  with  her  in 
Brazil  if  her  nomination  is  confirmed. 
I  do  not  intend  to  attack  the  personal 
integrity  ov/the  ability  of  Henry  Luce. 
They  are  both  great. 

I  agreg  with  the  Senator  from  Con¬ 
necticut  [Mr.  Bush],  who  said  Mr.  Luce 
came  yap  the  hard  way.  He  was  the  son 
of  a/nissionary.  He  went  into  the  maga¬ 


zine  business  shortly  after  World  War  I, 
and  he  has  built  up  an  empire  and  a 
powerful  financial  structure.  He  has 
amassed  great  wealth.  That  is  the 
American  way  of  life.  This  is  what  we 
hold  out  as  a  goal  before  many  Ameri¬ 
cans.  I  think  he  is  to  be  commended 
for  it. 

But  I  say  that  experience  has  shown 
that  Mr.  Henry  Luce,  the  husband  of  the 
nominee,  has  evidenced  consistently,  and 
almost  from  month  to  month,  the  same 
lack  of  objectivity  and  the  same  lack  of 
judgment  which  I  fear  are  characteristic 
of  the  nominee. 

I  will  not  gild  the  lily.  We  know  that 
Time  magazine  started  as  a  weekly  news 
magazine.  Many  years  ago  it  was  con¬ 
verted  into  a  journal  of  plutocratic 
opinion,  and  as  such  it  distorts  the  facts 
of  American  life  week  by  week  and 
month  by  month,  in  support  of  policies — 
no  doubt  honestly  held  by  its  publisher — 
which,  in  my  judgment  are  detrimental 
to  the  best  interests  of  the  United  States, 
policies  which  came  very  close,  no  more 
yran  a  month  ago,  to  getting  us  into. 

lat  might  well  have  turned  into  a  revo-/ 
lufiion  in  Bolivia,  or  perhaps  a  war.  Or 
diplomacy  was  held  up  to  scorn  oveir  a 
largeNarea  of  Latin  America.  Why? 
Becaus\of  the  desire  to  make  a  /slick 
chick”  wisecrack  in  a  widely  read/maga- 
zine  published  in  Spanish  throughout 
Latin  America,  and  repeated  in  the 
English  editiom 

We  know  what  happened^to  the  China 
policy  which  Mr.lmce  advocated.  At  the 
time  there  were  those  who  thought  that 
was  an  indication  oilack  of  objectivity 
and  lack  of  judgment  I  hope  we  are 
not  to  have  a  repetition,  in  Brazil  of  the 
situation  which  o/currechin  Bolivia,  un¬ 
der  a  Latin  American  policV  which  would 
carry  with  it  equally  disastrous  results. 

On  the  19tn  of  March  of  this  year  I 
had  occasion,  as  shown  on  pags  4112  of 
the  Congressional  Record,  to  insert  in 
the  Record  an  article  by  a  very  able  re¬ 
porter yon  the  Providence  Journal-Bul¬ 
letin/  This  article  was  an  effort  \to 
analyze  Time  magazine  in  an  articl 
which  was  subsequently  printed  in  the' 
lew  Republic.  I  invite  the  attention  of 
'my  colleagues  to  the  excerpts  from  that 
article  which  appear  upon  that  page  in 
the  Record.  I  read  the  concluding  para¬ 
graph,  which  is  a  quotation  from  the 
late  William  Allen  White: 

X  think  on  the  whole,  sooner  or  later,  the 
American  people  do  get  the  truth.  But  they 
often  get  it  when  it  is  cold  potatoes  and  does 
them  no  good. 

I  say  it  with  deep  regret,  but  I  do 
not  believe  that  the  affiliations  of  Mrs. 
Luce  and  the  attitude  of  mind  of  her 
husband — again,  no  doubt  honestly  held, 
because  he  thinks  that  is  the  way  to  do 
things — are  very  helpful  to  the  foreign 
policy  of  the  United  States.  Therefore 
I  am  reluctantly  compelled  to  vote 
against  confirmation  of  the  nomination 
of  Mrs.  Clare  Boothe  Luce  to  be  our 
Ambassador  to  Brazil,  on  the  ground 
that  the  record  shows  that  she  does  not 
have  the  necessary  experience,  objectiv¬ 
ity,  or  judgment,  and  that  her  relation¬ 
ship  with  the  Luce  newspaper  empire  is, 
in  my  judgment,  likely,  if  not  certain. 


to  hurt  the  status  of  the  United  Stat  _ 
in  the  country  to  which  she  seeks  Ac¬ 
creditation. 

LEGISLATIVE  SESSIOl 

Mr.  MANSFIELD.  Mr.  Provident,  so 
long  as  there  will  be  no  me Mre  speeches 
on  the  nomination  of  Mrs.  JEuce  today,  I 
move  that  the  Senate  resume  the  con¬ 
sideration  of  legislative  Jsusiness. 

The  motion  was  agreed  to;  and  the 
Senate  resumed  thtf  consideration  of 
legislative  business^ 


SECOND 

S 


APPRO - 


SUPPLEMENTAL 
P  DILATIONS,  1959 

The  PRESIDING  OFFICER.  The 
Chair  lays^oefore  the  Senate  the  unfin¬ 
ished  bufiness,  which  will  be  stated  by 
title. 

Th^  Legislative  Clerk.  A  bill  (H.R. 
59 lfn  making  supplemental  appropria¬ 
tions  for  the  fiscal  year  ending  June  30, 
959,  and  for  other  purposes. 

MODIFICATION  OF  REORGANIZA¬ 
TION  PLANS  NO.  II  OF  1939,  AND 
NO.  2  OF  1953— VETO  MESSAGE 
CS.  DOC.  NO.  25) 

The  PRESIDING  OFFICER  (Mr.  Can¬ 
non  in  the  chair)  laid  before  the  Senate 
the  following  message  from  the  Presi¬ 
dent  of  the  the  United  States,  which  was 
read,  and,  with  the  accompanying  bill, 
was  ordered  to  lie  on  the  table  and  to  be 
printed : 

To  the  Senate  of  the  United  States: 

I  return  herewith,  without  my  ap¬ 
proval,  S.  144,  “An  act  to  modify  Re¬ 
organization  Plan  No.  II  of  1939  and  Re¬ 
organization  Plan  No.  2  of  1953.” 

The  bill  provides  that,  in  the  approval 
and  disapproval  of  loans,  the  Adminis¬ 
trator  of  the  Rural  Electrification  Ad¬ 
ministration  (REA)  shall  not  be  subject 
to  the  supervision,  direction  or  other 
control  of  the  Secretary  of  Agriculture. 
In  all  other  respects  the  functions  and 
activities  of  the  REA  would  be  exercised 
within  the  Department  of  Agriculture 
under  the  general  direction  and  super¬ 
vision  of  the  Secretary. 

Were  S.  144  to  become  law  it  would 
mark  a  major  retreat  from  sound  ad¬ 
ministrative  policy  and  practice.  Twenty 
years  ago  the  REA,  then  an  independent 
agency,  was  by  reorganization  plan 
placed  within  the  Department  of  Agri¬ 
culture  and  under  the  general  direction 
and  supervision  of  the  Secretary.  The 
President,  in  his  message  transmitting 
Reorganization  Plan  No.  n  of  1939,  said 
that  the  proposed  reorganization  was 
for  the  “sole  purpose  of  improving  the 
administrative  management  of  the  exe¬ 
cutive  branch.” 

That  action  of  20  years  ago  accords 
entirely  with  the  later  finding  of  the 
first  Commission  on  Organization  of  the 
Executive  Branch  that: 

There  must  be  a  clear  line  of  authority 
reaching  down  through  every  step  of  the 
organization  and  no  subordinate  should  have 
authority  independent  of  that  of  his  supe¬ 
rior. 
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Because  S.  144  violates  this  sound 
injunction  I  am  compelled  to  disapprove 
it. 

Moreover,  there  is  nothing  in  the  re¬ 
cent  history  of  the  REA  which  affords 
any  basis  for  concluding  that  the  best  in¬ 
terest  of  the  agency  or.  the  public  would 
be  served  by  removing  the  Administra¬ 
tor’s  loan-making  authority  from  the 
general  direction  and  supervision  of  the 
Secretary  of  Agriculture. 

Tire  REA  since  its  inception  has 
moved  steadily  in  the  accomplishment 
of  its  mission.  When  the  agency  was 
established,  only  a  small  percentage  of 
the  Nation’s  farms  had  central  station 
electric  service.  Today  96  percent  of 
our  farmers  have  such  service  and  about 
one-half  the  increase  has  been  provided 
by  REA  financed  facilities. 

In  the  past  6  years  the  REA-financed 
systems  have  made  their  greatest 
progress.  Loans  of  more  than  a  billion 
dollars  have  been  made  in  this  period, 
nearly  half  as  much  as  was  loaned  by 
the  agency  in  the  previous  17%  years  of 
its  existence.  Power  sales  have  more  than 
doubled  since  1952,  loan  delinquencies 
have  been  reduced  to  the  vanishing  point 
and  the  net  worth  of  electric  borrowers 
has  more  than  tripled.  Plant  investment 
for  these  systems  has  more  than  doubled 
in  the  past  deacde.  The  REA  telephone 
loan  program,  authorized  in  1949,  has 
resulted  in  loan  approvals  which  now 
total  approximately  $500  million  and 
modern  dial  telephone  service  is  rapidly 
being  extended  to  the  Nation’s  rural 
areas. 

The  REA  has  been  working  well  and 
progressing  efficiently  under  the  exist¬ 
ing  administrative  arrangements.  The 
change  in  those  arrangements  proposed 
by  S.  144  would  be  contrary  to  the  pub¬ 
lic  interest. 

Dwight  D.  Eisenhower. 

The  White  House,  April  27, 1959. 

Mr.  HUMPHREY.  Mr.  President,  a 
copy  of  the  message  of  the  President  was 
made  available  earlier  today  to  Mem¬ 
bers  of  the  Senate.  Now  we  have  heard 
read  to  the  Senate  the  veto  message 
relating  to  Senate  bill  144. 

I  say  most  respectfully  that  the  mes¬ 
sage  does  not  get  to  the  heart  of  the 
proposed  legislation.  The  proposed  leg¬ 
islation  did  not  deal  with  the  number  of 
loans  that  had  been  made  or  the  amount 
of  the  loans,  or  the  purposes  for  which 
the  loans  had  been  made.  The  bill  was 
directed  toward  one  thing,  and  only  one 
thing,  namely,  the  possibility  of  political 
interference  in  the  granting  of  loans  by 
the  Rural  Electrification  Administration 
through  the  Secretary  of  Agriculture. 
The  legislation  was  directed  toward  the 
commitment,  which  had  been  given  by 
the  Secretary  of  Agriculture  to  the  Sen¬ 
ate  Committee  on  Government  Opera¬ 
tions,  at  the  time  the  Reorganization 
Plan  of  1953  went  into  effect,  that  if  any 
changes  were  to  be  made  in  the  admin¬ 
istrative  structure  of  REA  and  its  rela¬ 
tionship  to  the  Department  of  Agricul¬ 
ture,  the  appropriate  committees  of  Con¬ 
gress  would  be  notified  prior  to  those 
changes  being  made. 

Those  changes  were  made.  The  com¬ 
mittees  were  not  notified.  The  promise 


and  the  assurance  of  the  Secretary  of 
Agriculture  were  not  fulfilled,  and  the 
fears  of  many  Members  of  the  Senate, 
expressed  at  the  time  of  the  adoption 
of  the  reorganization  plan,  relating  to 
the  Department  of  Agriculture,  actually 
became  a  fact.  The  Secretary  of  Agri¬ 
culture.  appointed  an  officer  in  the  De¬ 
partment  of  Agriculture  with  jurisdiction 
over  the  Rural  Electrification  Adminis¬ 
trator,  who  is  a  presidential  appointee. 

Mr.  President,  I  recommend  that  Sen¬ 
ators  study  the  message  very  carefully, 
and  I  hope  that,  after  having  studied  it, 
my  colleagues  will  come  to  the  same 
conclusion  to  which  I  have  come  this 
afternoon,  namely,  that  the  message  does 
not  come  to  the  point  at  all  of  what  we 
are  attempting  to  do,  and  that  the  Presi¬ 
dent,  in  vetoing  S.  144,  insists  on  contin¬ 
uing  a  situation  which  is  frowned  upon 
and  looked  up  with  concern  and  worry 
by  the  REA’s  of  the  Nation.  I  hope, 
therefore,  that  the  policy  committee  of 
the  majority  will  take  the  stand  to  over¬ 
ride  the  veto.  It  is  about  time  that  Con¬ 
gress  made  up  its  mind  that  government 
by  veto  shall  come  to  an  end. 

From  time  to  time,  as  we  pass  effective 
legislation  in  th  Senate,  which  expresses 
the  will  of  those  of  us  who  have  gone 
out  and  talked  to  our  people  as  to  what 
a  Democratic  Congress  would  do,  we  are 
confronted  with  a  veto.  I  am  of  the 
opinion  that  the  time  is  at  hand  to  chal¬ 
lenge  the  veto.  I  for  one  am  prepared 
to  enter  that  battle.  Win  or  lose — and  it 
is  important  to  win — it  is  essential  that 
we  stand  up  now  and  see  whether  or  not 
we  shall  constantly  have  the  efforts  of 
the  Congress  stopped  dead  by  the  use  of 
the  veto  by  the  President  of  the  United 
States. 

Mr.  MANSFIELD.  Mr.  President,  will 
the  Senator  yield? 

Mr.  HUMPHREY.  I  yield. 

Mr.  MANSFIELD.  I  wish  to  asso¬ 
ciate  myself  with  the  remarks  made  by 
the  distinguished  Senator  from  Minne¬ 
sota.  It  is  about  time  that  we  face  our 
responsibility  in  connection  with  this 
legislation.  I  recall,  for  example,  on 
two  previous  occasions  when  the  Sena¬ 
tor  from  Minnesota  engineered  a  good 
farm  bill  through  the  Senate,  and 
when  eventually  both  bills  passed  Con¬ 
gress,  only  to  be  vetoed  by  the  President 
of  the  United  States.  No  effort  was 
made  on  the  part  of  Congress  to  over¬ 
ride  the  presidential  veto  of  the  only  two 
good  farm  bills  passed  in  the  6  years  of 
this  administration. 

So,  speaking  as  an  individual  Senator, 
I  wish  to  assure  the  Senator  from  Min¬ 
nesota  that  I  am  100  percent  with  him. 

I  hope  that  the  veto  by  the  President 
of  the  United  States  will  be  met  by  Con¬ 
gress  and  that,  win  or  lose,  we  face  our 
responsibility  on  this  issue. 

Mr.  HUMPHREY.  I  thank  the 
Senator. 

Mr.  DOUGLAS.  Mr.  President,  will 
the  Senator  yield? 

Mr.  HUMPHREY.  I  yield. 

Mr.  DOUGLAS.  I  wish  to  say  that  I 
wholeheartedly  concur  in  the  remarks 
made  by  the  Senator  from  Minnesota 
and  the  Senator  from  Montana.  It  is 
the  duty  of  Congress  to  pass  legislation 
which  in  its  opinion  is  best  for  the  Na- 
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tion.  Both  the  Senate  and  the  House,  by 
very  large  majorities,  showed  that  they 
did  not  believe  that  the  present  Secre¬ 
tary  of  Agriculture  should  have  veto 
power  in  connection  with  REA  projects. 

I  was  very  happy  to  vote  for  the 
Humphrey-Price  bill.  The  Record  shows 
that  the  Secretary  of  Agriculture  is  not 
friendly  to  REA,  that  he  is  particularly 
opposed  to  the  generating  and  trans¬ 
mission  activities  of  REA  co-ops;  that 
he  wants  to  raise  the  interest  rate  to 
unconscionable  heights  and,  if  possible, 
drive  REA  co-ops  into  the  private  money 
market,  where  they  would  probably  have 
to  pay  4  %  percent,  or  5  %  percent  inter¬ 
est;  and  that  at  the  very  least  he  would 
like  to  see  a  4  percent  interest  rate  if 
the  loans  were  continued  to  be  made  by 
the  Federal  Government. 

Of  course  it  is  true  that  interest  rates 
have  risen  in  the  last  few  years  both 
on  shorttime  and  on  longtime  borrow- 
ings  by  the  Federal  Government.  I  do 
not  believe,  however,  that  the  interest 
rate  exceeds  the  average  interest  rate 
on  shorttime  and  longtime  ioans.  The 
last  time  !  looked  at  it,  it  was  slightly 
less  than  3  percent. 

I  also  believe  that  there  should  be 
some  scaling  down  even  of  that  average, 
because  Congress,  in  the  Pace  Act  of 
1944,  required  the  REA  co-ops  to  pro¬ 
vide  full  area  coverage  and  to  take  in 
virtually  every  farmer  who  applies,  no 
matter  how  isolated  he  may  be  or  how 
far  away  he  may  be  from  the  distribu¬ 
tion  line.  In  my  State  of  Illinois,  which 
is  one  of  the  most  prosperous  farm 
States  in  the  country,  we  have  about 
three  REA  customers  to  the  mile  of  dis¬ 
tribution  line.  This  is  a  very  small  fig¬ 
ure.  In  other  words,  Congress  compels 
REA  co-ops  to  serve  large  groups  of 
people  whom  the  private  utilities  never 
would  have  served.  Under  those  con¬ 
ditions  it  is  proper  that  there  should  be 
a  subsidy  granted  to  the  REA  co-ops.  I 
furthermore  believe  that  in  the  case  of 
some  co-ops,  where  the  farm  population 
has  been  diminishing,  which  is  true  in 
the  southern  portion  of  my  State,  there 
should  be  a  second  scaling  down  of  the 
interest  rate. 

So,  I  believe  that  the  present  policy  of 
the  Secretary  of  Agriculture  is  unwise 
and  not  in  the  national  interest,  and 
therefore  the  veto  power  should  be 
taken  away  from  him.  I  hope  very 
much  that  the  Democratic  majority  will 
decide  to  try  to  override  the  veto  of  the 
President.  I  wish  to  say  that,  as  one 
humble  Member  of  the  Senate,  I  shall 
vote,  if  this  question  comes  before  us,  to 
override  the  veto. 

Mr.  GRUENING.  I  share  the  hope 
that  not  only  the  Democratic  majority 
but  also  Republican  Senators  will  par¬ 
ticipate  in  that  action.  I  say  that  be¬ 
cause  I  see  on  the  floor  my  very  good 
friend,  George  Aiken,  of  Vermont,  who 
has  played  a  very  active  part  in  making 
available  low  cost  electricity  to  sections 
of  the  country  which  would  never  have 
had  it  but  for  the  enlightened  policy  of 
the  Roosevelt  administration. 

Mr.  DOUGLAS.  I  wish  to  pay  tribute 
to  the  distinguished  Senator  from  Ver¬ 
mont,  and  I  have  been  paying  tribute  to 
him  in  this  regard  for  the  past  11  years. 
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He  has  been  one  of  the  stalwarts  in 
the  fight  to  see  that  fanners  of  the 
country  receive  low-cost  electricity. 
While  I  do  not  wish  to  embarrass  him  in 
any  way,  I  hope  that  he  also  will  vote 
to  override  the  President’s  veto. 

Mr.  GRUENING.  I  am  happy  that  the 
Senator  from  Vermont  is  on  the  floor,  so 
that  I  pay  tribute  to  his  long-time  rec¬ 
ord  in  this  field,  as  well  as  to  his  inde¬ 
pendence  in  breaking  with  the  admin¬ 
istration  when  it  was  following  an  un¬ 
wise  and  untenable  farm  policy.  I  am 
sure  we  can  count  on  him  again  on  this 
particular  issue. 

Mr.  AIKEN.  The  question  is,  What  is 
an  unwise  and  untenable  farm  policy?  I 
wish  I  knew.  With  regard  to  the  REA 
matter,  I  agree  wholeheartedly  with  what 
the  Senator  from  Illinois  was  expound¬ 
ing,  I  believe,  when  I  came  on  the  floor, 
with  reference  to  the  interest  rate 
charged  REA  co-ops.  We  know  that  if 
the  interest  rate  were  raised  to  4  V2  per¬ 
cent  or  5  percent  or  6  percent,  at  least  a 
third  of  the  REA  co-ops  in  the  country 
would  have  to  go  to  the  wall.  Possibly 
a  few  could  stand  it,  but  certainly  about 
a  third  could  not. 

However,  I  shall  have  to  part  company 
with  my  good  friend  from  Illinois  and 
my  good  friend  from  Alaska,  and  points 
between,  when  they  advocate  overriding 
the  veto.  In  my  opinion  the  bill  which 
takes  the  so-called  veto  power  from  the 
Secretary  of  Agriculture  and  places  full 
responsibility  for  loans  in  the  hands  of 
the  REA  Administrator  is  pretty  nearly 
meaningless  as  far  as  the  REA  program 
is  concerned. 

The  REA  Administrator  will  have  to 
get  through  the  Secretary  of  Agriculture 
the  money  he  needs  to  make  loans. 
There  is  one  thing  I  regret,  and  I  hope 
it  may  not  turn  out  as  I  think  possibly 
it  will.  I  am  afraid  we  are  not  unani¬ 
mous  in  our  feeling  that  the  REA’s  in¬ 
terest  rate  should  be  kept  low.  I  am 
simply  afraid  that  in  considering  a  bill 
like  the  one  just  vetoed,  which  actually 
does  not  do  anything  for  the  REA,  we 
shall  simply  be  affording  an  excuse  to 
vote  to  raise  interest  rates  and  to  do^ 
other  things  which  would  really  be  bad,' 
and  to  enable  Senators  to  point  to  this 
bill  and  say:  “I  supported  the  REA,  My 
vote  on  this  issue  proves  it.” 

I  may  be  wrong.  Perhaps  every  Sena¬ 
tor  who  votes  to  override  the  veto  of  this 
bill  will  also  vote  against  raising  interest 
rates  and  doing  other  things  to  the  REA 
which  would  not  be  so  good. 

Mr.  DOUGLAS.  Simply  because  peo¬ 
ple  take  one  step  in  virtue  should  not 
cause  the  Senator  from  Vermont  to  be¬ 
lieve  that  they  will  not  take  other  steps 
in  virtue.  I  should  think  the  Senator 
from  Vermont  would  welcome  the  over¬ 
riding  of  the  veto,  because  it  would  regis¬ 
ter  in  a  very  clear  way  that  Congress  did 
not  want  the  Secretary  of  Agriculture  to 
stifle  the  REA.  I  do  not  believe  the  Sen¬ 
ator  from  Vermont  wants  that  to  happen 
either. 

Mr.  AIKEN.  If  I  thought  that  every 
Senator  who  is  likely  to  vote  to  override 
the  veto  would  vote  against  raising  the 
interest  rates  of  REA  and  to  vote  against 
hamstringing  REA  in  every  way,  I  might 


be  tempted  to  vote  to  override  the  veto 
myself.  But  I  still  have  some  doubt  in 
my  mind  that  such  may  be  the  case. 

Mr.  DOUGLAS.  I  understand  the 
Senator  from  Vermont  has  pending  a 
resolution  to  override  the  opinion  of  the 
Comptroller  General.  I  will  support  the 
Aiken  resolution  when  it  comes  from  the 
committee  and  is  brought  before  the 
Senate  for  action.  I  hope  this  will  be  an 
evidence  of  good  faith  from  our  side  of 
the  aisle,  and  that  the  friends  of  REA 
on  the  other  side  of  the  aisle  will  forget 
partisan  advantage  and  join  with  us  to 
override  the  veto. 

Mr.  AIKEN.  The  one  thing  which 
bothers  me  is  what  the  Senator  from 
Illinois  just  said:  “When  the  resolution 
comes  from  the  committee.”  I  wish  we 
could  have  it  reported  by  the  committee, 
because  it  has  been  there  since  Jan¬ 
uary  14. 

I  see  the  Senator  from  Minnesota  in 
the  Chamber.  I  know  he  will  help  me. 
I  am  not  certain  that  the  committee 
must  have  a  quorum  to  vote  on  the  ques¬ 
tion,  but  I  think  the  committee  should 
consider  the  veto  of  the  bill  now  before 
us.  I  think  that  would  be  an  excellent 
time  also  to  vote  to  report  the  resolution 
which  has  been  lingering  in  the  commit¬ 
tee  since  January  14.  It  should  be  re¬ 
ported  by  the  committee  and  agreed  to 
by  the  Senate  in  order  to  remove  any 
shadow  of  doubt  about  the  legality  of  all 
REA  loans  which  have  been  made  up 
to  now  and  which  may  be  made  in  the 
future. 

Mr.  HUMPHREY.  Mr.  President,  will 
the  Senator  from  Alaska  yield? 

Mr.  GRUENING.  I  yield. 

Mr.  AIKEN.  I  would  be  much  more 
reconciled  to  overriding  the  veto  if  I 
were  assured  that  the  resolution  to 
which  I  have  referred  will  be  reported. 

Mr.  HUMPHREY.  I  will  join  with  the 
Senator  from  Vermont  to  have  that 
done.  I  think  the  Senator  is  correct. 

Mr.  YOUNG  of  Ohio.  Mr.  President, 
will  the  Senator  from  Alaska  yield? 

Mr.  GRUENING.  I  yield. 

Mr.  YOUNG  of  Ohio.  If  the  distin¬ 
guished  Senator  from  Illinois  is,  as  he 
has  said  he  is.  and  I  know  he  is,  a  hum¬ 
ble  Member  of  this  body,  then,  indeed, 
I,  as  the  junior  Senator  from  Ohio,  a 
new  Member  of  the  Senate,  am  an  ex¬ 
tremely  humble  Member  indeed. 

I  hold  in  the  highest  admiration  the 
statement  made  a  few  moments  ago  by 
the  senior  Senator  from  Minnesota  [Mr. 
Humphrey].  I  hope  the  leadership  of 
the  Senate  will  bring  before  this  body, 
and  soon,  the  question  of  overriding  the 
veto  by  the  President  of  a  meritorious 
bill.  I  say  this  as  one  who  years  ago, 
as  a  Representative  at  Large  from 
Ohio  in  the  other  body,  helped  to  draft 
the  Rural  Electrification  Administra¬ 
tion  law.  I  am  proud  to  say  that  as  a 
Member  of  the  other  body,  and  on  every 
yea  and  nay  vote,  I  supported  the  REA 
legislation. 

In  this  instance,  both  Houses  of  Con¬ 
gress  passed  a  meritorious  bill.  Whether 
we  have  the  votes  or  do  not  have  the 
votes  to  override  the  veto  of  the  Presi¬ 
dent  is  not  material.  What  is  material 
is  that  we  should  not  fold  in  this 
moment.  We  should  have  a  vote  on  the 
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question  of  overriding  the  veto.  I  hope 
that  will  be  soon.  , 

Mr.  BARTLETT.  Mr.  President,  will 
my  colleague  yield? 

Mr.  GRUENING.  I  am  happy  to  yield 
to  my  colleague  from  Alaska. 

Mr.  BARTLETT.  I  wish  to  give  to  the 
Senator  from  Vermont  one  ninety-eighth 
of  the  assurance  required. 

Mr.  AIKEN.  I  thank  the  Senator 
from  Alaska.  I  am  sure  that  when  and 
if  the  resolution  to  which  I  have  referred 
is  reported  to  the  Senate,  it  will  be  ap¬ 
proved  overwhelmingly,  because  it  means 
so  much,  not  only  to  the  future  of  the 
REA  program,  but  to  the  past,  as  well, 
which  has  been  put  under  shadows  by 
the  decision  of  the  Comptroller  General. 

Mr.  DOUGLAS.  The  best  way  to  have 
the  Aiken  resolution  reported  is  to  over¬ 
ride  the  President’s  veto  by  a  big  vote. 
That  will  be  a  clear  mandate  that  just 
as  we  do  not  want  the  Secretary  of  Agri¬ 
culture  to  hamstring  the  REA  progress, 
neither  do  we  want  the  Comptroller  Gen¬ 
eral  to  hamstring  the  program. 

If  we  override  the  veto  by  a  big  vote, 
it  will  then  be  possible  to  have  the  Aiken 
resolution  reported,  and  I  shall  be  very 
glad  to  vote  for  it. 

Mr.  GRUENING.  Mr.  President,  be¬ 
fore  passing  to  another  topic,  I  should 
like  to  associate  myself  with  the  remarks 
of  the  Senator  from  Minnesota  I  Mr. 
Humphrey]  and  other  Senators  who  have 
protested  against  the  President’s  veto  of 
the  Humphrey-Price  bill. 

REA  is  one  of  those  constructive,  in¬ 
ventive  actions  taken  by  the  Roosevelt 
administration  more  than  20  years  ago. 
It  has  revolutionized  the  agricultural 
sections  of  the  country  by  bringing  low- 
priced  electricity  to  the  farms.  It  is  a 
striking  fact  that  the  Eisenhower  ad¬ 
ministration,  while  accepting,  because  of 
their  overwhelming  and  popular  sup¬ 
port,  the  drastic,  far-reaching,  and 
beneficial  reforms  of  the  Roosevelt  ad¬ 
ministration,  and  being  unable  to  repeal 
them,  has  nevertheless,  somehow,  man¬ 
aged  consistently,  and  perhaps  not  too 
consistently,  to  weaken  them  by  admin¬ 
istrative  procedure. 

The  Humphrey-Price  bill  is  not  a  very 
drastic  measure;  it  is  simply  an  attempt 
to  diminish  and  forestall  the  administra¬ 
tion’s  efforts  gradually  to  wreck  REA. 
It  is  obvious  that  that  is  what  the  ad¬ 
ministration  is  trying  to  do  by  curtailing 
the  power  of  the  Administrator  to  make 
needed,  loans,  and  by  preparing  to  raise 
interest  rates,  as  it  has  done  throughout 
its  tenure,  for  the  benefit  of  vested- 
interest  groups.  Therefore,  I  sincerely 
hope  Congress  will  seriously  consider  the 
President's  veto  message  and  will  vote  to 
Override  the  veto. 


,  MILITARY  DEFENSE  OP  ALASKA 

Mr.  GRlTlKtlNG.  Mr.  President,  Unf 
New  York  Timbtyesterday  prmted  a 
letter  signed  by  tmNtwo  Semjidfs  from 
Alaska  and  the  Alask&Ngel5resentative 
in  the  House  taking  i#Sue'-\iQth  state¬ 
ments  in  an  articlepfrfiblished  byrthe  New 
York  Times’  military  expert,  HansolxW. 
Baldwin.  Irt isk  unanimous  consent  tfr 
have  thirfetter  printed  at  the  conclusion 
of  mj^remarks. 
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[IGHLIGHTS :  Senate  overrode  President 1 s  \/to  of  REA  loan  approval  bill.  House 

:ommittee  ordered  reported  tobacco  and  f/dgrains  price  support  bills.  Senate  de- 
>ated  second  supplemental  appropriatioiy4>ilry  Rep.  McGovern  urged  Congress  to 
>verride  veto  of  REA  loan  approval  biLa.  Rep\ Mclntire  commended  Secretary's  pro- 
>osed  national  forest  program.  Hous/  commit tee\reported  Labor-Hew  appropriation 
)ill.  Sen.  Humphrey  and  Reps.  Johnson,  Wis.,  an\lCastenmeier  introduced  and  Sen. 
^imphrey  discussed  dairy  stabiliz/ion  bills. 


1.  ELECTRIFICATION.  Overrode,  64  to  29,  the  President's  veto  of  S.  144,  to  give 
the  REA  Administrator  additional  authority  over  the  approval  of  loans.  Sens. 
Dirksen,  Anderson,  Hickenlooper ,  and  Aiken  defended  the  President's  action. 
Sens.  Humphrey  and  Symington  urged  that  the  veto  be  overridden,  pp.  6211-5 


EMENTAL  APPROPRIATION  BILL.  Began  debate  on  this  bill,\H.  R.  5916, 
'o  the  Committee  amendments  en  bloc,  (See  Digest  59  for  a  summary  of 

pp.  6216-24,  6,226-35 


SECOND  SU 
Agreed  _ _ 

the  bill  as  reported  by  the  Appropriations  Committee.) 


\ 


WATE&  RESOURCES.  Agreed  to,  without  amendment,  S.  Res.  Ill,  to  increase  b^e 
/ibership  of  the  S.  Select  Committee  on  National  Water  Resources  by  4  ad </- 
,_ional  members  to  be  named  by  the  Vice  President.  The  resolution  had  been  Sub¬ 
mitted  earlier  in  the  day  by  Sen.  Murray,  pp.  6197-8  \ 


2 


y,  farm  program. 


4.  FARM  PROGRAM.  Sen.  Proxmire  inserted  an  article,  "The  Poverty  of  Abunda/ce, 
critical  of  the  Secretary’s  farm  policies,  pp.  6190-3 


8. 


\ 


5.  PRICES.  Sen.  Butler  inserted  a  University  of  Pittsburg  professor's  Vetter, 
"Administered  Prices,"  stating  that  "administrative  pricing  is  an  ^ntegral 
part  of  dt^r  society."  p.  6238 

Sen.  Butler  commended  the  American  Can  Co.  for  reducing  the  p£ice  of  cam 
"used  for  poking  the  fruits  and  vegetables  constituting  a  maj^r  portion  of 
the  average  family's  food  budget."  p.  6240 


6.  FOREIGN  AID.  Seri-  Morse  inserted  a  newspaper  article,  "The/Annual  Headache, 
discussing  the  proposed  mutual  security  bill.  p.  6199 


7.  FARM  PRICES.  Sen.  Carlson  inserted  a  local  Kan.  Farmers/Union  resolution 

urging  that  "Congress\pass  legislation  to  encourage  aj/  upward  trend  in  farm 
prices."  p.  6171 


SUGAR.  Received  a  Salt  Lake  City,  Utah,  sugar  workers  union  resolution  favo: 
ing  enactment  of  legislation  to  extend  the  Sugar/Act.  p.  6170 


9.  SALINE  WATER;  RESEARCH.  Received  a  Calif.  Legislature  resolution  urging  tha 
Antioch,  Calif.,  be  selected  aV,  a  site  for  apt  experimental  saline  brackish 
water  conversion  plant.  p.  61 /( 


10.  FOREIGN  AFFAIRS.  Sen.  Neuberger  inserted  /an  article  by  the  American  Assoc, 
for  the  United  Nations  on  the  achievements  of  the  U.  N. ,  including  a  review 
of  economic  assistance  to  foreign  couiatries  and  U.  S.  contributions  to  the 
U.  N. ,  including  the  Food  and  Agriculture  Organization,  pp.  6200-02 

Both  Houses  received  from  the  State  Department  a  proposed  bill  "to  promo 
the  foreign  policy  of  the  United  SfcAtes  by  amending  the  U.  S.  Information 
and  Educational  Exchange  Act  of  1^48";  to  K  Foreign  Affairs  and  S.  Foreign 
Relations  Committee,  pp.  6169,  J6247 


11.  FISH  AND  WILDLIFE.  Sen.  Gruenihg  commended  Secretary  of  Interior  Seaton  for 
certifying  "that  Alaskans  haj/e  made  adequate  provision  for  the  administrati 
management,  and  conservation  in  the  broad  national  interest  of  the  fish  and 
wildlife  resources  of  Alaska"  which  "will  mean  that,  these  important  resourc 
which  heretofore  have  be/n  administered  wholly  by  the  Federal  Government, 
will  shortly  hereafter  pe  a  responsibility  of  the  Sta^e  of  Alaska."  pp, 
6199-6200 

Both  Houses  received  from  the  Secretary  of  the  Interior  a  letter  certify 
that  the  Alaska  State  Legislature  has  made  adequate  provision  for  the  admin 
istration,  management,  and  conservation  of  the  fish  and  wiLdlife  resources 
of  Alaska;  to  H.  /Merchant  Marine  and  Fisheries  and  S.  Inter^ate  and  Foreig 
Commerce  Commit  J^ees.  pp.  6169,  6247 


HOUSE 


\ 

12.  TOBACCO;  FEEb  GRAINS.  The  Agriculture  Committee  ordered  reported  with  amend 
ment  H.  &/  5058,  to  modify  present  provisions  for  determining  the  level  of 
support  /£or  tobacco;  and  H.  R,  5432,  to  provide  that  the  price  support^  for 
oats,  y^re,  barley,  and  grain  sorghums  shall  be  established  on  the  basiss,  of 
the  feeding  value  of  the  commodity  in  relation  to  corn.  p.  D291 


13.  APPROPRIATIONS,  The  Appropriations  Committee  reported,  without  amendment, 
H/  R.  6769,  making  appropriations  for  Labor-HEW  for  the  fiscal  year  1960 
(H.  Rept.  309).  p.  6247 
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\  The  PRESIDING  OFFICER.  With¬ 
out  objection,  it  is  so  ordered. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dents  ask  unanimous  consent  that  the 
President  be  immediately  notified  of  the 
confirmation  of  these  nominations. 

The  PRESIDING  OFFICER.  Without 
objection,  \he  President  will  be  notified 
forthwith.  \ 

LEGISLATIVE  SESSION 

Mr.  J OHNSONSpf  Texas.  Mr.  Presi- 
dent,  I  move  that  the  Senate  resume  the 
consideration  of  legislative  business. 

The  motion  was  agreed  to;  and  the 
Senate  resumed  the  ^consideration  of 
legislative  business.  \ 


MESSAGE  FROM  TIIE\H0USE‘ 

A  message  from  the  HouseVf  Repre¬ 
sentatives,  by  Mr.  Bartlett,  one  of  its 
reading  clerks,  communicated  the 
Senate  the  intelligence  of  the  death  of 
Hon.  James  G.  Polk,  late  a  Representa¬ 
tive  from  the  State  of  Ohio,  and  trans¬ 
mitted  the  resolutions  of  the  House 
thereon.  \ 


MODIFICATION  OF  REORGANIZA¬ 
TION  PLANS  H  OF  1939,  AND  NO.  2 

OF  1953— VETO  MESSAGE  (S.  DOC. 

25) 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  ask  that  the  President’s  veto 
message  withholding  his  approval  from 
Senate  bill  144  be  laid  before  the  Senate. 

The  PRESIDING  OFFICER  (Mr. 
Hart  in  the  chair)  laid  before  the  Sen¬ 
ate  the  message  from  the  President  of 
the  United  States  withholding  his  ap¬ 
proval  from  Senate  bill  144,  to  modify 
Reorganization  Plan  No.  II  of  1939,  and 
Reorganization  Plan  No.  2  of  1953,  which 
was  read. 

(For  veto  message,  see  Congressional 
Record  of  April  27,  1959,  p.  6120.) 

The  Senate  proceeded  to  a  reconsid¬ 
eration  of  the  bill. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  ask  unanimous  consent  that  de¬ 
bate  be  limited  to  30  minutes,  the  time 
to  be  divided  equally  between  the  ma¬ 
jority  leader  and  the  minority  leader. 

The  PRESIDING  OFFICER.  Is  there 
objection?  The  Chair  hears  none,  and 
it  is  so  ordered. 

The  time  of  30  minutes  is  divided 
equally. 

The  question  is.  Shall  the  bill  pass, 
the  objections  of  the  President  of  the 
United  States  to  the  contrary  notwith¬ 
standing? 

Mr.  DIRKSEN.  Mr.  President,  the 
time  for  debate  has  been  fixed  at  30 
minutes  with  15  minutes  to  each  side. 
At  the  end  of  the  debate  we  shall  vote 
on  the  President’s  veto  of  the  REA  reor¬ 
ganization  bill.  The  veto  message  is 
short,  and  it  seems  to  me  that  it  states 
the  whole  case  very  well.  In  returning 
the  bill  without  his  approval  the  Presi¬ 
dent  analyzes  the  whole  matter  when  he 
says : 

The  bill  provides  that.  In  the  approval 
and  disapproval  of  loans,  the  Administrator 
of  the  Rural  Electrification  Administration 
(REA)  shall  not  be  subject  to  the  supervi¬ 


sion,  direction  or  other  control  of  the 
Secretary  of  Agriculture.  In  all  other  re¬ 
spects  the  functions  and  activities  of  the 
REA  would  be  exercised  within  the  Depart¬ 
ment  of  Agriculture  under  the  general  direc¬ 
tion  and  supervision  of  the  Secretary. 

Mr.  ALLOTT.  Mr.  President,  may  we 
have  order? 

The  PRESIDING  OFFICER.  The 
Senator  from  Illinois  will  suspend  until 
the  Senate  is  in  order.  The  Senate  will 
be  in  order.  The  Senator  from  Ilinois 
may  now  proceed. 

Mr.  DIRKSEN.  The  President  uses 
one  phrase  which  I  believe  expresses  the 
whole  story.  He  states  that  the  enact¬ 
ment  of  the  bill  into  law  would  mark  “a 
major  retreat  from  sound  administra¬ 
tive  policy  and  practice.” 

I  thoroughly  concur  in  the  sentiment 
expressed  by  the  President  in  his  mes¬ 
sage.  I  point  out  that  REA  was  placed 
in  the  Department  of  Agriculture,  under 
the  Secretary  of  Agriculture,  20  years 
ago.  It  was  done  in  the  administration 
of  Franklin  Roosevelt.  It  has  worked 
well,  and  it  is  working  well  today.  The 
operation  is  quite  in  accord  with  the  rec¬ 
ommendation  which  was  made  by  the 
^Commission  on  Organization  of  the  Ex¬ 
ecutive  Branch.  They  felt  that  one  of 
the  weaknesses  in  the  executive  branch 
of  the  Government  was  the  lack  of  a 
clear  line  of  responsibility  from  the  top 
to  the  bottom  in  some  of  our  agencies 
and  departments. 

In  placing  REA  in  the  Department  of 
Agriculture,  with  authority  vested  in  the 
Secretary,  we  conformed  to  the  recom¬ 
mendation  of  that  Commission,  consist¬ 
ing  of  some  of  the  finest  administrative 
brains  in  the  country,  and  we  followed 
out  a  long  line  of  practice  which  goes 
back  to  the  Roosevelt  administration. 
Nothing  has  appeared  in  the  record  to 
indicate  that  the  bill  should  have  been 
enacted  by  Congress  in  the  first  instance. 

The  REA  Administrator  appeared  be¬ 
fore  the  committee,  and  among  other 
things  he  said  that  the  Secretary  and 
the  Director  have  never  interfered  with 
his  position  and  that  he,  the  Adminis¬ 
trator,  makes  the  loans.  I  point  out  that 
there  is  something  more  involved  here 
than  just  this  matter. 

If  we  can  do  this  in  this  instance, 
what  is  to  prevent  us  from  saying  to 
Secretary  Seaton,  of  the  Department  of 
the  Interior:  “You  supervise  and  control 
all  of  the  Interior  Department  except 
projects  which  come  within  the  jurisdic¬ 
tion  of  the  Bureau  of  Reclamation”? 
What  is  to  permit  Congress  from  saying 
to  the  Secretary  of  the  Treasury:  “You 
run  your  show,  but  when  it  comes  to 
loans  for  defense  purposes,  you  shall 
have  nothing  to  say  about  them”?  What 
is  to  prevent  Congress  from  saying  to 
Secretary  Benson,  “You  run  your  show, 
but  when  it  comes  to  loans  made  under 
the  Farmers  Home  Administration, 
there,  of  course,  you  shall  have  nothing 
to  say  whatever”? 

This,  then,  becomes  a  weapon,  which, 
in  my  judgment  sets  a  dangerous  prece¬ 
dent  which  will  one  day  haunt  the  Na¬ 
tional  Legislature  if  it  fails  to  sustain 
the  veto  today. 

Mr.  ANDERSON.  Mr.  President,  will 
the  Senator  yield? 
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Mr.  DIRKSEN.  I  yield  to  the  Sena¬ 
tor  from  New  Mexico. 

Mr.  ANDERSON.  The  Senator  from 
Illinois  was  a  Member  of  Congress  dur¬ 
ing  the  time  I  was  Secretary  of  Agricul¬ 
ture.  At  that  time  the  Administrator  of 
the  Rural  Electrification  Administration 
had  the  same  authority  he  now  has. 
Certain  authority  would  be  taken  away 
from  the  Secretary  of  Agriculture  by  the 
bill.  I  do  not  like  to  embarrass  the 
Senator  from  Illinois,  but  did  the  Ad¬ 
ministrator  have  any  complaints  from 
any  of  the  Senator’s  constituents  that 
the  Secretary  of  Agriculture  then  was 
interfering  with  the  work  of  the  Rural 
Electrification  Administration?  I  can 
only  say  to  the  Senator  from  Illinois 
that,  so  far  as  I  recall  I  never  interfered 
with  a  single  loan  made  by  the  Rural 
Electrification  Administrator,  except  one 
time,  and  then,  on  that  loan,  he  subse¬ 
quently  told  me  he  thought  I  was  right. 
I  gave  him  support  hundreds  of  times 
when  he  needed  help  in  particular  sit¬ 
uations.  I  believe  that  the  Secretary 
of  Agriculture  can  help  more  than 
hinder  the  Administrator  if  he  has  the 
authority  which  he  now  has  and  which 
he  would  lose  if  the  Humphrey  bill  were 
enacted.  Therefore,  I  say  to  the  Sena¬ 
tor  from  Illinois  that  I  intend  to  support 
the  veto  of  the  President  of  the  United 
States. 

Mr.  DIRKSEN.  I  remember  when  the 
distinguished  Senator  from  New  Mexico 
became  the  Secretary  of  Agriculture 
while  we  were  both  in  the  House  of 
Representatives.  I  remember  the  days 
when  we  stood  together  on  the  House 
Appropriations  Committee,  and  I  recall 
many  felicitous  conferences  we  had  when 
he  was  Secretary  of  Agriculture  and  I 
was  chairman  of  the  Subcommittee  on 
Agricultural  Appropriations  of  the  Com¬ 
mittee  on  Appropriations.  We  always 
found  a  common  ground.  We  did  so  be¬ 
cause  the  line  of  authority  ran  from  the 
top  to  the  bottom  whenever  any  difficulty 
arose. 

That  is  all  that  the  President  of  the 
United  States  is  asking  for  with  respect 
to  the  veto.  It  ought  to  be  sustained. 

No  case  can  be  made  that  the  REA 
has  suffered  as  a  result  of  the  present 
arrangement.  The  power  output  has 
doubled.  In  the  past  6  or  7  years  the 
agency  made  the  greatest  progress  it  has 
ever  made.  In  excess  of  a  billion  dol¬ 
lars  have  been  loaned.  There  has  been 
no  interference.  Delinquencies  are  al¬ 
most  at  the  vanishing  point.  The  net 
worth  of  the  cooperatives  has  practi¬ 
cally  tripled.  There  has  been  no  quar¬ 
rel  whatever  on  that  score.  There  has 
been  a  little  difficulty  with  respect  to 
a  cooperative  in  Indiana.  Suddenly 
there  comes  a  proposal  to  shear  a  Cab¬ 
inet  member  of  his  authority  over  a  com¬ 
ponent  agency. 

I  wonder  what  would  be  said  if  in  a 
large  corporation  the  board  of  directors 
said  to  the  president,  "You  run  the  show, 
but  you  will  have  nothing  to  say  about 
the  sales  department.”  How  efficient 
would  it  be?  How  far  would  any  sug¬ 
gestion  like  that  get?  Yet  it  is  proposed 
to  say  to  a  Cabinet  member,  "You  can 
supervise,  you  can  do  all  these  things, 
but  you  cannot  touch  a  very  important 
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function  in  one  of  your  component  agen¬ 
cies.” 

I  point  out  that  under  the  law  the  REA 
Administrator  is  appointed  for  10  long 
years.  He  cannot  be  disciplined  by  the 
Secretary.  He  cannot  be  removed.  I 
can  think  of  all  sorts  of  difficulties  which 
might  arise  unless,  in  the  first  instance, 
there  is  supervisory  authority  from  top 
to  bottom,  so  that  difficulties  will  never 
eventuate  and  have  to  fall  into  the  lap 
of  the  President  of  the  United  States.  It 
is  bad  practice  to  enact,  his  kind  of  leg¬ 
islation. 

I  hope  that  as  we  realize  the  long- 
range  implications  of  the  bill  there  will 
be  enough  votes  in  the  Senate  today  to 
sustain  the  veto  of  the  President  of  the 
United  States. 

Mr.  HICKENLOOPER.  Mr.  Presi¬ 
dent,  I  agree  with  what  the  Senator 
from  Illinois  has  said,  and  also  with 
what  the  Senator  from  New  Mexico  has 
said.  As  a  Senator  who  favored  the 
establishment  of  a  separate  agency  for 
REA  when  the  issue  was  before  the  Sen¬ 
ate  a  few  weeks  ago,  I  voted  against  the 
bill  as  it  passed,  which  left  REA  in  the 
Department  of  Agriculture  but  took 
away  from  the  Secretary  any  rights  to 
loan  supervision. 

I  believe  that  the  bill  as  it  passed 
fails  to  provide  good  administrative 
practice.  What  it  proposes  is  not  good 
business  practice  in  any  sense  of  the 
term. 

As  I  said  a  moment  ago,  I  favored 
establishing  a  separate  agency,  if  that 
is  what  they  wanted,  but  not  to  leave  it 
in  the  Department  of  Agriculture  and 
shear  the  head  of  the  Department  of  ad¬ 
ministrative  power  while  at  the  same 
time  he  had  the  responsibilities  as  head 
of  that  Department. 

I  believe  the  President’s  veto  is  ut¬ 
terly  sound,  and  I  certainly  hope  that  it 
will  be  sustained.  It  is  a  matter  of 
good  business,  good  administrative  pol¬ 
icy,  and  plain  commonsense. 

Mr.  ANDERSON.  I  find  myself  in 
agreement  with  what  the  Senator  from 
Iowa  has  said.  I  did  not  vote  for  a 
separate  agency.  However,  if  we  are* 
to  give  a  man  authority  and  put  him 
off  by  himself,  we  should  provide  him 
a  separate  agency.  However,  if  he  is 
supposed  to  be  under  the  head  of  a 
department,  we  had  better  let  the  head 
of  the '  department  have  some  jurisdic¬ 
tion  over  him. 

I  am  a  member  of  the  Committee  on 
Interior  and  Insular  Affairs,  and  I  am 
very  much  interested  in  reclamation,  as 
most  Senators  know.  I  would  not  for 
a  moment  favor  legislation  which  would 
give  Mr.  Dominy,  who  is  the  new  head 
of  the  Bureau  of  Reclamation,  authority 
to  decide  what  reclamation  projects 
shall  go  through,  with  the  Secretary  of 
the  Interior  having  no  authority  over 
that  subject. 

I  could  go  through  the  other  Depart¬ 
ments.  My  friend  Bob  Anderson  has 
authority  over  the  Treasury  Depart¬ 
ment.  I  would  not  think  of  setting  up  a 
Bureau  of  Internal  Revenue,  so  that  the 
Director  of  that  Bureau  would  be  under 
the  Secretary  of  the  Treasury  but  that 
the  Secretary  of  the  Treasury  could 


never  have  a  word  to  say  to  him.  He 
might  be  appointed  for  10  years. 

That,  I  think,  is  the  tragic  adminis¬ 
trative  error  which  is  contained  in  the 
bill  which  was  passed  and  which  the 
President,  most  properly,  has  vetoed. 

Mr.  HUMPHREY.  Mr.  President,  the 
majority  leader  is  in  control  of  the  time 
on  this  side,  but  he  has  given  me  the 
privilege  of  using  some  of  it.  I  yield 
myself  5  minutes. 

I  have  listened  to  the  arguments 
which  have  been  advanced  again  today 
in  support  of  the  President’s  veto  mes¬ 
sage.  The  arguments  are  the  same  as 
were  made  at  the  time  S.  144  was  passed. 
Let  us  look  at  them  for  a  moment. 

I  know  there  is  serious  concern  in  this 
body  over  the  administrative  practice. 
The  truth  is  that  there  was  a  group  of 
Senators  who  wanted  a  completely  inde¬ 
pendent  agency  for  REA.  The  argu¬ 
ment  for  the  independent  agency  was 
as  follows:  That  the  REA  is  a  bank,  in 
fact;  that  REA  is  in  the  business  of 
lending  money;  and  that,  therefore, 
REA  should  be  separate  and  distinct 
from  and  clear  of  any  political  consid¬ 
eration. 

Congress,  in  establishing  REA,  pro¬ 
vided  that  the  Administrator  would  be 
appointed  on  a  nonpartisan,  10-year 
basis,  so  that  no  matter  what  adminis¬ 
tration  was  in  power,  the  REA  adminis¬ 
trator  would  have  more  years  of  tenure 
of  position  than  the  two  terms  of  any 
administration.  This  is  the  only  way 
we  have  of  insulating  an  administratve 
agency  from  political  control. 

I  repeat:  There  is  a  strong  feeling  in 
the  Senate  that,  on  the  one  hand,  REA 
should  be  in  the  Department  of  Agricul¬ 
ture,  with  which  I  agree.  On  the  other 
hand,  there  is  a  feeling  that  REA  should 
be  a  completely  independent  agency. 
So  what  was  done  by  S.  144  was  to  keep 
REA,  for  purposes  of  accounting,  per¬ 
sonnel,  bookkeeping,  budgeting,  and  pre¬ 
sentation  of  REA  policy  to  Congress  un¬ 
der  the  jurisdiction  of  the  Secretary  of 
Agriculture.  That  fulfills  the  require¬ 
ment  of  the  Hoover  Commission  in  its 
relationship  to  what  is  called  good  house¬ 
keeping — the  housekeeping  functions  of 
an  agency  within  a  department. 

The  second  feature  which  was  recom¬ 
mended  by  certain  Senators — and  I  be¬ 
lieve  a  substantial  number  voted  for  it — 
was  an  independent  agency,  which  made 
REA,  so  far  as  its  loanmaking  functions 
are  concerned,  and  so  far  as  the  granting 
of  funds  to  local  rural  cooperatives  is 
concerned,  independent  of  any  kind  of 
political  control.  The  REA  Adminis¬ 
trator  has  complete  authority,  as  he  had 
at  the  inception  of  the  REA  act.  Sec¬ 
ond,  the  REA  Administrator  has  com¬ 
plete  authority,  as  he  had  under  the 
Reorganization  Act  of  1939. 

Why  was  it  that  S.  144  was  brought 
before  us?  Because  at  the  time  of  the 
Reorganization  Act  of  1953,  the  Secre¬ 
tary  of  Agriculture  said,  and  the  record 
so  reveals,  that  if  any  administrative 
changes  were  to  be  made  in  REA — ad¬ 
ministrative  changes  about  which  many 
Senators  worried,  and  so  expressed 
themselves — the  Secretary  would  notify 
the  appropriate  committees  of  Congress 
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before  anything  was  done.  He  also  said 
he  intended  to  do  nothing  in  that 
respect.  He  intended  only,  as  he  said, 
under  the  terms  of  the  overall  Reorgan¬ 
ization  Act,  to  keep  REA  as  it  was  under 
the  act  of  1939. 

What  happened?  The  Secretary  of 
Agriculture  did  do  something.  He  ap¬ 
pointed  a  man  who  did  not  require  Sen¬ 
ate  confirmation  to  be  the  supervisor  of 
all  farm  credit  services.  One  of  those 
farm  credit  services  was  REA.  That 
supervisor,  a  Mr.  Scott,  who,  I  am  cer¬ 
tain,  is  a  very  fine  man,  found  himself 
in  the  position  of  having  supervisory 
control  over  a  presidentially  appointed. 
Senate-confirmed  REA  Administrator. 
In  other  words,  for  the  first  time  since 
the  beginning  of  REA,  an  official  was  ap¬ 
pointed  who  had  supervisory  power  over 
the  REA  Administrator  exclusive  of  the 
Secretary  of  Agriculture. 

The  Senator  from  Georgia  [Mr.  Rus¬ 
sell]  testified  before  our  committee  as 
to  the  possibilities  of  this  happening. 
Other  Senators  did  the  same.  The  Sec¬ 
retary  assured  them  it  would  not  hap¬ 
pen.  The  Secretary  assured  me  that  it 
would  not  happen.  But  it  did.  There¬ 
fore,  what  we  have  attempted  to  do  is 
to  protect  the  administrative  soundness 
of  this  agency,  on  the  one  hand,  and  the 
fiscal  independence  of  the  agency,  on 
the  other  hand. 

The  PRESIDING  OFFICER.  The 
time  of  the  Senator  from  Minnesota  has 
expix-ed. 

Mr.  HUMPHREY.  I  yield  myself  2 
minutes  more. 

This  procedure  is  not  unusual.  The 
best  argument  which  can  be  made  in 
this  body  is  for  an  independent  REA 
agency,  in  terms  of  the  complete  inde¬ 
pendence  of  the  agency.  But  that  would 
violate  what  are  called  administrative 
procedures  of  management,  personnel, 
budgeting,  and  accounting. 

I  call  the  attention  of  the  Senate  to 
the  fact  that  the  Small  Business  Admin¬ 
istration  grants  money  and  makes  loans. 
It  does  not  have  over  it  a  Secretary  who 
has  the  right  to  counteract  the  making 
of  such  loans  or  grants.  The  Small  Busi¬ 
ness  Administration,  which  is  a  loan¬ 
making  agency,  and  has  on  its  board  the 
Secretary  of  Commerce,  does  not  permit 
the  Secretary  of  Commerce  to  deny  the 
making  of  loans. 

We  are  asking  the  same  thing  for 
REA :  That  the  REA  Administrator,  who 
is  not  a  political  appointee,  whose  term 
overlaps  those  of  the  Secretai’y  of  Agri¬ 
culture  and  the  President,  be  granted 
complete  independence  in  the  loaixmak- 
ing  functions. 

Let  us  considex’  another  great  agency 
in  the  Government.  I  should  like  to 
know  how  some  Senators  would  feel  if 
TVA  were  under  the  thumb  of  the  Sec- 
retary  of  the  Intei’ior  in  some  of  its 
activities  relating  to  its  financing.  No; 
they  want  independence  for  TVA  when 
it  comes  to  its  financing.  So  do  I.  I 
think  this  is  exactly  where  a  soxxnd  prin¬ 
ciple  of  fiscal  management  is  involved. 
We  do  not  want  to  have  political  con¬ 
siderations  advanced  where  loans  or 
grants  are  to  be  made  available.  That 
is  why  we  have  selected  means  and 
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methods,  in  this  particular  measure,  to 
keep  the  administration  of  REA  in  the 
Department  of  Agriculture,  but  the  loan¬ 
making  functions  in  the  independence 
of  the  REA  Administrator. 

No  one  is  trying  to  insult  the  Secre¬ 
tary  of  Agriculture.  No  one  is  trying 
to  say  there  has  been  corruption  in 
REA,  or  even  mismanagement.  All  we 
are  saying  is:  An  ounce  of  prevention  is 
worth  a  pound  of  cure. 

We  are  saying  that  some  Senators  in 
1953  were  worried  that  someone  would 
tamper  with  REA,  and  found  their  wor¬ 
ries  being  fulfilled.  There  was  some 
tampering.  The  agreement  was  not 
kept.  What  we  are  doing  is  exactly 
what  was  done  in  1939,  because  from 
1939  to  1953,  while  it  is  true  that  the 
Secretary  of  Agriculture  had  the  over¬ 
all,  general  supervision,  he  did  not  ap¬ 
point  somebody  to  be  supervisor  over 
REA,  as  in  the  present  situation.  He 
.  left  the  REA  autonomous;  he  left  it  inde¬ 
pendent.  What  we  are  attempting  to 
do  is  to  blend  the  original  act  of  1936 
with  the  Reorganization  Act  of  1939. 
Both  of  them  were  sound.  Both  of  them 
worked  well.  I  think  we  have  a  good 
objective. 

I  regret  that  the  President  has  seen 
fit  to  veto  the  bill,  because  the  bill  does 
not  violate  sound  principles  of  adminis¬ 
tration.  If  it  does  violate  sound  prin¬ 
ciples  of  administration,  then  so  does 
the  Small  Business  Administration;  so 
does  the  Housing  and  Home  Finance  Ad¬ 
ministration.  I  think  the  bill  contains 
good  principles,  principles  which  should 
be  maintained. 

The  PRESIDING  OFFICER.  The  ad¬ 
ditional  time  of  the  Senator  from  Minne¬ 
sota  has  expired. 

Mr.  DIRKSEN.  Mr.  President,  will 
the  Senator  from  Minnesota  yield?  I 
had  3  minutes,  which  I  have  already 
yielded. 

Mr.  HUMPHREY.  I  yield. 

Mr.  DIRKSEN.  There  is  no  analogy 
between  REA  and  TVA.  TVA  is  an  inde¬ 
pendent  body,  created  by  Congress.  It 
has  always  been  independent. 

But  the  REA  is  a  component  agency 
in  a  Cabinet  Department,  and  there  is  no 
analogy  whatsoever  between  it  and  the 
TVA. 

Mr.  HUMPHREY.  I  say  most  respect¬ 
fully  that  in  the  financing  functions  of 
the  two  there  is  an  analogy.  The  analogy 
is  that  when  it  comes  to  the  money  the 
REA  is  a  loaning  agency,  and  the  TVA 
is  a  financing  agency.  Furthermore,  I 
point  out  that,  under  the  urging  of  the 
Senator  from  Nebraska  [Mr.  Curtis] 
and  the  Senator  from  Georgia  [Mr.  Rus¬ 
sell]  we  have  taken  the  first  step,  name¬ 
ly,  that  of  preserving  the  independence 
of  the  loan-making  functions  of  the  Ad¬ 
ministrator.  Then  we  have  taken  the 
second  step;  we  have  acted  on  the  basis 
of  the  recomendations  of  the  Hoover 
Commission  reports — in  particular,  one 
of  the  fundamental  principles  of  those 
reports,  to  the  effect  that  the  housekeep¬ 
ing  functions,  the  budgeting,  the  pur¬ 
chasing,  the  procurement,  the  minutia — 
the  total  functions  of  the  administra¬ 
tion — be  kept  within  the  Department  of 
Agriculture. 


This  measure  provides  for  good  ad¬ 
ministration,  and  at  the  same  time  it 
protects  the  independence  of  the  REA  in 
its  vital  function  of  granting  loans. 

Mr.  DIRKSEN.  Mr.  President,  the 
greatest  study  of  administration  ever 
made  disagrees  with  the  Senator  from 
Minnesota. 

Mr.  HUMPHREY.  I  appreciate  that. 

Mr.  KEFAUVER.  Mr.  President,  will 
the  Senator  from  Minnesota  yield  to  me? 

Mr.  HUMPHREY.  I  yield  1  minute  to 
the  Senator  from  Tennessee. 

Mr.  KEFAUVER.  Is  it  not  true  that 
the  Administrator  of  the  REA  is  picked 
on  the  basis  of  his  special  qualifications 
to  handle  the  affairs  of  the  REA,  par¬ 
ticularly  its  loans;  and  his  nomination 
is  confirmed  by  the  Senate? 

Mr.  HUMPHREY.  That  is  correct. 

Mr.  KEFAUVER.  Whereas  the  super- 
viser  whom  the  Secretary  of  Agriculture 
can,  and  recently  has,  placed  over  the 
Administrator  of  the  REA  is  not  con¬ 
firmed  by  the  Senate  and  need  not  have 
any  special  qualifications  in  connection 
with  the  REA;  is  not  that  true? 

Mr.  HUMPHREY.  The  Senator  from 
Tennessee  is  absoluely  correct. 

Mr.  KEFAUVER.  Is  it  not  also  true 
that  the  supervisor,  over  whom  the  Sen¬ 
ate  has  no  power  of  confirmation,  and 
who  is  not  particularly  selected  on  the 
basis  of  his  ability  in  connection  with 
REA  matters,  has  been  using  this  power 
of  supervision  over  the  Administrator  of 
the  REA? 

Mr.  HUMPHREY.  He  has  testified 
that  he  has  the  power. 

The  PRESIDING  OFFICER.  The 
time  yielded  to  the  Senator  from  Tennes¬ 
see  has  expired. 

Mr.  SYMINGTON.  Mr.  President, 
will  the  Senator  from  Minnesota  yield 
to  me? 

Mr.  HUMPHREY.  I  yield  1  minute 
to  the  Senator  from  Missouri,  for  what¬ 
ever  purpose  he  wishes. 

The  PRESIDING  OFFICER.  The 
Senator  from  Missouri  is  recognized  for 
1  minute. 

Mr.  SYMINGTON.  Mr.  President,  as 
a  member  of  the  Government  Operations 
Subcommittee  in  the  last  Congress,  I  had 
the  opportunity  to  hear  the  members 
and  leaders  of  REA  cooperatives  from  all 
over  the  country. 

These  experienced  men  had  come  to 
Washington  to  ask  Congress  to  restore 
to  their  REA  Administrator  the  full  au¬ 
thority  for  making,  loans  and  handling 
other  financial  matters. 

This  bill  as  originally  conceived,  was 
in  response  to  the  requests — the  pleas — 
of  these  REA  people.  It  was  not — as 
some  have  said  recently — a  slap  at  the 
Secretary  of  Agriculture.  It  is  sound 
legislation  that  gives  to  the  REA  Admin¬ 
istrator — nominated  by  the  President 
and  approved  by  Congress — the  author¬ 
ity  to  handle  the  most  important  func¬ 
tion  of  this  program — that  of  loan 
making. 

I  supported  this  bill  in  committee;  I 
voted  for  it  and  spoke  in  its  behalf  on 
the  Senate  floor,  because  I  believe  it  is 
a  sound  bill  and  is  in  the  best  interests 
of  the  future  of  REA. 


I  regret  that  the  President  saw  fit  to 
veto  this  bill,  and  believe  it  important 
for  the  future  of  the  REA  that  the  Con¬ 
gress  take  prompt  action  to  override  this 
veto. 

Mr.  President,  I  now  wish  to  ask  the 
distinguished  Senator  from  Minnesota 
whether  it  is  true  that  the  Secretary  of 
Agriculture  has  not  done  what  he  agreed 
he  would  do  in  regal'd  to  the  handling  of 
the  REA? 

Mr.  HUMPHREY.  Yes.  In  fact,  the 
Senator  from  Missouri  has  raised  the 
point  which  precipitated  this  bill.  The 
Secretary  of  Agriculture,  in  response  to 
an  inquiry  by  the  distinguished  Senator 
from  Georgia  [Mr.  Russell],  said  that  if 
any  changes  relating  to  the  REA  were  to 
be  made  under  the  reorganization  Act  of 
1953,  he,  the  Secretary,  would  first  come 
to  the  committees  of  Congress  and  would 
propose  the  changes  and  would  obtain 
congressional  advice  and  consent  before 
such  changes  were  made.  But  nothing 
of  that  sort  ever  occurred.  Instead,  the 
changes  were  made.  A  supervisor  was 
placed  in  charge — one  who  is  not  ap¬ 
pointed  by  the  President  or  confirmed  by 
the  Senate.  The  supervisor  has*  testi¬ 
fied  that  he  has  supervisory  control,  even 
if  he  has  not  exercised  it.  I  believe  the 
Senator  from  Missouri  has  put  his  finger 
directly  on  the  reason  for  this  proposed 
legislation.  It  is  not  proposed  because 
there  has  been  maladministration.  It 
is  proposed  because  there  has  been  a  vio¬ 
lation  of  the  understanding  which  the 
Senate  had  as  to  the  reorganization. 

Mr.  SYMINGTCN.  Mr.  President,  will 
the  Senator  from  Minnesota  yield 

further? 

Mr.  HUMPHREY.  I  yield. 

Mr.  SYMINGTON.  Does  the  distin¬ 
guished  Senator  from  Minnesota  recall 
that  last  February,  the  Secretary  of  Ag¬ 
riculture  agreed  to  present  an  omnibus 
farm  bill  to  the  Committee  on  Agricul¬ 
ture  and  Forestry. 

Mr.  HUMPHREY.  He  did,  indeed. 

The  PRESIDING  OFFICER.  The 

time  yielded  to  the  Senator  from  Mis¬ 
souri  has  expired. 

Mr.  HUMPHREY.  Mr.  President,  how 
much  time  remains  under  my  control? 

The  PRESIDING  OFFICER.  Five 

minutes. 

Mr.  HUMPHREY.  I  yield  2  additional 
minutes  to  the  Senator  from  Missouri. 

The  PRESIDING  OFFICER.  The 

Senator  from  Missouri  is  recognized  for 
2  additional  minutes. 

Mr.  SYMINGTON.  Mr.  President,  the 
Senator  from  Minnesota  does  not  know, 
does  he,  that  up  to  this  time  any  omni¬ 
bus  bill  has  come  to  us  from  the  Depart¬ 
ment  of  Agriculture? 

Mr.  HUMPHREY.  I  know  of  none. 
In  fact,  I  know  to  the  contrary;  I  be¬ 
lieve  the  Department  has  indicated  that 
it  is  not  going  to  send  such  a  bill  to  us. 

Mr.  SYMINGTON.  Mr.  President,  in 
view  of  past  experience  it  is  no  surprise 
to  me  to  find  that  REA  members 
throughout  the  Nation  and  so  many 
Members  of  this  body  want  to  return 
to  the  REA  Administrator  the  loan  mak¬ 
ing  functions  now  in  the  hands  of  the 
Secretary  of  Agriculture. 
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I  hope  that  in  the  interest  of  the 
future  effectiveness  of  the  REA  the  Sen¬ 
ate  will  override  the  President’s  veto. 

I  think  the  Senator  from  Minnesota 
for  yielding  to  me. 

The  PRESIDING  OFFICER.  Does  the 
Senator  from  Minnesota  desire  to  use 
further  of  the  time  remaining  under  his 
control? 

Mr.  HUMPHREY.  Mr.  President,  I 
suggest  that  those  who  favor  supporting 
the  veto  now  use  the  time  available  to 
them. 

Mr.  DIRKSEN.  Mr.  President,  how 
much  time  remains  to  our  side? 

Mr.  HUMPHREY.  Mr.  President,  let 
me  ask  how  much  time  remains  to  our 
side. 

The  PRESIDING  OFFICER.  The 
Chair  is  advised  that  the  proponents 
have  3  minutes  remaining  and  the  op¬ 
ponents  have  3  minutes  remaining. 

Mr.  DIRKSEN.  Mr.  President,  I  yield 
the  remaining  time  under  my  control  to 
the  distinguished  Senator  from  Ver¬ 
mont  [Mr.  Aiken  1 . 

The  PRESIDING  OFFICER.  The 
Senator  from  Vermont  is  recognized  for 
3  minutes. 

Mr.  AIKEN.  Mr.  President,  I  cannot 
vote  to  override  the  President’s  veto  of 
this  bill.  The  bill  itself  does  nothing  to 
improve  the  program  of  the  REA.  The 
bill  violates  the  concepts  of  good  gov- 
vernment,  by  delegating  authority  to  a 
subordinate  official  of  the  Department — 
in  this  case  the  Administrator  of  REA — • 
and  by  giving  the  head  of  the  Depart¬ 
ment  no  control  over  the  action  of  such 
official,  for  whose  acts  he  is  otherwise 
responsible. 

If  the  veto  were  overridden,  such  ac¬ 
tion  would  be  interpreted  by  the  country 
as  simply  an  expression  of  malice  toward 
the  Secretary  of  Agriculture.  I  do  not 
like  such  tactics  at  all. 

I  realize  that  the  Secretary  has  an¬ 
tagonized  many  persons,  and  that  some 
are  justly  provoked  with  him.  But  I  do 
not  like  the  idea  of  getting  even  in  this 
way. 

Mr.  President,  congressional  action  to 
overside  this  veto  would  not  hurt  Secre¬ 
tary  Benson  in  the  least.  On  the  con¬ 
trary,  it  probably  would  enhance  his  stat¬ 
ure  in  the  eyes  of  the  public,  who  will 
recognize  this  measure  for  what  it  is. 

But  congressional  action  to  override 
the  veto  of  this  bill  would  hurt  the  REA 
and  the  work  of  that  great  organization, 
and  would  arouse  in  the  minds  of  the 
people  a  suspicion  that  perhaps  the  pro¬ 
moters  of  this  bill  are  not  particularly 
interested  in  the  extension  of  light  and 
power  to  the  rural  areas,  but  are  more 
interested  in  getting  even  with  an  ad¬ 
ministration  which  they  disapprove. 

Mr.  President,  I  hope  Members  who 
are  so  ardently  supporting  the  bill  and 
are  so  ardently  advocating  overriding 
the  veto  of  the  President  will  have  equal 
ardor  when  it  comes  to  protecting  the 
just  rights  of  the  REA  and  the  provisions 
which  are  necessary  if  it  is  to  continue 
the  good  work  it  has  done  up  to  now. 

So,  Mr.  President,  I  think  Senators 
who  vote  to  override  the  veto  will  not 
be  proud  of  themselves;  and  I  do  not  be¬ 
lieve  the  people  of  the  country  will  be 
proud  of  them,  either.  Instead  of  help¬ 


ing  the  REA,  an  overriding  of  the  veto 
would  be  bound  to  hurt  the  work  of  that 
great  organization. 

The  PRESIDING  OFFICER.  All  time 
under  the  control  of  the  proponents  has 
been  consumed. 

The  opponents  have  3  minutes  re¬ 
maining  under  their  control. 

Mr.  HUMPHREY.  Mr.  President,  I 
yield  to  myself  the  time  remaining  under 
my  control. 

The  PRESIDING  OFFICER.  The 
Senator  from  Minnesota  is  recognized. 

Mr.  HUMPHREY.  Mr.  President,  I 
should  like  to  have  the  attention  of  my 
colleagues  during  the  3  remaining 
minutes  available  on  this  question. 

I  deeply  regret  that  this  question  has 
been  turned  into  a  sort  of  popularity  con¬ 
test  as  between  the  Secretary  of  Agricul¬ 
ture,  on  the  one  hand,  and  good  admin¬ 
istration,  on  the  other. 

Of  course  there  are  differences  of  opin¬ 
ion  as  between  the  Secretary  of  Agri¬ 
culture  and  many  Members  of  the  Sen¬ 
ate.  The  Secretary  of  Agriculture 
expresses  his  opinion  with  deep  convic¬ 
tion  and,  at  times,  with  a  very  sharp  and 
pointed  pen;  and  some  of  us  express  our 
views  with  equally  deep  conviction  and 
with  sharp  words. 

Mr.  President,  in  this  case  we  are  talk¬ 
ing  about  the  Reorganization  Act  of  1953 
and  what  has  been  done  under  it,  in  vio¬ 
lation  of  an  agreement  relating  to  that 
act.  In  that  connection,  I  call  atten¬ 
tion  to  pages  24  and  25  of  the  hearings, 
where  we  find  that  the  distinguished 
Senator  from  Georgia  [Mr.  Russell] 
pointed  out  the  very  possibilities  we  now 
face  and  where,  let  me  add,  the  distin¬ 
guished  Senator  from  New  Mexico  [Mr. 
Anderson]  likewise  said: 

It  requires  the  Secretary,  to  the  extent 
practicable,  to  give  appropriate  advance  pub¬ 
lic  notice  of  delegations  of  functions,  and  to 
afford  opportunity  for  interested  persons  or 
groups  to  place  their  views  before  the  De¬ 
partment.  In  view  of  this  very  clear  man¬ 
date,  it  would  be  most  unrealistic  to  think 
that  any  Secretary  of  Agriculture  might  dis¬ 
regard  the  will  of  Congress  by  using  the  "to 
the  extent  practicable”  provision  as  an  ex¬ 
cuse  to  avoid  the  notice  of  hearings.  Ac¬ 
tually,  hearings  should  generally  be  required. 
This  is  a  sound  provision  which  will  insure 
careful  consideration  of  any  proposed  trans¬ 
fers  or  delegations. 

That  was  the  interpretation  which 
was  given  to  the  Reorganization  Act; 
and  the  position  taken  by  those  Senators 
was  taken  in  good  faith. 

So,  Mr.  President,  in  this  case  we  are 
concerned  with  the  question  of  good  and 
proper  administration.  The  issue  now 
confronting  us  is  not  whether  we  are 
in  favor  of,  or  are  opposed  to,  the  Presi¬ 
dent  and  his  administration.  The  vote 
is  entirely  upon  whether  the  Reorganiza¬ 
tion  Plan  No.  2  of  1953  was  good  legis¬ 
lation.  A  majority  of  this  body  did  not 
think  so  in  1952,  because  the  same  pro¬ 
posed  Act  was  presented  then.  They 
did  think  so  after  the  election  of  1953. 
But  even  then  a  substantial  number  of 
Senators  were  dubious.  That  substan¬ 
tial  number  later  on  were  proven  to  be 
right. 

Some  of  the  most  ardent  advocates  of 
responsible  administration  in  the  De¬ 


partment  of  Agriculture  raised  a  warn¬ 
ing  flag  to  us.  I  was  one  of  those  who 
voted  with  the  Senator  from  Georgia, 
[Mr.  Russell]  and  other  Senators,  with, 
doubt  as  to  the  efficacy  of  Reorgan¬ 
ization  Plan  No.  2  of  1953. 

The  time  is  at  hand  to  correct  the 
original  wrong  and  to  set  the  house  in 
order. 

The  PRESIDING  OFFICER.  The  time 
of  the  Senator  from  Minnesota  has  ex¬ 
pired.  All  time  allotted  for  the  debate 
has  expired. 

Mr.  DIRKSEN.  Mr.  President,  I  sug¬ 
gest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The  ab¬ 
sence  of  a  quorum  has  been  suggested, 
and  the  clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll, 
and  the  following  Senators  answered  to 
their  names : 


Aiken 

Allott 

Anderson 

Bartlett 

Beall 

Bennett 

Bridges 

Bush 

Butler 

Byrd,  W.  Va. 

Cannon 

Capehart 

Carlson 

Carroll 

Case,  N.J. 

Case.  S.  Dak. 

Chavez 

Church 

Clark 

Cooper 

Cotton 

Curtis 

Dirksen 

Dodd 

Douglas 

Dworshak 

Eastland 

Ellender 

Engle 

Ervin 

Fulbright 

Goldwater 


Gore 

Green 

Gruening 

Hart 

Hartke 

Hayden 

Hennings 

Hickenlooper 

Hill 

Holland 

Hruska 

Humphrey 

Jackson 

Javits 

Johnson,  Tex. 

Johnston,  S.C. 

Jordan 

Keating 

Kefauver 

Kennedy 

Kerr 

Kuehel 

Langer 

Lausche 

Long 

McCarthy 

McClellan 

McGee 

McNamara 

Magnuson 

Mansfield 

Martin 


Monroney 

Morse 

Morton 

Moss 

Mundt 

Murray 

Muskle 

Neuberger 

Pastore 

Prouty 

Proxmlre 

Randolph 

Robertson 

Russell 

SaltonstaU 

Schoeppel 

Scott 

Smathers 

Smith 

Sparkman 

Stermis 

Symington 

Talmadge 

Thurmond 

Wiley 

Williams,  N.J. 
Williams,  Del. 
Yarborough 
Young,  N.  Dak. 
Young,  Ohio 


The  PRESIDING  OFFICER.  A  quo¬ 
rum  is  present. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  will  the  Chair  state  the  question? 

The  PRESIDING  OFFICER.  The 
question  is,  Shall  the  bill,  Senate  bill  144, 
pass,  the  objections  of  the  President  of 
the  United  States  to  the  contrary  not¬ 
withstanding?  . 

All  time  has  been  exhausted.  The 
clerk  will  call  the  roll. 

The  Chief  Clerk  proceeded  to  call  the 
roll. 

Mr.  ANDERSON  (when  his  name  was 
called) .  I  have  a  pair  with  the  senior 
Senator  from  Nevada  [Mr.  Bible]  and 
the  senior  Senator  from  Wyoming  [Mr. 
O’Mahoney].  I  am  informed  that  if 
they  were  present  and  voting  they  would 
vote  “yea.”  If  I  were  at  liberty  to  vote 
I  would  vote  “nay.”  I  therefore  with¬ 
hold  my  vote. 

The  rollcall  was  resumed  and  con¬ 
cluded. 

Mr.  MANSFIELD.  I  announce  that 
the  Senator  from  Virginia  [Mr.  Byrd] 
and  the  Senator  from  Wyoming  [Mr. 
O’Mahoney]  are  absent  on  official  busi¬ 
ness. 

I  also  announce  that  the  Senator  from 
Nevada  [Mr.  Bible]  is  absent  because  of 
a  death  in  his  family. 
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I  further  announce  that  the  Senator 
from  Delaware  [Mr.  Frear]  is  absent  be¬ 
cause  of  illness. 

The  yeas  and  nays  resulted — yeas  64, 
nays  29,  as  follows: 

YEAS— 64 


Bartlett 

Hayden 

Moss 

Byrd,  W.  Va. 

Hennings 

Mundt 

Cannon 

Hill 

Murray 

Carroll 

Holland 

Muskle 

Case,  S.  Dak. 

Humphrey 

Neuberger 

Chavez 

Jackson 

Pastore 

Church 

Johnson,  Tex. 

Proxmire 

Clark 

Johnston,  S  C. 

Randolph 

Cooper 

Jordan 

Robertson 

Curtis 

Kefauver 

Russell 

Dodd 

Kennedy 

Smathers 

Douglas 

Kerr 

Sparkman 

Eastland 

Langer 

Stennis 

Ellender 

Long 

Symington 

Engle 

McCarthy 

Talmadge 

Ervin 

McClella'n 

Thurmond 

Fulbright 

McGee 

Williams,  N.J. 

Gore 

McNamara 

Yarborough 

Green 

Magnuson 

Young,  N.  Dak. 

Gruenlng 

Mansfield 

Young,  Ohio 

Hart 

Monroney 

Hartke 

Morse 

NAYS — 29 

Aiken 

Cotton 

Martin 

Allott 

Dlrksen 

Morton 

Beall 

Dworshak 

Prouty 

Bennett 

Goldwater 

Saltonstall 

Bridges 

Hickenlooper 

Schoeppel 

Bush 

Hruska 

Scott 

Butler 

Javits 

Smith 

Capehart 

Keating 

Wiley 

Carlson 

Kuchel 

Williams,  Del. 

Case,  N.J. 

Lausche 

NOT  VOTING— 

-5 

Anderson 

Byrd,  Va. 

O’Mahoney 

Bible 

Frear 

The  PRESIDING  OFFICER.  On  this 
vote,  the  yeas  are  64,  and  the  nays  29. 
Two-thirds  of  the  Senators  present  and 
voting  having  voted  in  the  affirmative, 
the  bill,  on  reconsideration,  is  passed,  the 
objections  of  the  President  of  the  United 
States  to  the  contrary  notwithstanding, 
and  the  Secretary  will  notify  the  House 
of  Representatives. 

Mr.  HUMPHREY.  Mr.  President,  as 
author  of  S.  144 — the  Humphrey-Price 
REA  bill — I  am  extremely  gratified  by 
the  Senate’s  decision  to  override  the 
President’s  veto  of  this  constructive  leg¬ 
islation  designed  to  protect  REA  coop¬ 
eratives  throughout  the  country. 

The  vote  was  a  reassuring  demonstra¬ 
tion  of  the  unity  of  the  Democratic  Party 
and  its  dedication  to  the  best  interests 
of  agriculture.  I  want  to  express  my  ap¬ 
preciation  for  the  close  cooperation  of 
the  Majority  Leader  Senator  Lyndon 
Johnson  and  chairmen  of  both  the  Sen¬ 
ate  Committee  on  Agriculture  Senator 
Ellender  and  the  Senate  Committee  on 
Government  Operations  Senator  Mc¬ 
Clellan  for  all  three  were  helpful  in  ob¬ 
taining  this  overwhelming  victory.  I  also 
wish  to  thank  every  Senator,  Republi¬ 
can  or  Democrat,  who  voted  to  override. 

I  am  confident  similar  action  will  now 
be  taken  by  the  House  of  Representatives, 
to  enact  this  legislation  into  law. 

Actually,  it  is  a  victory  for  good  gov¬ 
ernment — for  the  purpose  of  the  bill  was 
to  protect  REA  loans  against  political 
manipulation,  either  by  the  present  Sec¬ 
retary  of  Agriculture  or  any  future  Sec¬ 
retary  of  either  party.  It  serves  notice 
on  this  or  any  future  administration  that 
the  legislative  branch  is  not  willing  to 
let  politically-appointed  Cabinet  mem¬ 
bers  arbitrarily  defy  the  intent  of  Con¬ 
gress  in  administering  programs  enacted 
by  the  Congress. 


SECOND  SUPPLEMENTAL  APPRO¬ 
PRIATIONS,  1959 

Mr.\ JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  ask  that  the  unfinished  business 
be  laid  nef ore  the  Senate. 

The  ^PRESIDING  OFFICER.  The 
Chair  lays  before  the  Senate  the  unfin¬ 
ished  business,  which  will  be  stated  by 
title. 

The  Legislative  Clerk.  A  bill  (H.R. 
5916)  makink  supplemental  appropria¬ 
tions  for  the  fiscal  year  ending  June  30, 
1959,  and  for  other  purposes. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  am  informed  that  the  senior 
Senator  from  Oregon  desires  to  make  a 
personal  statement.  At  the  conclusion 
of  the  statement  to  be  made  by  the 
Senator  from  Oregon,  we  expect  to  pro¬ 
ceed  with  the  consideration  of  the  sup¬ 
plemental  appropriation  bill. 


PERSONAL  STATEMENT  BY 
SENATOR  MORSE 

Mr.  MORSE.  Mr.  President,  I  rise  to 
a  point  of  personal  privilege. 

I  have  in  my  hand  a  very  'interesting 
news  release.  I  happen  to  be  one  of 
those  politicians  who  can  take  it  as 
well  as  dish  it  out.  WheneverXa  poli¬ 
tician  reaches  the  point  where  Me  can¬ 
not  laugh  at  himself,  then  he  ought  to 
get  out  of  politics.  I  hope  my  colleagues 
who  voted  against  me  a  few  minutes 
ago  will  pardon  my  chuckle  at  their 
pense  in  view  of  their  votes.  I  say  th'kt 
because  not  so  soon  did  I  expect  that 
those  of  us  who  voted  against  the  nomin-\ 
ation  of  Clare  Boothe  Luce  would  be/ 
proved  so  right.  We  had  pointed  out  ir 
the  debate  her  complete  lack  of  tact  anti 
diplomacy  and  we  have  been  proven 
right  by  this  very  interesting  bit  of  r/ws 
on  the  wires.  It  reads : 

Mrs.  Luce  said  in  New  York:  “I  am  gt4teful 
for.  the  overwhelming  vote  of  confirmation 
in  the  Senate.  We  must  now  wait  Until  the 
dirt  settles.  My  difficulties,  of  c/urse,  go 
some  years  back  and  began  when  Senator 
Wayne  Morse  was  kicked  in  the/nead  by  a 
horse.” 

[Laughter.! 

Mr.  President,  I  was  confronted  with 
that  Republican  smear  aM  through  my 
1956  campaign.  It  came  out  by  the 
reams.  It  was  a  whispering  campaign 
with  such  a  windy  blow  to  it  that  it  not 
only  rustled  the  leaves!  of  Oregon  but,  in 
some  parts  of  the  State,  almost  tore  the 
sage  brush  up  by  it/  roots.  The  people 
of  Oregon  answered  that  smear  by  a 
large  majority  of/votes  for  me  against 
the  hand-picked /candidate  of  the  Presi¬ 
dent  of  the  Unified  States,  who  was  taken 
right  out  of  ms  Cabinet  to  “get  me.” 
They  thought /hat  this  smear  was  one  of 
the  devices  /hey  could  use.  But,  Mr. 
President,  tile  people  of  Oregon  passed 
upon  my  m/ntal  judgment. 

I  am  not  surprised  that  this  slanderer, 
whose  nomination  the  Senate  confirmed 
only  a  f/w  minutes  ago,  would  make  this 
kind  of  statement,  because  yesterday, 
for  th/ee  hours  and  a  half,  I  documented 
her  record.  This  is  an  old,  old  pattern  of 
emotional  instability  on  the  part  of  this 
sla/tderer;  the  same  pattern  which 
caused  her  to  put  on  a  scene  in  the 
toman  Parliament  after  her  candidate 
for  president  of  Italy  was  defeated.  We 


read  the  newspaper  statements  about  her 
conduct,  and  the  widespread  comment  at 
the  time  that  if  she  had  been  a  mal/am- 
bassador,  she  would  have  been  repalled. 

But  the  issue  is  settled.  I  simpRr  hap¬ 
pen  to  be  one  of  those  persons,  /Whether 
before  the  final  bar  of  the  co^lrt  when 
the  decision  is  rendered,  or  before  the 
final  bar  of  the  U  S.  Senate  vthen  a  de¬ 
cision  is  rendered,  who  believe  in  gov¬ 
ernment  by  law.  I  take  the  decision. 

As  chairman  of  the  Subcommittee  on 
American  Republics  Affairs  of  the  Com¬ 
mittee  on  Foreign  Relations,  I  am  much 
concerned  about  Mrs. /Luce’s  relations 
with  all  the  Latin- American  countries, 
including  Brazil. 

The  nomination  o/Mrs.  Luce  has  been 
confirmed.  I  wish  her  well.  So  far  as  my 
subcommittee  is  cohcerned,  on  a  strictly 
impersonal,  professional  relationship, 
she  will  have  the  full  cooperation  of  my 
committee. 

I  promise  t6  the  Nation  that  each 
night  in  my  p/ayers  I  will  pray  for  God’s 
guidance  to  /this  lady,  so  that  for  the 
welfare  of  our  Nation  she  will  be  more 
stable  in  her  ambassadorial  duties  than 
she  was  when  she  issued  this  press  re¬ 
lease  thiy  afternoon.  [Applause.] 

Mr.  DiRKSEN.  Mr.  President,  so  long 
as  we/  have  great  Senators  like  my 
friend/  the  Senator  from  Oregon,  with  a 
durable  sense  of  humor,  and  so  long  as 
we  /have  Ambassadors  and  Ambassa¬ 
dresses  with  an  equal  sense  of  humor,  I 
am  confident  that  the  whole  continent 
fill  be  safe  for  freedom.  [Laughter.] 
Mr.  CAPEHART.  Mr.  President,  I 
suspect  that  the  able  Senator  from  Ore¬ 
gon  feels  a  little  bit  the  way  I  felt  when 
was  in  Chicago  in  1952.  I  lost,  there; 
id,  today,  he  has  lost,  here. 

7  remember  that  I  was  then  a  member 
of  'the  Indiana  delegation,  and  we  were 
supporting  Senator  Taft  for  the  Repub¬ 
lican^  nomination  for  the  Presidency. 
Back\in  those  days,  the  able  Senator 
from  Oregon  was  a  Republican.  I  re- 
memberv  that  the  Oregon  delegation  sat 
just  ahead  of  the  Indiana  delegation. 

And  I  remember - 

Mr.  MORSE.  Mr.  President,  will  the 
Senator  fropi  Indiana  yield  for  an  in¬ 
terruption? 

The  PRESIDING  OFFICER  (Mr.  Mc¬ 
Carthy  in  theVhair) .  Does  the  Senator 
from  Indiana  y\eld  to  the  Senator  from 
Oregon? 

Mr.  CAPEHAR'T.  I  ask  the  Senator 
from  Oregon  to  wa\t  a  minute,  please. 

Mr.  MORSE.  Mr.  President,  let  me 
say  that  that  was  art,er  I  was  kicked  by 
the  horse.  [Laughter 
Mr.  CAPEHART.  Mr.  President,  I 
remember  that  the  chairman  of  the 
Oregon  delegation — they  able  Senator 
from  Oregon  [Mr.  Morse V— was  in  favor 
of  the  nomination  of  General  Eisen¬ 
hower  ;  and  I  remember  that  the  Oregon 
delegation  wore  big,  high  hats.  In  fact, 
I  believe  the  one  the  able  Senator  from 
Oregon  wore  was  perhaps  a  likle  higher 
than  the  others.  At  any  rate,  the  Oregon 
delegation  sat  just  ahead  of  the'ffndiana 
delegation;  and  we  could  not  see  any¬ 
thing  over  their  high  hats,  particularly 
because  the  able  Senator  from  otegon 
and  the  other  Oregon  delegates  kept 
jumping  up  and  cheering  and  cheeiyig 
and  cheering  for  Eisenhower.  And  ”* 
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lost-  I  think  one  of  the  reasons  why  we 
lostVas  that  we  could  not  see  what  was 
going  on — because  of  those  high  hats. 

On  that  day  I  felt  the  same  way,  I  am 
sure,  tha\  the  able  Senator  from  Oregon 
feels  today,  after  having  lost  on  the 
question  of  confirmation  of  the  nomina¬ 
tion  of  Mrs.  Luce.  I  am  sure  his  mem¬ 
ory  is  not  so  short  that  he  does  not  re¬ 
member  the  daysNwhen  he  was  a  Republi¬ 
can.  I  recall  the  days  when  he  used  to 
attack  former  President  Roosevelt;  and 
I  remember  that  in  thx^se  days  he  had  the 
most  glowing  things  to.  say  about  Gen¬ 
eral  Eisenhower,  in  fac\  more  so  than 
anyone  else  in  the  entireVorld,  even  to 
the  point  of  jumping  up  ahd  down  and 
keeping  the  Indiana  delegation  at  the 
convention,  who  favored  Senator  Taft, 
from  seeing  what  was  going  cnNttiere. 

Mr.  MORSE.  Mr.  President,  wj.ll  the 
Senator  from  Indiana  yield? 

Mr.  CAPEHART.  I  yield. 

Mr.  MORSE.  I  wish  to  thank  the 
Senator  from  Indiana  for  relating  thal 
little  bit  of  history ;  I  am  very  apprecia¬ 
tive  of  his  action.  It  shows  that  I  have 
the  kind  of  mind  that  can  change  when 
I  find  out  what  the  facts  are.  [Laughter.] 

Mr.  CAPEHART.  But,  Mr.  President, 
I  am  not  too  certain  that  I  can  agree 
with  the  able  Senator  from  Oregon. 
[Laughter.] 

Mr.  LAUSCHE.  Mr.  President,  I  re¬ 
gret  very  much  that  I  cannot  look  upon 
this  incident  with  the  lightness  with 
which  it  has  been  generally  regarded. 
To  me,  it  is  a  matter  of  gravity;  and  I 
do  not  contemplate  letting  the  statement 
go  unchallenged. 

I  voted  in  favor  of  confirmation  of  the 
nomination  of  Mrs.  Luce.  I  did  so  on 
the  basis  that  she  was  cleared  by  the 
Senate  in  1953;  and  after  she  had  been 
cleared  by  the  Senate  in  1953,  I  did  not 
feel  that  the  Seriate  would  be  justified  in 
making  a  search  now  into  what  hap¬ 
pened  prior  to  1953. 

I  never  doubted  the  sincerity  of  pur¬ 
pose  of  the  Senator  from  Oregon  [Mr. 
Morse]; and  I  felt  that,  as  a  Senator — 
and  I  am  certain  that  my  colleagues  feel 
the  same  way — he  had  a  right  and  duty 
to  express  his  honest  views. 

When  the  vote  was  taken,  I  voted 
favor  of  confirmation  of  the  nomination 
of  Mrs.  Luce. 

But,  Mr.  President,  I  think  the  state¬ 
ment  she  made  following  the  Senate’s 
confirmation  of  her  nomination  indi¬ 
cates  an  absence  of  rationalityso  serious 
that  if  she  had  made  such  si  statement 
before  the  vote  was  takeiyl  would  not 
have  voted  in  her  favor. /Certainly  one 
who  makes  a  statement  which  implies 
what  her  statement  did  violates  every 
precept  of  propriety/  Somewhere  in  the 
Bible  it  is  written  that  one  should  beware 
of  making  statements  of  that  character 
in  regard  to  anyperson. 

So,  despite  ine  power  of  this  lady,  I 
do  not  think/the  Senate  can  stand  idly 
by  and  can/onsider  this  incident  lightly. 

In  the  /Foreign  Relations  Committee, 
the  Sen/Cor  from  Oregon  stated  that  this 
mattei/s  of  grave  importance.  He  said 
“I  realize  the  power  of  this  lady.”  I  said 
to  him,  “Wayne,  there  will  not  be  the 
aufiacity  to  use  that  power  to  harm  you.” 
■regret  to  say  that  today  there  are  evi¬ 


dences  that  that  is  what  is  contemplated. 

I  disagreed  with  the  Senator  from 
Oregon.  But  I  would  not  be  true  to  my¬ 
self  if  I  remained  silent  after  the  oc¬ 
currence  of  this  incident.  If  the  nomi¬ 
nation  of  Mrs.  Luce  were  now  before  the 
Senate,  I  would  vote  against  confirma¬ 
tion. 

Mr.  YARBOROUGH.  Mr.  President,  I 
wish  to  commend  the  distinguished  sen¬ 
ior  Senator  from  Ohio  [Mr.  Latjsche] 
for  having  stated  so  well  what  I  think 
many  of  us  on  the  floor  of  the  Senate 
feel  at  this  time. 

I  am  among  the  Senators  who  voted  in 
favor  of  confirmation  of  the  nomination 
of  Mrs.  Luce.  But  I  wish  to  commend 
the  Senators  who  showed  the  good  judg¬ 
ment  of  voting  against  confirmation  of 
her  nomination. 

I  had  hoped  that  after  her  intemper¬ 
ate  statements  in  1952 — which,  after  all, 
were  made  in  the  heat-  of  a  political 
campaign — and  after  her  experience  in 
Italy,  where  she  served  as  the  represent¬ 
ative  of  our  nation  to  that  great  nation, 
|he  would  have  obtained  enough  judg- 
=nt  not  to  engage  in  intemperate 
marks.  But  as  we  have  learned  today 
that\.  experience  has  not  profited  /her. 
We  are  sending  to  one  of  the  largest  na¬ 
tions  irl  Latin  America  an  Ambassador' 
who  is  apparently  more  skilledym  invec¬ 
tive  than  fn  diplomacy. 

I  wish  to'pay  tribute  to  tfie  Senators 
who  have  had  the  courage  to  call  this 
matter  to  the  attention  of  the  Senate. 

Furthermore,  if  I  no/  had  the  oppor¬ 
tunity  to  do  so,  I  iyouhf  join  the  Senator 
from  Ohio  in  votin'?/ with  the  group  of 
Senators  who  vote/a^ainst  confirmation 
of  the  nomination^  if  Mrs.  Luce,  and  who 
did  so  because/they  believed  that  she 
had  demonstrated  her  umStness  for  am¬ 
bassadorial  service.  If  at  tnjs  time  I  had 
a  chance  tor vote  on  the  question  of  con¬ 
firmation/ of  her  nomination^  I,  too, 
would  v/e  “nay.” 

Mr. AlcGEE  subsequently  saitL  Mr. 
President,  I  should  like  to  inject  aVthis 
pobft  the  question  which  was  brought 
n/  by  the  distinguished  Senator  frc 
Oregon.  It  seems  to  me  that  we  in  thiS 
'body  have  an  obligation  not  only  to  rep¬ 
resent  our  own  political  following,  not 
only  the  people  of  the  United  States,  but 
we  have  an  obligation  to  take  a  stand 
before  the  eyes  of  the  world,  because 
when  an  Ambassador  or  an  Ambassa¬ 
dress  is  appointed,  he  or  she  will  speak 
for  all  the  people  of  a  united  America, 
and  that  person  should  be  chosen  with 
great  care. 

Like  the  Senator  from  Texas  [Mr. 
Yarborough]  I,  as  one  who  voted  for 
the  confirmation  of  Mrs.  Luce,  am  some¬ 
what  reluctant  to  see  the  Senate  dismiss 
this  matter  with  so  little  thought  and 
with  such  slight  consideration. 

This  is  not  a  matter  for  Democrats  br 
for  Republicans.  It  is  a  matter  now  for 
Americans.  Our  one  hope,  and  that 
represented  to  us  in  the  hearings,  which 
I  read  carefully,  was  that,  with  all  the 
mistakes  of  the  past,  the  years  had 
brought  a  maturity  of  judgment  to  the 
nominee.  God  knows,  if  ever  in  our  his¬ 
tory  we  ever  needed  maturity  of  judg¬ 
ment  in  these  troubled  hours  of  the 
world,  it  is  now.  And  we  are  now  being 


asked  to  send  to  Brazil  this  lady  wt 
on  her  first  opportunity  to  illustrate/er 
judgment  on  the  confirmation  ay  her 
nomination  by  this  body  makes  tide  in¬ 
temperate  declaration  which  \ye  heard 
as  reported  by  the  press. 

I  not  only  regret  my  voteyts  my  col¬ 
leagues  have  likewise  expressed  their 
sentiments,  but  I  urge  that  the  proper 
authorities  in  this  administration  now 
give  due  weight  to  thi/ intemperate  re¬ 
mark  and  possibly  reconsider  the  ap¬ 
pointment  of  the  nominee  who  it  is  now 
contemplated  wilLgo  to  Brazil. 

What  is  to  prevent  this  Ambassadress 
from  making  the  same  kind  of  a  com¬ 
ment  in  a  r/ease  south  of  the  border, 
so  to  speak?  What  is  to  prevent  her 
touching  an  another  kind  of  intemperate 
series  of /incidents  such  as  those  I  noted 
published  in  her  husand’s  magazine 
not  mdny  weeks  ago? 

Fjn  those  reasons,  I  think  the  Senate 
w/ild  do  well  to  heed  the  significance  of 
rnt  has  happened.  I  applaud  the  Sen- 
itor  rom  Oregon  for  his  gracious  spirit 
of  good  humor  and  good  sportsmanship. 
Mr.  President,  this  is  not  a  matter  of 
political  give  and  take,  or  a  matter  of 
good  humor  or  sportsmanship,  but  it  is 
a  matter  of  concern  to  the  people  of  the 
United  States. 

Mr.  CHAVEZ.  Mr.  President,  will  the 
Senator  yield? 

Mr.  McGEE.  I  yield. 

Mr.  CHAVEZ.  I  feel  in  my  heart  if 
Brazil  had  known  that  Mrs.  Luce  would 
make  this  kind  of  statement,  Brazil  would 
have  notified  the  State  Department  she 
would  not  be  received  as  Ambassador. 


SECOND  SUPPLEMENTAL  APPRO- 
PROPRIATIONS,  1959 


The  Senate  resumed  the  considera¬ 
tion  of  the  bill  (H.R.  5916)  making  sup¬ 
plemental  appropriations  for  the  fiscal 
year  ending  June  30,  1959,  and  for  other 

purposes. 

Mr.  HAYDElsf.  Mr.  President,  the  bill 
as  reported  to  the  Senate  makes  appro¬ 
priations  of  $2,820  million,  which  is  an 
increase  of  $162,600,000  over  the  House 
version  of  the  bill,  but  is  still  $80,750,000 
jder  the  budget  estimates. 

le  bill  contains  an  item  of  $1,336 
million  for  reimbursement  to  the  Com¬ 
modity  Credit  Corporation  for  costs  of 
variousNjarm  programs. 

It  contains  an  item  of  $200  million  for 
the  Development  Loan  Fund — an  in¬ 
crease  of  $r00  million  over  the  House 
version  of  theNrill. 

The  bill  contains,  in  title  II,  an  item 
of  $414  million  Nr  increased  pay  costs. 
The  total  cost  of  increased  pay  is  esti¬ 
mated  to  be  $1,05^ million,  including 
$176  million  for  increased  pay  costs  as 
a  result  of  wage-board  action.  Much  of 
the  cost  was  absorbed  ontransferred,  so 
it  is  not  necessary  to  reconynend  appro¬ 
priations  for  the  full  costs. 

Some  other  major  items  In  the  bill 
are:  Defense  education  activities,  $75,- 
300,000;  payments  to  and  assistNjce  for 
schools,  $44,600,000;  grants  for  laublic 
assistance,  $151,560,000;  Veterans’\Ad- 
ministration  costs,  $120,265,000;  DepN^t- 
ment  of  Defense  costs,  $188,329,500. 
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11  Wheat....... . 5,30 


SIGHLIGHTS:  House  subcommittee  ordered 
supplemental  appropriation  bill.  House 
al  bill  on  Thursday,  Rep,  Johnson,  Wij 
zation  program. 


ported  wheat  bill.  Senate  debated  second 
^g^ped  to  consider  veto  of  REA  loan  approv¬ 
ed  enactment  of  dairy  income  stabili- 


1.  ELECTRIFICATION.  Received  from  the  President  the  veto  message  on  S.  144,  to 

give  the  REA  Administrator  additional  authority  over  the  approval  of  loans,  and 
agreed  to  consider  it  today,  Apr.  30,  pp.  6321-2 


Rep.  Lane  criticised  certain  aspects  of  reciprocal T 

American  industry  jls  being  ’-undermined"  because  "an  ag 
Government  does  not  have  the  authority  under  existing  law 
of  i/s  loans  shall  'Buy  American,'"  referred  to 


recipients 
Texas 
urged  that 
pp.  6397-8 


'STaTed'  that 

of  the  Federal 
insist  that  the 
REA  loan  to  a 


ve,  part  of  which  money  was  used  to  buy  a  Swisk  generator,  and 
riffs  be  raised  "for  the  protection  of  our  imperilled  industries." 


2.  DAIRY. INDUSTRY.  Rep.  Johnson,  Wise,,  criticized  the  Secretary  for  spending 

"$5  for  every  $1  spent  by  his  predecessors"  while  "net  farm  income  ha's  fallen 
frony$15.3  billion  in  1952  to  $13.2  billion  in  1958,"  stated  that  the 
far/er  was  "one  of  the  lowest  men  on  the  farm  income  totem  pole,"  and  dfscussed 
hi/s  dairy  marketing  bill  to  ’  establish  the  support  level  of  907,  of  parityN^or  ^ 
rutterfat  and  manufacturing  milk,"  to  establish  "a  system  of  marketing  quotas, 
and  to  give  the  milk  producers  an  opportunity  to  vote  on  acceptance  of  the  p 
p.  6379 


2 


3.  PUBLIC  LAND.  Received  from  Interior  a  proposed  bill  "to  authorize  the  classiJ 
ca\ion,  segregation,  and  disposal  of  public  lands  chiefly  valuable  for  urbar 
and  business  purposes";  to  the  Interior  and  Insular  Affairs  Committee.  p./6399 


4.  CLAIMS. \  The  Judiciary  Committee  reported  with  amendment  H.  R.  6000,  to  increase 
the  limit  for  administrative  settlement  of  claims  against  the  U.  S.  un/er  the 
tort  claims  procedure  to  $3,000  (H.  Rept,  323).  p.  6399 


5.  WHEAT.  The  Daily  Digest  said  "the  Wheat  Subcommittee  of  the  Agriculture  Com¬ 
mittee  met  in\executive  session  and  ordered  favorably  reported  tar  the  full  com¬ 
mittee  H.  R.  6a37  (amended),  to  amend  the  Agricultural  Act  of  1^49,  as  amended, 
the  Agriculturai\Adjustment  Act  of  1938,  as  amended,  and  Public  Law  74  (75th 
Cong.)  ,  as  amended,"  p.  D299 


6.  NATIONAL  FLOWER.  Rep\  Price  inserted  a  poem  on  the  corn  ta&sel  and  Rep.  Rogers 
urged  adoption  of  the\arnation  as  the  national  flower,  /pp.  6383,  6394 


8. 


RECLAMATION.  This  office\has  obtained,  for  reference  ihd  lending  purposes,  a 
few  copies  of  a  "committeeVprint"  of  the  House  Committee  on  Interior  and 
Insular  Affairs,  "Reclamation  --  Accomplishments  and  Contributions."  The  pub-| 
lication  was  prepared  by  the\egislative  Reference  Service,  at  the  request  of 
several  committee  members,  forXthe  specific  purpose  of  setting  forth  the  favor¬ 
able  aspects  of  the  reclamation\jrogram.  The  introduction  states:  "It  pre¬ 
sents  a  factual  account  of  the  achievements  and  contributions  of  the  Federal 
reclamation  program,  including  itsNhistory  and  background;  physical  accomplish¬ 
ments;  contributions  to  the  local,  western/ and  national  economies;  feasibility 
including  costs  and  repayment;  cooperation  and  coordination  with  local,  State, 
and  other  Federal  agencies;  and  a  comparison  of  the  reclamation  program  with 
other  Federal  public  works  programs." 


SECOND  SUPPLEMENTAL  APPROPRIATION /BILL.  Contii 
5916.  No  action  was  taken  on  ijzems  affecting 
6282-6,  6292-3,  6305-11 


ed  debate  on  this  bill,  Hc  R. 
this  Department,  pp.  6276-81, 


i 


9.  AIR  POLLUTION.  Passed  with  amendments  S.  441,  to  continue  for  four  years,  untL 


July  1,  1964,  the  Federal  /ir-pollution  control  law.Xpp.  6264-7 


10.  WATER  COMPACT.  Passed  without  amendment  S.  548,  to  grants,  the  consent  of  Congres 
to  a  Great  Lakes  Basity  Compact  for  the  development  and  ush.  of  the  water  of  the 
basin,  pp.  6273-5 


11.  PERSONNEL.  At  the /Request  of  Sen.  Engle,  passed  over  S.  91  anH  H.  R.  460,  to 
limit  to  cases  involving  the  national  security  the  prohibit ion 'on  payment  of 
retirement  annu/ties  to  Federal  employees,  pp.  6262,  6268 


12.  MILK.  At  the/request  of  Sen.  Engle,  passed  over  S.  1289,  to  increase  and  exten 
the  special/milk  program  for  children,  p.  6269 

At  the/request  of  Sen.  Engle,  passed  over  S.  753,  to  authorize  cooperative 
associations  of  milk  producers  to  bargain  with  purchasers  singly  or  in  groups, 
pp.  620,  6276  * 


13.  RESEARCH;  SURPLUS  COMMODITIES.  At  the  request  of  Sen.  Keating,  passed  over  \ 

,  to  provide  for  research  on  increased  use  of  agricultural  products  foj 
industrial  purposes,  p.  6269 


House  of  Representatives 


The  House  met  at  12  o’clock  noon. 

The  Reverench  Alonzo  Jordan,  chap¬ 
lain,  North  Carolina  House  of  Repre¬ 
sentatives,  Raleigh/^T.C.,  offered  the  fol¬ 
lowing  prayer: 

Our  Heavenly  Fath&L  in  the  quietness 
of  these  moments,  we  come  to  talk  with 
Thee  just  now.  Wilt  Thou  behold  us 
with  favor  because  we  comesto  Thee  with 
gratitude  in  our  hearts,  thanking  Thee 
for  Thy  blessings,  for  Thy  lov^,  and  for 
Thy  mercy. 

We  come  praying,  our  Father,  lor  Thy 
blessings  upon  these  Representatives, 
the  servants  of  the  people,  and  we  pray 
that  Thou  wouldst  be  with  them  in  tl\ir 
work.  And  may  we  all  this  morning 
Thy  servants.  May  we  be  like  the  proph¬ 
et  of  old,  Samuel,  who,  as  a  child 
when  he  heard  Thy  voice  said : 

“Speak,  Lord,  for  Thy  servant  hear- 
eth.” 

Bless  our  work  today  and  go  with  us 
through  the  day.  And  may  we  so  work- 
this  day  and  all  the  days  of  our  lives 
that  when  we  come  to  the  twilight  hour 
and  darkness  has  fallen  upon  the  day 
of  life,  may  we  not  be  afraid,  but  may 
Thy  voice  be  sweet  and  clear  to  us,  and 
may  we  hear,  “Thou  hast  been  faithful 
over  a  few  things;  I  will  make  thee  ruler 
over  many  things,  and  enter  thou  into 
the  joy  of  thy  love.” 

For  we  pray  our  prayer  in  our  blessed 
Saviour’s  name  and  for  His  sake. 
Amen. 


Wednesday,  April  29,  1959 

and  Reorganization  Plan  No.  2  of  1953”, 
returned  by  the  President  of  the  United 
States  to  the  Senate,  in  which  it  origi¬ 
nated,  with  his  objections,  and  passed  by 
the  Senate  on  a  reconsideration  of  the 
same,  it  was 

Resolved,  That  the  said  bill  pass,  two- 
thirds  of  the  Senators  present  having  voted 
in  the  affirmative. 

The  message  also  announced  that  the 
Vice'  President  has  appointed  Mr. 
Johnston  of  South  Carolina  and  Mr. 
Carlson  members  of  the  joint  select  com¬ 
mittee  on  the  part  of  the  Senate,  as  pro¬ 
vided  for  in  the  act  of  August  5,  1939, 
entitled  “An  act  to  provide  for  the  dis-> 
position  of  certain  records  of  the  UJ 
Government,”  for  the  disposition /of 
ecutive  papers  referred  to  in  thp re¬ 
port  of  the  Archivist  of  the  United/States 
JWgbered  5^ . . 


THE  JOURNAL 

The  Journal  of  the  proceedings  of  yes¬ 
terday  was  read  and  approved. 

MESSAGE  FROM  THE  SENATE 

A  message  from  the  Senate,  by 
McGown,  one  of  its  clerks,  announced 
that  the  Senate  had  passed  a  re§dlution, 
as  follows: 

Senate  Resolution  1 

Resolved,  That  the  Senate  has  heard  with 
profound  sorrow  the  announcement  of  the 
death  of  the  Honorable  Jam/s  G.  Polk,  late  a 
Representative  from  the  State  of  Ohio. 

Resolved,  That  a  committee  of  two  Sena¬ 
tors  be  appointed  by  the  Presiding  Officer  to 
join  the  committee  appointed  on  the  part  of 
the  House  of  Repi/sentatives  to  attend  the 
funeral  of  the  debased  Representative. 

Resolved,  That  the  Secretary  communicate 
these  resolutions  to  the  House  of  Representa¬ 
tives  and  transmit  a  copy  thereof  to  the 
family  of  the  deceased. 

Resolved,  That  as  a  further  mark  of  re¬ 
spect  io  the  memory  of  the  deceased  the 
Senate  do  now  adjourn  untU  11  antemeridian 
tonforrow. 

The  message  also  announced  that  the 
'  Senate  •  having  proceeded  to  reconsider 
the  bill  (S.  144)  entitled  “An  act  to  mod¬ 
ify  Reorganization  Plan  No.  II  of  1939 


MODIFICATION  OF  REORGANIZA¬ 
TION  PLAN  NO.  II  OF  1939  AND 
REORGANIZATION  PLAN  NO.  2  OF 
1953 

The  SPEAKER  laid  before  the  House 
the  following  message  from  the  Senate: 
In  the  Senate  of  the  United  States, 

April  28  (legislative  day  April  27) ,  1959. 
The  Senate  having  proceeded  to  recon¬ 
sider  the  bill  (S.  144)  entitled  “An  act  to 
modify  Reorganization  Plan  No.  II  of  1939 
and  Reorganization  Plan  No.  2  of  1953,”  re¬ 
turned  by  the  President  of  the  United  States 
to  the  Senate,  in  which  it  originated,  with 
his  objections,  and  passed  by  the  Senate  on 
a  reconsideration  of  the  same,  it  was 
“Resolved,  That  the  said  bill  pass,  two- 
thirds  of  the  Senators  present  having  voted 
in  the  affirmative.” 

Attest: 

Felton  M.  Johnston, 

Secretary. 

MODIFICATION  OF  REORGANIZA¬ 
TION  PLAN  NO.  II  OF  1939  AND 
REORGANIZATION  PLAN  NO.  2  OF 
1953— VETO  MESSAGE  FROM  THE 
PRESIDENT  OF  THE  UNITED 
STATES 

The  SPEAKER  laid  before  the  House 
the  following  veto  message  from  the 
President  of  the  United  States: 

To  the  Senate  of  the  United  States: 

I  return  herewith,  without  my  approv¬ 
al,  S.  144,  “An  act  to  modify  Reorgani¬ 
zation  Plan  No.  II  of  1939  and  Reorgani¬ 
zation  Plan  No.  2  of  1953.” 

The  bill  provides  that,  in  the  approval 
and  disapproval  of  loans,  the  Admin¬ 
istrator  of  the  Rural  Electrification  Ad¬ 
ministration  (REA)  shall  not  be  subject 
to  the  supervision,  direction,  or  other 
control  of  the  Secretary  of  Agriculture. 
In  all  other  respects  the  functions  and 
activities  of  the  REA  would  be  exercised 


within  the  Department  of  Agriculture 
under  the  general  direction  and  super¬ 
vision  of  the  Secretary. 

Were  S.  144  to  become  law  it  would 
mark  a  major  retreat  from  sound  ad¬ 
ministrative  policy  and  practice.  Twenty 
years  ago  the  REA,  then  an  independent 
agency,  was  by  reorganization  plan 
placed  within  the  Department  of  Agri¬ 
culture  and  under  the  general  direction 
and  supervision  of  the  Secretary.  The 
President,  in  his  message  transmitting 
Reorganization  Plan  No.  II  of  1939,  said 
that  the  proposed  reorganization  was  for 
the  “sole  purpose  of  improving  the  ad¬ 
ministrative  management  of  the  execu¬ 
tive  branch.” 

That  action  of  20  years  ago  accords 
entirely  with  the  later  finding  of  the  first 
Commission  on  Organization  of  the 
Executive  Branch  that:  “There  must  be 
a  clear  fine  of  authority  reaching  down 
through  every  step  of  the  organization 
and  no  subordinate  should  have  au¬ 
thority  independent  of  that  of  his 
superior.” 

Because  S.  144  violates  this  sound  in¬ 
junction  I  am  compelled  to  disapprove  it. 

Moreover,  there  is  nothing  in  the  re¬ 
cent  history  of  the  REA  which  affords 
any  basis  for  concluding  that  the  best 
interests  of  the  agency  or  the  public 
would  be  served  by  removing  the  Admin¬ 
istrator’s  loan-making  authority  from 
the  general  direction  and  supervision  of 
the  Secretary  of  Agriculture. 

The  REA  since  its  inception  has 
moved  steadily  in  the  accomplishment 
of  its  mission.  When  the  agency  was 
established,  only  a  small  percentage  of 
the  Nation’s  farms  had  central  station 
electric  service.  Today  96  percent  of 
our  farmers  have  such  service  and  about 
one-half  increase  has  been  provided  by 
REA  financed  facilities. 

In  the  past  6  years  the  REA  financed 
systems  have  made  their  greatest  prog¬ 
ress.  Loans  of  more  than  a  billion  dol¬ 
lars  have  been  made  in  this  period, 
nearly  half  as  much  as  was  loaned  by 
the  agency  in  the  previous  17  V2  years 
of  its  existence.  Power  sales  have  more 
than  doubled  since  1952,  loan  delinquen¬ 
cies  have  been  reduced  to  the  vanishing 
point  and  the  net  worth  of  electric  bor¬ 
rowers  has  more  than  tripled.  Plant 
investment  for  these  systems  has  more 
than  doubled  in  the  past  decade.  The 
REA  telephone  loan  program,  author¬ 
ized  in  1949,  has  resulted  in  loan  ap¬ 
provals  which  now  total  approximately 
$500  million  and'  modern  dial  telephone 
service  is  rapidly  being  extended  to  the 
Nation’s  rural  areas. 

The  REA  has  been  working  well  and 
progressing  efficiently  under  the  exist¬ 
ing  administrative  arrangements.  The 
change  in  those  arrangements  proposed 
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by  S.  144  would  be  contrary  to  the  pub¬ 
lic  interest. 

Dwight  D.  Eisenhower. 

The  White  House,  April  27,  1959. 

The  SPEAKER.  The  objections  of  the 
President  will  be  spread  at  large  upon 
the  Journal. 

Mr.  McCORMACK.  Mr.  Speaker,  I 
move  that  further  consideration  of  the 
President’s  message  be  postponed  until 
tomorrow. 

The  motion  was  agreed  to. 

HOUR  OF  MEETING  TOMORROW 

Mr.  McCORMACK.  Mr.  Speaker, 
ask  unanimous  consent  that  when  the'' 
House  adjourns  today  it  adjourn  to  meet 
at  1 1  o’clock  tomorrow. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mas¬ 
sachusetts? 

There  was  no  objection. 

COMMITTEE  ON  BANKING  AND 
CURRENCY 

Mr.  McCORMACK.  Mr.  Speaker,  I 
ask  unanimous  consent  that  the  Com¬ 
mittee  on  Banking  and  Currency  may  sit 
during  general  debate  today. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mas¬ 
sachusetts? 

There  was  no  objection. 


COMMITTEE  ON  LABOR  STANDARDS 

AND  COMMITTEE  ON  LABOR-MAN¬ 
AGEMENT 

Mr.  LANDRUM.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Committee 
on  Labor  Standards  and  the  Committee 
on  Labor-Management,  sitting  as  a  joint 
committee,  have  permission  to  sit  this 
afternoon  during  general  debate. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Georgia? 

There  was  no  objection. 

WE  NEED  IMMEDIATE  ACTION  ON 
THE  HOUSING  BILL 

(Mr.  PORTER  asked  and  was  given 
permission  to  extend  his  remarks  at  this/ 
point  in  the  "Record.) 

Mr.  PORTER.  Mr.  Speaker,  since 
February  27,  1959,  the  housing  bill/nas 
been  locked  up  in  the  rules  committee. 
On  Thursday,  April  16,  after  hearings  on 
the  bill,  S.  57,  a  tie  vote  in  the  committee 
denied  a  rule  on  this  important  legis¬ 
lation.  I  was  glad  to  hear  that  the 
Speaker  stated  that  the  jne  had  been 
broken  in  favor  of  the  bill 

The  housing  bill  is  important  to  our 
Nation’s  economy.  Every  day’s  delay  on 
this  legislation  is  harmful.  The  bill 
means  jobs  for  unemployed  workmen  in 
our  country.  It  means  improved  college 
housing.  It  mesms  better  homes,  fewer 
slums  and  an/lncreased  gross  national 
product. 

This  weejr'l  receive  another  letter  urg¬ 
ing  that  the  housing  bill  be  brought  to 
the  floor  for  action.  I  have  received 
many  such  letters. 


This  letter  came  from  Dr.  O.  Mere¬ 
dith  Wilson,  president  of  the  University 
of  Oregon  in  Eugene. 

Dr.  Wilson  writes,  in  part: 

We  have  been  disturbed  by  discovery  that 
the  Rules  Committee  of  the  House  of  Repre¬ 
sentatives  has  refused  to  clear  the  college 
housing  bill  for  consideration. 

This  university,  with  other  institutions  in 
the  State  system  of  higher  education  here  in 
Oregon,  has  made  application  for  housing 
loans  under  the  bill.  We  are  also  aware  of 
the  fact  that  many  our  fellow  institutions 
throughout  the  country  have  been  depend¬ 
ent  upon  the  housing  bill  much  more  di¬ 
rectly  than  we.  In  our  judgment,  it  is  on§ 
of  the  ways  in  which  the  Federal  Govern¬ 
ment  can  help  education  without  any  threat 
to  local  autonomy  and  with  considerable 
lelp  for  the  development  of  schools  during 
period  of  rapid  expansion. 

3jr.  Wilson  urges  the  earliest  possible 
action  and  so  do  I. 


Evidently  a  quorur 


I  ALL  OF  THE  HOUSE 

Mr.  SILER.  Mr.  Speaker,  I  make  the 
point  of  o\ler  that  a  quorum  is  not 
present. 

The  SPE/ 
is  not  present. 

Mr.  McCORMACK.  Mr.  Speak</,  I 
move  a  call  of  the  House. 

A  call  of  the  Housenvas  ordered 

The  Clerk  called  theSroll,  andrthe  fol¬ 
lowing  Members  failed  t\ansyer  to  their 
names: 

[Roll  No.  31] 


Andersen, 

Davis,  Tenn.  / 

MiUer,  N.Y. 

Minn. 

Diggs  / 

Pentins 

Ashley 

Downing  / 

Ranaall 

Barry 

Glenn  / 

Ray  V 

Bonner 

Hoffman/Mich. 

Rivers,  .S.C. 

Brewster 

Holifielfl 

Roberts  \ 

Buckley 

Jensej* 

Tollefson\ 

Bush 

Kilhnrn 

Westland 

Carter 

Kin (§,  Calif. 

Whitten 

Casey 

McMillan 

Cooley 

McSween 

The  SPEAKER.  On  this  rollcall  400 
Members  ^answered  to  their  names,  a 
quorum 

By  unanimous  consent,  further  pro¬ 
ceedings  under  the  call  were  dispensed 
witl 


CORRECTION  OF  ROLLCALL 

Mr.  MEADER.  Mr.  Speaker,  on  roll¬ 
call  No.  30  I  am  incorrectly  shown  as  not 
having  voted.  I  was  present  and  voted 
for  the  bill  and  I  ask  unanimous  consent 
that  the  permanent  Record  be  corrected 
accordingly. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Michigan? 

There  was  no  objection. 


REREFERENCE  OF  CERTAIN  BILLS 

Mr.  TEAGUE  of  Texas.  Mr.  Speaker, 
I  ask  unanimous  consent  that  the  bills 
H.R.  3244  and  H.R.  3991  for  the  relief 
of  Harold  N.  Ward  be  rereferred  from 
the  Committe?  on  Veterans’  Affairs  to 
the  Committee  on  the  Judiciary. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Texas? 

There  was  no  objection. 


AMENDING  RAILROAD  RETIRED 
ACT  OF  1937,  THE  RAILROAD 
TIREMENT  TAX  ACT,  AND 
RAILROAD  UNEMPLOYMENT  IN¬ 
SURANCE  ACT 

Mr.  MADDEN.  Mr.  Speaker,  by  di¬ 
rection  of  the  Committee  on  .Rules,  I  call 
up  House  Resolution -248  a/id  ask  for  its 
immediate  consideration. , 

The  Clerk  read  as  follows: 

Resolved,  That  upon  tae  adoption  of  this 
resolution  it  shall  be  h*  order  to  move  that 
the  House  resolve  itself  into  the  Committee 
of  the  Whole  House  on  the  State  of  the  Union 
for  the  consideration  of  the  bill  (H.R.  5610) 
to  amend  the  lyfilroad  Retirement  Act  of 
1937,  the  Railroad  Retirement  Tax  Act,  and 
the  Railroad  Unemployment  Insurance  Act, 
so  as  to  proyide  increases  in  benefits,  and 
for  other  purposes.  After  general  debate, 
which  shall  be  confined  to  the  bill,  and  shall 
continue/not  to  exceed  four  hours,  to  be 
equally/aivided  and  controlled  by  the  chair¬ 
man  ind  ranking  minority  member  of  the 
Committee  on  Interstate  and  Foreign  Com¬ 
merce,  the  bill  shall  be  read  for  amendment 
Lder  the  five-minute  rule.  At  the  con- 
lusion  of  the  consideration  of  the  bill  for 
amendment,  the  Committee  shall  rise  and 
report  the  bill  to  the  House  with  such 
amendments  as  may  have  been  adopted,  and 
the  previous  question  shall  be  considered 
as  ordered  on  the  bill  and  amendments 
thereto  to  final  passage  without  intervening 
motion  except  one  motion  to  recommit. 

Mr.  MADDEN.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

(Mr.  MADDEN  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  MADDEN.  Mr.  Speaker,  H.R. 
5610  is  of  direct  and  in  many  cases  of 
vital  importance  to  some  2  million  of 
our  fellow  citizens  and  their  families. 
These  include  railroad  men  and  women 
of  America,  actively  employed  by  rail¬ 
roads  and  also  the  retired  and  unem¬ 
ployed.  These  people  have  been  pa¬ 
tently  waiting  for  Congress  to  act  on 
[is  legislation  for  several  years. 

"  ’he  high  cost  of  living  and  inflation 
hasNbeen  devastating  on  the  retired  citi¬ 
zen  during  the  last  few  years.  The  un¬ 
employed  railroad  workers,  whether 
permanent  or  temporary,  has  been  shut 
out  of  theonarket  for  most  of  life’s  ordi¬ 
nary  conveniences  by  reason  of  condi¬ 
tions  beyoncKhis  or  her  control. 

During  the\85th  session  of  Congress, 
the  railroad  retirement  legislation  was 
postponed  and  inexcusably  neglected.  A 
great  number  of  our  Members  constantly 
fought  to  secure  favorable  action  on  rail¬ 
road  retirement  legislation  but  to  no 
avail.  The  time  has  anally  arrived  for 
the  Congress  to  act. 

The  purpose  of  this  legislation  is,  gen¬ 
erally  speaking,  to  strengthen  and  place 
on  a  sound  self-supporting  bVsis  the  rail¬ 
road  retirement  and  the  railroad  unem¬ 
ployment  insurance  system. 

Each  Member  of  the  Hous\should 
acquaint  himself  with  all  the  provisions 
of  H.R.  5610.  The  bill  has  outstanding 
merits  and  it  also  contains  several  pro¬ 
visions  which  are  highly  detrimental-, 
the  railroad  workers  and  their  familie\ 
The  most  important  provisions  of  H.RA 
5610,  as  approved  by  a  majority  of  the 
Committee  on  Interstate  and  Foreign 
Commerce,  are  these : 


legislation  is  necessary  the  Committee  will  expect  the  Department  to  make 
appropriate  recommendations  to  Congress.  The  Committee  has  in  mind 
Mexican  farm  labor,  but  also,  and  more  especially,  domestic  migratory 
labor It  is  unthinkable  that  American  citizens  should  not  be  afforded  at 
least  asymich  protection  by  their  Government  as  it  gives  to  Mexican  farm 
laborers.*' 

Federally  impacted  areas.  "The  Committee  recognizes  that  tj/e se  school 
districts  havfe  planned  the  financing  of  their  school  systems  with  the 
expectation  thW  they  would  receive  these  funds.  Thus,  tro  make  reductions 
now  would  be  unrair  and  would  certainly  disrupt  many  edj/cational  programs. 
However,  it  is  arso  the  Committee's  belief  that  serious  consideration 
should  be  given  this  basic  legislation  with  a  view  to  /possible  revision  to 
remove  from  eligibi\ity,  or  considerably  reduce  the/entitlements  of  school 
districts  in  areas  where  it  is  highly  questionable^  that  the  Federal  activ¬ 
ities  have  an  adverse \f feet  on  the  financing  of/the  school  system.  The 
Committee  has  in  mind  a^eas  such  as  those  arouna  Washington,  D.  C. ,  where 
children  of  parents  who  work  on  Federal  property  but  pay  local  taxes  that 
support  the  school  system\ just  the  same  as  ydo  their  neighbors  who  do  not 
work  on  Federal  property,  are  none-the-less/included  in  the  count  of  chil¬ 
dren  for  which  Federal  payments  under  the^e  two  programs  are  made. 


}.  ELECTRIFICATION.  By  a  vote  of  280  to  146,  sustained  the  President's  veto  of 
S.  144,  to  give  the  REA  Administrator  additional  authority  over  the  approval 
of  loans,  pp.  6488-95  - 

+  .  ATOMIC  ENERGY.  Rep.  Holifield  announ<4X  that  the  Special  Subcommittee  on 
Atomic  Energy  is  planning  hearings  ay  5\through  0  on  the  problem  of  radio¬ 
active  fallout  from  nuclear  weapon's  tests\  and  inserted  several  statements 
regarding  the  matter,  pp.  6533-j 

3.  CREDIT  UNIONS.  Rep.  Patman  reviewed  the  provisions  of  his  bill,  H.  R.  5777, 
to  modernize  the  Federal  Credit  Union  Act.  p.^547 

5.  REPORTS.  Received  the  annual  report  of  HEW  for  19x8.  p.  6551' 

if  /  /  \  \ 

7.  PUBLIC  LANDS.  Received /from  Interior  a  proposed  bil^’to  facilitate  the  admin¬ 
istration  of  the  public  lands" ;  to  Interior  and  Insular  Affairs  Committee, 
p.  6551 

B.  SMALL  BUSINESS.  Received  from  the  Small  Business  Administration  a  proposed 
bill,  "Small  Business  Act  Amendments  of  1959";  to  Banking  ^nd  Currency  Com¬ 
mittee.  p.  65! 

9.  LEGISLATIVE  PROGRAM.  Rep.  McCormack  announced  that  the  Consents  Calendar  will 
be  called  Mon. ,  May  4.  pp.  6529-30 

>.  ADJOURNEJ/  until  Mon.,  May  4.  p.  6551 

ITEMS  IN  APPENDIX 


FAMiLY  FARMS.  Sen.  Johnson  stated  that  "sometimes  the  small  farmer  feeks  that 
current  policies  are  aimed,  not  so  much  at  eliminating  surpluses,  as  at  elim¬ 
inating  small  farms,"  and  inserted  two  editorials  which  suggest  that  oui  ^ 
current  problems  began  when  so  many  small  operators  were  driven  off  the  lahd. 

p.  A3579 


22.  RU&&L  DEVELOPMENT.  Sen.  Thurmond  inserted  an  article,  "Rural  Development  fn 

the  New  South."  p.  A3588 

23.  SURPLUS  COMMODITIES.  Extension  of  remarks  of  Sen.  Martin  stating  that/ 

Chas.  BV  Shuman,  American  Farm  Bureau  Federation,"  presented  evidence  that  the 
Soviet  Union  was  using  wheat ,  some  of  which  originated  on  U.  S.  farms,  to  con¬ 
tinue  its  destructive  economic  warfare,"  and  inserting  an  article /commenting 
on  Mr.  Shum\n's  statement.  p.  A3601  / 

24.  ELECTRIFICATION'.,  Extension  of  remarks  of  Rep.  Santangelo  commending  REA  pro¬ 

grams  and  discuasing  the  development  of  electrification  in  Pj/erto  Rico  under 
REA.  pp.  A3608-^.  A3617-9  / 

25.  WILD  HORSES,  Rep.  Baring  inserted  a  letter  urging  enactment  of  H.  R.  2725,  to 

prohibit  the  use  of  aircraft  or  motor  vehicles  to  hunt  ^certain  wild  horses  or 
burros  on  land  belonging  to  the  U.  S.  pp.  A3621-3  / 

26.  BUDGET.  Rep.  Rhodes  inserted  an  editorial,  "Budget  Director's  Timetable," 

which  includes  excerpts  from  an  address  by  Mauri  ce/H.  Stans,  Director  of  the 
Bureau  of  the  Budget,  pp.  A3622-3  / 

27.  FOOD-FOR- PEACE.  Extension  of  remarks  of  Rep.  ICArth  stating  that  it  is  refresh¬ 

ing  to  know  that  "we  are  beginning  to  see  the/ enormous  use  and  value  of  our 
food  resources  --  that  it  is  a  gi££  to  be  used  for  man;  not  for  the  purpose  of 
rotting  in  food  storage  tanks,"  anav inserting  an  interview  with  Sen.  Humphrey, 
"Food  for  Peace  --  Our  Miracle  WeapoH."  jpp.  A3626-7 

28.  POULTRY.  Rep.  Harrison,  Va. ,  stated  th^i;  "the  great  poultry  industry  is  in 

trouble,"  and  inserted  an  editorial ,  /ThX  Great  Broiler  Dilemma."  pp. 

A3627-8  /  \ 

29.  FOREST  PRODUCTS.  Rep.  Ullman  inse/ted  an  article,  "First  Lumber  Cut  in  Oregon 

Country  in  1827,"  pertaining  to/the  history  of\Oregon's  lumber  production, 
p.  A3634  /  \ 

30.  PERSONNEL.  Rep.  Murray  inserted  the  testimony  of  LLoyd  Wright,  chairman  of  tK 

former  Commission  on  Government  Security,  before  the^House  Post  Office  and 
Civil  Service  Committee  favoring  legislation  to  provide  for  the  suspension  of 
Federal  employees  in  the/interest  of  national  security\  pp.  A3639-40 

/  BILLS  INTRODUCED  \ 

31.  PERSONNEL.  S.  1843,/by  Sen.  Johnston,  S.  Car.,  to  establish \  system  for  the 

classification  and'  compensation  of  scientific  and  professionals, positions  in 
the  Federal  Government;  to  Post  Office  and  Civil  Service  Committee. 

S.  1844,  by  /en.  Johnston,  S.  Car.,  (by  request)  to  provide  certain  survivo 
annuities  payable  from  the  civil  service  retirement  and  disability\fund;  to 
Post  Office  /id  Civil  Service  Committee.  \ 

32.  PATENTS,  y.  1845,  by  Sen.  Johnston,  S.  Car.,  (by  request)  to  amend  title  35  of 

the  United  States  Code  relating  to  patents;  to  Post  Office  and  Civil  SeWice 
Committee.  \ 

33.  PROPERTY.  S.  1846,  by  Sen.  Humphrey  (for  himself  and  others),  to  facilitateNth 

dis/overy  and  recovery  by  the  States  of  unclaimed  personal  property  in  the  cus 
tody  of  Federal  agencies;  to  Government  Operations  Committee.  Remarks  of 
Sen.  Humphrey.  pp.  6408-10 


Theiffouse  met  at  11  o’clock  a.m. 

Rev.  James  Pickett  Wesberry,  D.D., 
LL.D.,  pastor  of  the  Morningside  Baptist 
Church,  Atlanta,  Ga.,  offered  the  follow¬ 
ing  prayer:  \ 

GoU  is  our  rehwe  and  strength,  a  very 
present  help  in  trouble. — Psalm  46:  1. 

On  the  thresholck' of  another  day  in 
Congress,  O  God,  approach  Thy 
throne  in  deep  humility^of  spirit.  Deeply 
conscious  of  our.  insumtoency  we  cast 
ourselves  upon  Thine  aU-sufficiency. 
Thou  art  our  help  in  ages  patt,  our  hope 
for  years  to  come,  and  our  siiWter  from 
the  stormy  blast.  ^ 

We  feel  deeply  the  sting  and  sorrow  of 
our  sins  and  most  humbly  confess  Ttoem 
and  beg  Thy  merciful  forgiveness.  B£t 
the  healing  shadow  of  Thy  cross  rest 
upon  us,  giving  us  peace  with  everybody^ 
and  everything. 

How  good  Thou  art  to  let  us  live  in  a 
land  where  the  individual  does  not  lose 
his  halo.  May  everything  we  do  be  sup¬ 
planted  by  the  overwhelming  desire  to 
love,  lift,  and  lighten.  To  this  end  we 
would  rededicate  our  lives,  our  talents, 
our  all,  as  instruments  in  Thy  hands  for 
the  good  and  peace  of  the  world. 

Grant,  we  most  reverently  beseech 
Thee,  to  all  who  bear  the  burdens  and 
responsibilities  of  Government,  patience 
in  tribulation,  fervency  in  spirit,  joy  in 
hope,  steadfastness  in  purpose,  consist¬ 
ency  in  character,  persistence  in  right¬ 
eousness,  and  efficacy  in  prayer.  Give 
us  the  able  mind,  the  large  heart,  the 
magnanimous  soul,  the  far  vision,  the 
warm,  friendly,  strong  hand,  and  true 
wisdom  to  find  our  refuge  and  strength 
in  Thee.  Through  Jesus  Christ  our  Lord 
who  strengtheneth  us  to  do  all  things. 
Amen.' 


THE  JOURNAL 

The  Journal  of  the  proceedings  of  yes 
terday  was  read  and  approved. 


MESSAGE  FROM  THE  SENATE 

A  message  from  the  Senate  by  Mr.  Mc- 
Gown,  one  of  its  clerks,  announ/ed  that 
the  Senate  had  passed,  withojrft  amend¬ 
ment,  bills  and  a  joint  resolution  of  the 
House  of  the  following  titles: 

H.R.  7.  An  act  to  authorize  the  Secretary  of 
Defense  to  lend  certain  Aiany,  Navy,  and  Air 
Force  equipment  and  pr/vide  certain  services 
to  the  Boy  Scouts  of  America  for  use  at  the 
Fifth  National  Jamboree  of  the  Boy  Scouts 
of  America,  and  fop'other  purposes; 

H.R.  296.  To  authorize  the  Secretary  of  De¬ 
fense  to  lend  eertain  Army,  Navy,  and  Air 
Force  equipment  and  to  provide  transporta¬ 
tion  and  otJtfer  services  to  the  Boy  Scouts  of 
America  inrconnection  with  the  World  Jam¬ 
boree  ofyBoy  Scouts  to  be  held  in  the  Philip¬ 
pines  in  1959;  and  for  other  purposes; 


Thursday,  April  30,  1959 

H  R.  1411.  An  act  for  the  relief  of  T.  V. 
Cashen;  i 

H.R.  1453.  An  act  for  the  relief  of1  Mrs. 
Mathilde  Ringol; 

H.R.  1462.  An  act  for  the  relief  of  Logan 
Duff; 

H.R.  1535.  An  act  for  the  relief  of  Sister 
Mary  Damion  (Maria  Saveria  D’Amelio) , 
Sister  Maria  Tarcisia  (Maria  Giovanna  Fen- 
uta),  and  Sister  Mary  Regina  (Maria  Lizzi); 

H.R.  1691.  An  act  for  the  relief  of  Oliver  O. 
Newsome; 

H.R.  1727.  An  act  for  the  relief  of  Dimitrios 
Kondoleon  (also  known  as  James  Kondol- 
ous) ; 

H.R.  2063.  An  Act  for  the  relief  of  Otis 
Parks,  W.  B.  Dunbar,  and  J.  C.  Dickey; 

H.R.  2099.  An  act  to  provide  for  a  post¬ 
humous  cast  award  in  recognition  of  the 
scientific  contributions  in  the  field  of  elec¬ 
tronic  ordnance  made  by  the  late  Paul,  M. 
Tedder; 

^  H.R.  2237.  An  act  to  amend  Chapter  13 — 
Wage  Earners’  Plans — of  the  Bankruptcy  Act; 

SLR.  2281.  An  act  to  provide  for  the  pay- 
merNvof  relocation  expenses  to  Milo  G.  and 
Patricia  Wingard;  / 

H.R. 3&95.  An  act  for  the  relief  of  the 
Sterilon  Gtorp.  / 

H.R.  2603^An  act  for  the  relief  or  the 
American  Hyfchotherm  Corp.;  / 

H.R.  2949.  AWact  for  the  relief  at  Lois  K. 
Alexander;  / 

H.R.  2975.,  An  aok  to  validate payments  of 
certain  quarters  allowances  rnade  in  good 
faith,  and  pursuantNto  agreements  by  au¬ 
thorized  ofiicials,  to  emptov/es  of  the  Depart¬ 
ment  of  the  Navy,  buOwhich  were  subse¬ 
quently  determined  to /be  inconsistent  with 
applicable  regulations/ 

H.R.  3095.  An  acyior  the  relief  of  Hilary 
W.  Jenkins,  Jr.;  / 

H.R.  3939.  An  /cX  for  the  relief^  Virginia 
E.  Speer;  /  \ 

H.R.  4121.^An  act  for  the  relief  of^ertain 
members  a/ the  Armed  Forces  of  the  uWted 
States,  or/their  survivors,  who  were  captured 
and  held  as  prisoners  of  war  in  the  Korean* 
hostilities;  ' 

H<R.  4314.  An  act  for  the  relief  of  Samuel 
Abraham,  John  A.  Carroll,  Forrest  E.  Robin¬ 
son,  Thomas  J.  Sawyers,  Jack  Silmon,  and 
'David  N.  Wilson; 

H.R.  4615.  An  act  to  relieve  certain  mem¬ 
bers  and  former  members  of  the  naval  serv¬ 
ice  of  liability  to  reimburse  the  United  States 
for  the  value  of  transportation  requests  er¬ 
roneously  furnished  to  them  by  the  United 
States,  and  for  other  purposes; 

H.R.  4913.  An  act  to  amend  the  National 
Aeronautics  and  Space  Act  of  1958  to  author¬ 
ize  the  National  Aeronautics  and  Space  Ad¬ 
ministration  to  lease  buildings  in  the  Dis¬ 
trict  9f  Columbia  for  its  use;  and 

H.J.  Res.  301.  Joint _  resolution  providing 
for  printing  copies  of  “Cannon’s  Procedure 
in  the  House  of  Representatives.’’ 

The  message  also  announced  that  the 
Senate  had  passed  bills,  a  joint  resolu¬ 
tion,  and  concurrent  resolutions  of  the 
following  titles,  in  which  the  concurrence 
of  the  House  is  requested: 

S.  29. -An  act  for  the  relief  of  Magda  Kusen 
Canjuga; 


S.  33.  An  act  for  the  relief  of  Bectha 
Glickmann;  / 

S.  114.  An  act  to  provide  for  equal/treat¬ 
ment  of  all  State-owned  hydroelectric  power 
projects  with  respect  to  the  takin'g  over  of 
such  projects  by  the  United  States; 

S.  178.  An  act  for  the  relief  sn  Wong  Bick 
Quon  (Maria  Wong);  / 

S.  181.  An  act  for  the/relief  of  Mary 
(Marija)  Grom;  / 

S.  182.  An  act  for  the/relief  of  Yong  Chul 
Jurgens;  / 

S.  199.  An  act  for  ine  relief  of  Stanislawa 
Siedlecka  (Re  j  mail/; 

S.  219.  An  act  to  provide  for  the  construc¬ 
tion  of  a  fireproof  annex  building  for  the 
use  of  the  Government  Printing  Office,  and 
for  other  purposes; 

S.  245.  Ail  act  for  the  relief  of  Umeko 
Parker;  / 

S.  334c  An  act  for  the  relief  of  Hilda  M. 
Humpole  Goldschmidt; 

S/441.  An  act  to  extend  the  duration  of 
the  Federal  air  pollution  control  law,  and 
for  other  purposes; 

'  S.  498.  An  act  to  extend  the  life  of  the 
Alaska  International  Rail  and  Highway  Com¬ 
mission,  and  to  make  a  change  in  the  mem¬ 
bership  of  such  Commission; 

S.  524.  An  act  for  the  relief  of  Giovanni 
Malara; 

S.  548.  An  act  granting  the  consent  of  Con¬ 
gress  to  a  Great  Lakes  Basin  Compact,  and 
for  other  purposes; 

S.  587.  An  act  to  provide  for  the  advance¬ 
ment  of  Capt.  Edward  J.  Steichen,  U.S.  Naval 
Reserve  (retired) ,  to  the  grade  of  rear  admiral 
on  the  Naval  Reserve  retired  list; 

S.  593.  An  act  for  the  relief  of  Angelinas 
Cuacos  Steinberg; 

S.  601.  An  act  to  authorize  and  provide  for 
the  construction  of  the  Bardwell  Reservoir; 

S.  611.  An  act  for  the  relief  of  Harry  H. 
Nakamura;  ^ 

S.  625.  An  act  for  the  relief  of  Sophie 
Stankus  also  known  as  Sister  Saint  Ignace; 

S.  626.  An  act  for  the  relief  of  Maria  Wolf¬ 
ram; 

S.  843.  An  act  for  the  relief  of  Ursula  Ge- 

vwinner; 

N\S.  848.  An  act  for  the  relief  of  Petar 
TNaojevic; 

Sxfi40.  An  act  for  the  relief  of  Anthony 
LousSjes; 

S.  103)0  An  act  for  the  relief  of  Asae 
Nishimowo 

S.  1197.  act  to  amend  the  Atomic 

Energy  Act  otM954,  as  amended; 

S.  1228.  An  i^ct  to  amend  Public  Law  85- 
590  to  increase  \toe  authorization  for  appro¬ 
priations  to  the  jttpmic  Energy  Commission 
in  accordance  with  xSction  261  of  the  Atomic 
Energy  Act  of  1954,  as^mended,  and  for  other 
purposes;  \\ 

S.  1239.  An  act  for  tfi^relief  of  Herbert 
Westermann.  \\ 

S.  1315.  An  act  for  the  incHrporation  of  the 
Blue  Star  Mothers  of  AmericaSJnc.; 

S.  1368.  An  act  to  amend  sections  503  and 
504  of  the  Federal  Aviation  AeiNpf  1958  to 
facilitate  financing  of  new  jet  and  turboprop 
aircraft;  N. 

S.J.  Res.  16.  Joint  resolution  to  designate 
the  lake  to  be  formed  by  the  waters  Nun- 
pounded  by  the  Dickinson  Dam  in  the  State 
of  North  Dakota  as  Edward  Arthur  Patterson 
Lake; 
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S.  Con.  Res.  21.  Concurrent  resolution  fav¬ 
oring  the  suspension  of  deportation  in  the 
cases  of  certain  aliens;  and 

S.  Con.  Res.  22.  Concurrent  resolution  to 
print  additional  copies  of  certain  hearings 
on  transportation  problems  in  Maryland,  Vir¬ 
ginia,  and\  the  Washington  metropolitan 


area. 


CALL- OP  THE  HOUSE 

Mx*.  NATCHER.  Mr.  Speaker,  I  make 
the  point  of  order  that  a  quorum  is  not 
present.  \ 

The  SPEAKER.  \  Evidently,  no  quo¬ 
rum  is  present.  \ 

Mr.  ALBERT.  MrNSpeaker,  I  move  a 
call  of  the  House.  \ 

A  call  of  the  House  was  ordered. 

The  Clerk  called  the  ro}l,  and  the  fol¬ 
lowing  Members  failed  to  Answer  to  their 
names: 


[Roll  No.  33] 

Diggs  Rodino 

Dorn,  N.Y.  Weater 

King,  Utah  Westland 


April  30 


Alford 
Bush 
Carter 
Celler 

The  SPEAKER.  On  this  rollcatl  420 
Members  have  answered  to  their  napies, 
a  quorum.  . 

By  unanimous  consent,  further  pro¬ 
ceedings  under  the  call  were  dispenses 
with. 

MODIFICATION  OF  REORGANIZA¬ 
TION  PLAN  NO.  II  OF  1939  AND 

REORGANIZATION  PLAN  NO.  2  OF 

1953 

The  SPEAKER.  The  unfinished  busi¬ 
ness  is  the  further  consideration  of  the 
veto  of  the  President  of  the  bill  S.  144,  to 
modify  Reorganization  Plan  No.  n  of 
1939  and  Reorganization  Plan  No.  2  of 
1953. 

The  question  is,  Will  the  House,  on 
reconsideration,  pass  the  bill,  the  objec¬ 
tions  of  the  President  to  the  contrary 
notwithstanding  ? 

The  Chair  recognizes  the  gentleman 
from  Florida  [Mr.  Fascell]  . 

Mr.  FASCELL.  Mr.  Speaker,  every 
Member  of  this  House  understands  the 
purpose  of  the  legislation  and  the  Presi¬ 
dent’s  objections  thereto  as  set  forth  in 
the  veto  message.  The  issues  are.  clear. 
We  understand  the  reasons  for  the  adop¬ 
tion  of  the  legislation  and  the  President’s 
objections. 

Mr.  Speaker,  the  principle  embodied  in 
S.  144  has  been  under  review  by  the 
Congress  for  2  years.  Extensive  hear¬ 
ings  have  been  held;  many  witnesses, 
both  pro  and  con,  have  been  heard;  and 
otherwise  extensive  consideration  has 
been  given  to  this  whole  question. 

All  of  us  here  are  in  complete  agree¬ 
ment  as  to  the  necessity  for  and  the 
benefits  derived  from  the  Rural  Electrifi¬ 
cation  Administration. 

The  purpose  of  the  legislation  and  the 
reasons  for  its  adoption  have  heretofore 
been  thoroughly  debated  in  this  body. 
Therefore,  I  shall  briefly  summarize  the 
issue. 

The  legislation  restores  to  the  Admin¬ 
istrator  of  the  Rural  Electrification  Ad¬ 
ministration  the  authority  to  approve  or 
disapprove  loans  to  be  made  under  the 
Rural  Electrification  Act  of  1936.  There 
are  other  purposes,  but  this  is  the  prin¬ 
cipal  one. 


After  the  adoption  of  Reorganization 
Plan  No.  2  of  1953,  wherein  all  functions 
and  operations  of  the  REA  were  trans¬ 
ferred  to  the  Secretary  of  Agriculture, 
the  Secretary  of  Agriculture  immediately 
redelegated  all  such  functions  and  opera¬ 
tions  to  the  Administrator  of  the  Rural 
Electrification  Administration.  So  that 
for  all  practical  purposes  the  Adminis¬ 
trator  of  the  REA  was  independent,  par¬ 
ticularly  for  loan-making  purposes,  ex¬ 
cept  for  general  administrative  super¬ 
vision,  just  as  he  was  prior  to  the  adop¬ 
tion  of  the  reorganization  plan. 

In  1957,  however,  the  Secretary  of 
Agriculture  instituted  a  new  policy 
whereby  an  official  of  his  Department  ex¬ 
ercised  a  review  of  all  applications  for 
loans  from  the  REA.  This  had  the  effect 
of  restricting  the  authority  of  the  Ad¬ 
ministrator  to  approve  loans,  since  he 
could  not  grant  final  approval  without 
this  prior  review.  The  purpose  for  such 
review  was,  as  admitted,  to  have  influ¬ 
ence  on  the  policies  of  such  loan  applica¬ 
tions  prior  to  the  time  that  the  loan  was 
agreed  to.  These  events  were  specifically 
brought  out  in  the  testimony  of  the  com¬ 
mittee  and  are  alluded  to  in  the  original 
debate  on  the  passage  of  the  legislation, 
appearing  on  page  5236  of  the  Congres¬ 
sional  Record  for  April  14,  1959. 

This  action  taken  by  the  Secretary  of 
Agriculture  was  contrary  to  the  under¬ 
standing  of  many  Members  of  Congress 
when  the  Reorganization  Plan  of  1953 
was  adopted.  It  was  felt  by  them  that 
this  new  procedure  was  a  substantial 
change  in  the  method  of  the  operation 
of  the  REA,  and  that  the  Secretary  of 
Agriculture,  before  instituting  such  a 
change,  should  have  consulted  with  the 
Members  of  Congress,  as  he  had  agreed 
to  do,  at  the  time  of  the  adoption  of  the 
1953  Reorganization  Plan. 

In  view  of  the  admission  of  the  Direc¬ 
tor  of  Agricultural  Credit  Services,  that 
such  procedure  was  a  direct  effort  to  in¬ 
fluence  policies  on  granting  of  a  loan 
prior  to  its  approval  by  the  Administra¬ 
tor  of  REA,  many  of  us  felt  that  this 
was  an  unwarranted  interference  with 
the  judgment  and  discretion  of  the  Ad¬ 
ministrator  of  the  Rural  Electrification 
Administration  and  the  operation  of  his 
office.  Furthermore,  such  a  concept  con¬ 
flicted  directly  with  the  original  intent 
of  Congress  in  establishing  the  office. 
The  Administrator  of  the  REA  is  a  Presi¬ 
dential  appointee  with  a  10-year  term  of 
office,  to  be  confirmed  by  the  Senate,  so 
as  to  remove  him  somewhat  from  the 
direct  pressures  of  political  policies  em¬ 
anating  from  changes  in  administration. 

It  is  obvious  and  was  admitted  in  the 
testimony  that  other  standards  and  cri¬ 
teria  than  those  called  for  in  the  Rural 
Electrification  Act  were  being  applied  to 
the  loan  applications,  and  that  there  is 
a  superimposing  on  or  a  substituting  of 
the  judgment  and  decisions  of  the  Ad¬ 
ministrator  of  the  REA  program,  which 
had  heretofore  never  been  exercised. 

The  argument  that  the  proposal  in 
the  legislation  is  bad  administration  in 
that  the  Secretary  would  have  the  re¬ 
sponsibility  for  the  operation  of  the  REA 
as  an  organization  within  his  Depart¬ 
ment  and  yet  would  not  have  the  admin¬ 
istrative  and  other  control  necessary  for 
good  management  is  without  weight. 


There  are  many  other  ways  by  which  the 
administration  can  express  its  policies 
regarding  this  program. 

As  a  matter  of  fact,  the  REA  would  be 
retained  as  an  identifiable  unit  within 
the  Department  of  Agriculture.  The 
Secretary  would  have  complete  super¬ 
visory  and  administrative  responsibility 
and  jurisdiction.  The  Administrator  of 
REA,  however,  would  have  the  sole  right 
to  approve  or  deny  a  loan.  The  criteria, 
standards,  the  purposes  and  necessity  for 
such  loans  are  clearly  set  forth  by  Con¬ 
gress  in  the  lawmaking  and  providing 
for  such  loans.  There  is  no  cogent 
reason  for  nonlegislative  policy  decisions. 

Those  who  oppose  this  legislation 
choose  to  overlook  the  fact  that  the  REA. 
and  its  Administrator  have  in  fact  op¬ 
erated  under  the  concepts  proposed  in 
this  legislation  from  1939  to  1957,  during 
which  time,  all  are  agreed  the  operation 
was  beneficial,  accomplished  its  purposes, 
and  without  any  undue  administrative 
burden. 

Therefore,  the  issue  is  simply  that  the 
Secretary  of  Agriculture  in  1957  chose  to 
change  this  method  of  operation  and 
interject  his  policy  decisions.  The  ma¬ 
jority  of  both  Houses  of  Congress  do  not 
agree  with  this.  There  is  a  direct  issue 
concerning  the  intent  of  the  Congress 
about  a  program  of  tremendous  merit 
which  has  had  outstanding  success  in 
bringing  light  and  power  to  rural  Amer¬ 
ica  since  1936. 

While  the  issue  is  simple,  the  neces¬ 
sity  of  retaining  congressional  intent  in 
the  operation  of  this  program  is  vital  and 
urgent  to  its  continued  operation.  The 
injection  of  administration  policies  into 
the  loan  operations  of  the  REA  in  my 
opinion  should  be  removed. 

Therefore,  Mr.  Speaker,  I  urge  that  the 
bill,  S.  144,  be  passed,  the  veto  of  the 
President  to  the  contrary  notwithstand¬ 
ing. 

Mr.  Speaker,  I  ask  unanimous  con¬ 
sent  that  I  may  revise  and  extend  my  re¬ 
marks  and  that  all  other  Members  who 
desire  to  do  so  may  have  the  same  privi¬ 
lege. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

Mr.  WEAVER.  Mr.  Speaker,  it  has 
not  been  often-during  my  tenure  in  this 
House  that  I  have  chosen  to  set  myself 
as  opposed  to  the  President  of  the  United 
States.  Such  a  decision  is  a  hard  one 
for  a  person  of  my  political  beliefs  to 
make.  Believe  me,  it  was  only  after 
long  and  careful  consideration,  deep  and 
concentrated  thought,  that  I  have  made 
that  decision. 

With  all  due  respect  to  the  man  who 
has  so  ably  led  this  Nation  through 
troublesome  times,  I  believe  that  his  veto 
of  the  Rural  Electrification  Administra¬ 
tion  reorganization  program  should  not 
be  sustained  by  the  House. 

Mr.  Speaker,  when  the  bill  was  first 
before  the  House  I  voted  in  favor  of  it. 
I  did  so  then  because,  as  a  representative 
of  a  State  which  has  grown  greatly  dur¬ 
ing  the  years  in  which  REA  has  been 
in  operation,  I  believe  Rural  Electrifi¬ 
cation  has  been  largely  responsible  for 
this  growth.  I  feel  very  strongly  that 
the  Administrator  of  this  vital  agency 
must  have  that  kind  of  freedom  of  action 
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which  will  continue  to  benefit  the  rural 
areas  of  our  Nation,  unhindered  by  the 
stultifying  effects  of  too  much  adverse 
departmental  control. 

I  felt  those  reasons  to  be  valid  when 
I  voted  in  favor  of  the  bill  in  the  House. 
I  still  feel  them  to  be  valid  reasons,  de¬ 
spite  the  action  by  the  President. 

In  voting  for  the  bill,  originally  I  knew 
I  was  taking  a  course  that  differed  from 
that  of  the  President.  I  did  so  after 
deep  thought  and  consideration.  I  do 
not  believe  there  have  been  developments 
which  would  alter  that  course. 

Therefore,  Mr.  Speaker,  I  am  in  favor 
of  overriding  the  President’s  veto  of  this 
bill.S.  114. 

Mr.  SANTANGELO.  Mr.  Speaker,  I 
rise  to  support  S.  144,  which  the  Presi¬ 
dent  has  vetoed  and  returned  to  this 
House.  S.  144  has  two  purposes.  First, 
to  restore  to  the  Administrator  of  the 
Rural  Electrification  Administration  the 
authority  to  approve  or  disapprove  loans 
to  be  made  under  the  Rural  Electrifica¬ 
tion  Act  of  1936.  The  second  purpose 
is  to  establish  in  the  Rural  Electrifica¬ 
tion  Administration  functions  which  it 
had  prior  to  the  passage  of  Reorganiza¬ 
tion  Plan  No.  2  of  1953  and  to  modify 
the  effect  of  that  plan  and  the  1939  Plan 
so  that  the  Secretary  of  Agriculture  will 
not  be  able  to  distribute  the  functions 
of  REA  and  diversify  them  to  other  de¬ 
partments  or  officials  within  the  De¬ 
partment  of  Agriculture. 

As  a  member  of  the  House  Appropria¬ 
tions  Subcommittee  on  Agriculture,  I 
have  had  the  opportunity  to  study  the 
administration  of  the  Rural  Electrifica¬ 
tion  Program,  not  only  in  the  United 
States,  but  also  on  the  Island  of  Puerto 
Rico.  Coming  from  the  City  of  New 
York  as  I  do,  you  may  wonder  what 
concern  a  New  York  Representative  has 
with  a  program  which  deals  ostensibly 
only  with  rural  electrification.  From 
my  studies  and  observations,  I  have  con¬ 
cluded,  and  it  is  a  demonstrable  fact, 
that  rural  electrification  is  intimately 
connected  with  the  welfare  and  the  econ¬ 
omy  of  the  industrial  cities  and  the  in¬ 
dustrial  areas.  Electrification  of  rural 
areas  and  farms  has  given  a  tremendous 
impetus  to  the  utilization  of  electrical 
appliances  and  diversified  equipment. 
Since  the  initiation  of  the  Rural  Elec¬ 
trification  Program,  96  percent  of  the 
farms  in  the  United  States  have  been 
electrified.  On  some  farms,  there  are 
over  400  different  methods  and  uses  of 
electricity.  As  a  consequence,  farming 
has  improved  and  electrical  consump¬ 
tion  has  increased  tremendously. 

The  farmers  and  residents  of  rural 
areas  are  using  a  great  number  of  tele¬ 
visions,  freezers,  frigidaires,  radios, 
small  electrical  appliances,  and  many 
other  gadgets.  They  have  utilized  elec¬ 
trical  instruments  for  the  storage  of 
their  grains,  for  the  breeding  of  their 
hogs,  whereas  formerly  they  could  not 
complete  or  perform  this  type  of  work. 
The  income  to  the  farmer  consequently 
has  increased  and  their  mode  and  man¬ 
ner  of  living  has  improved.  With  the 
electrification  of  every  rural  farm  has 
developed  an  outlet  for  the  purchase  of 
goods  sold  in  the  cities  and  in  the  indus¬ 
trial  areas.  We,  in  our  factories,  have 
been  able  to  manufacture  more  electrical 


equipment,  provide  greater  employment, 
and  increase  the  total  wages  earned  by 
the  workers  in  the  cities. 

The  rural  electrification  program  is 
one  of  the  outstanding  social  and  eco¬ 
nomic  developments  in  American  agri¬ 
culture  in  the  20th  century.  It  has 
brought  about  profound  changes  in  farm 
living  and  in  the  productive  capacity  of 
the  American  farm.  With  this  develop¬ 
ment  has  come  a  profound  change  in 
industrial  production.  We  in  the  cities 
have  profited  by  the  expansion  of  this 
system  in  the  farms. 

Some  facts  and  statistics  demonstrate 
the  extent  of  this  program.  Since  1935, 
REA  has  made  loans  to  1,050  organiza¬ 
tions  for  the  provision  of  electric  serv¬ 
ice  in  rural  areas.  The  loans  amount  to 
$3.8  billion.  Of  the  borrowers,  950  are 
the  farmer-owned  type;  76  are  the 
public-owned  type;  and  24  are  electric 
power  companies.  The  loans  were  made 
to  finance  service  for  more  than  5  mil¬ 
lion  consumers  from  1.4  million  miles- of 
line.  The  typical  REA  electric  borrowers 
serves  about  3,700  consumers  and  oper¬ 
ates  approximately  1,300  miles  of  line. 
It  has  received  $2.9  million  in  loans. 

Last  year  and  this  year,  we  learned 
that  the  Secretary  of  Agriculture  and 
his  advisers,  and  also  the  Republican 
administration,  sought  to  revise  the  pol¬ 
icy  of  making  loans  to  rural  cooperatives 
and  groups.  It  believed,  and  does  be¬ 
lieve,  that  the  2-percent  rate  of  interest 
which  these  cooperatives  and  organiza¬ 
tions  pay  to  the  Rural  Electrification 
Agency  is  too  low  and  that  these  co¬ 
operatives  should  pay  a  higher  rate  of 
interest  to  private  banks  and  other 
financial  institutions.  The  policy,  there¬ 
fore,  of  the  administration  of  the  Sec¬ 
retary  of  Agriculture  has  been  to  dis¬ 
courage  the  expansion  of  REA  loans  and 
urge  the  borrowers  to  go  to  private 
lenders  for  their  financing.  The  pur¬ 
pose  of  this  bill  is  to  make  sure  that  if  a 
borrowing  group  meets  the  standards  set 
forth  by  the  Rural  Electrification  Act 
and  qualifies  under  those  standards  that 
they  should  not  be  denied  loans  because 
a  Secretary  of  Agriculture  or  an  ad¬ 
ministration,  as  a  matter  of  policy,  feels 
that  the  rate  of  interest  is  too  low. 

We  are  not  concerned  with  filling  the 
pockets  of  private  lenders  and  financial 
overlords  at  the  expense  of  the  electrical 
consumers  on  the  farms.  There  should 
be  no  politics  in  the  administration  of 
the  rural  electrification  program.  The 
Administrator  of  the  program,  Mr. 
David  A.  Hamil,  has  done  a  wonderful 
job.  Only  1  out  of  1,050  loans  has  de¬ 
faulted  ip  the  payment  of  principal  and 
interest,  and  even  this  one  has  rear¬ 
ranged  its  program  so  that  it  is  now 
financially  straightened  out  to  make  its 
payments.  Every  one  of  the  electrical 
borrowers  has  paid  its  principal  and  in¬ 
terest,  totaling  $1.1  billion,  including 
over  $140  million  in  advance  of  due  dates. 
This  excellent  record  is  a  high  tribute  to 
the  integrity  and  efficiency  of  the  people 
who  organize  and  operate  the  REA 
financed  systems. 

At  this  point,  I  would  like  to  put  in 
the  Record  a  statement  uttered  by  Clyde 
T.  Ellis,  general  manager  of  the  National 
Rural  Electric  Cooperative  Association: 
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President  Eisenhower’s  veto  of  the 
Humphrey-Price  bill  (S.  144)  further  re¬ 
pudiates  the  concept  of  nonpolitical  ad¬ 
ministration  of  REA  and  ought  to  be 
promptly  overridden. 

For  a  quarter  of  a  century,  REA  loans  have 
been  made  on  the  basis  of  merit  according 
to  technical  standards  established  by  the 
Rural  Electrification  Act.  Two  years  ago, 
without  consulting  the  Congress,  the  Secre¬ 
tary  of  Agriculture  restricted  the  Adminis¬ 
trator’s  authority  and  injected  a  new  and 
secret  standard  for  loans.  Despite  the  fact 
that  the  REA  Administrator  is  appointed  by 
the  President  for  a  10-year  trem  of  office,  and 
is  confirmed  by  the  Senate,  a  political  ap¬ 
pointee  in  the  Department  of  Agriculture  was 
given  veto  powers  over  the  Administrator's 
loan  decisions. 

S.  144  will  correct  this.  It  will  do  so 
simply  by  reestablishing  what  has  worked 
with  such  great  success  in  bringing  light 
and  power  to  rural  America  since  1935.  It 
will  provide  for  good  administration  that  we 
know  will  work  and  it  will  remove  the  shadow 
of  political  influence  in  the  loanmaking 
function  of  REA. 

The  President’s  veto  repudiates  the  judg¬ 
ment  as  expressed  by  the  overwhelming  vote 
in  both  Houses  of  Congress  that  REA  should 
again  be  a  nonpolitical  agency  as  before  the 
Benson  order.  The  President  disregards  the 
judgment  of  thousands  of  rural  people  serv¬ 
ing  on  rural  electric  boards  who  in  the  last 
2  years  have  expressed  time  and  again  the 
need  for  this  legislation. 

We  hope  the  President’s  unfortunate  action 
may  be  corrected  by  friends  of  REA,  in  both 
Houses  of  Congress  and  in  both  political 
parties,  as  they  join  in  a  vote  overriding  the 
veto.  We  are  confident  Congress  will  not 
allow  political  cronyism  within  the  Adminis¬ 
tration  to  block  this  needed  and  deserving 
legislation. 

While  only  4  percent  of  the  rural  popu¬ 
lations  has  not  received  electrification, 
still,  according  to  American  standards,  4 
percent  is  too  many.  We  must  not  per¬ 
mit  a  hostile  administration  or  a  Secre¬ 
tary  of  Agriculture,  hostile  to  the  pur¬ 
poses  of  the  program  to  have  the  power 
to  exercise  a  veto  over  loans  which 
qualify  and  meet  the  standards  set  forth 
in  the  electrification  program.  I,  there¬ 
fore,  feel  it  my  duty  to  vote  for  the 
passage  of  the  bill  and  override  the  veto 
of  the  President  of  the  United  States. 

Mr.  JOHNSON  of  Wisconsin.  Mr. 
Speaker,  I  know  I  am  speaking  for  the 
35,000-cural  electric  co-op  members  in 
my  district  as  well  as  for  myself  when 
I  urge  my  colleagues  to  join  me  in  vot¬ 
ing  to  override  the  President’s  veto  of 
the  Humphrey-Price  REA  bill. 

I  feel  that  the  rural  electrification  pro¬ 
gram  has  done  more  for  rural  America 
than  any  other  Government  program. 
When  REA  was  started  in  1935,  only  11 
percent  of  the  Nation’s  farmers  had  cen¬ 
tral  station  electricity.  Today  96  per¬ 
cent  of  the  country’s  farms  are  electri¬ 
fied.  The  city  folks  have  benefited,  too. 
Over  the  years,  farmers  have  spent  bet¬ 
ter  than  $12  billion  for  electrical  equip¬ 
ment,  thus  providing  a  vast  new  market 
for  the  products  of  our  factories. 

Anyone  who  has  watched  the  rural 
electrification  movement  as  closely  as  I 
have  knows  of  its  many  intangible  bene¬ 
fits.  Once  a  farm  home  has  electricity, 
the  standard  of  living  for  the  family 
rises  sharply.  How  can  a  person  ade¬ 
quately  describe  the  human  benefits  of 
indoor  plumbing,  of  hot  water,  of  re¬ 
frigeration,  of  electric  cooking,  of  radio 


CONGRESSIONAL  RECORD  —  HOUSE 


6490 

and  television,  and  of  just  light  itself? 

Mr.  Speaker,  something  as  important 
to  the  welfare  of  this  country  as  the 
rural  electrification  program  should  not 
be  allowed  to  be  made  into  a  political 
football,  to  be  kicked  this  way  and  that 
way  until  eventually  it  is  destroyed.  The 
Humphrey-Price  bill  would  effectively 
end  the  practice  instituted  in  1957  by 
Agriculture  Secretary  Benson  of  hav¬ 
ing  his  political  appointee  pass  judg¬ 
ment  on  loans  before  the  REA  Admin¬ 
istrator  can  sign  them.  As  I  observed 
when  this  bill  was  before  the  House  on 
April  15,  I  do  not  feel  it  is  the  intent 
of  Congress  to  have  a  well-paid  and  com¬ 
petent  Administrator  of  the  REA  pro¬ 
gram  sitting  on  the  knee  of  the  Secre¬ 
tary  of  Agriculture,  taking  his  orders 
and  mouthing  his  words  like  a  well-dis¬ 
ciplined  Charlie  McCarthy.  The  fact 
that  the  Humphrey-Price  bill  passed 
both  the  House  and  Senate  by  wide  mar¬ 
gins  shows  Congress  does  not  think  the 
Secretary  of  Agriculture  should  have 
veto  power  over  REA  loans. 

Two  days  ago,  the  Senate  voted  to 
override  the  Presidential  veto  On  the 
Humphrey-Price  bill.  I  hope  the  House 
will  do  likewise,  and  by  so  doing,  will 
remove  the  threat  of  political  interfer¬ 
ence  with  the  REA  loan  program  and  re¬ 
store  the  organizational  setup  that  has 
worked  so  well  and  accomplished  so 
much  in  the  past  24  years. 

Mr.  SMITH  of  Iowa.  Mr.  Speaker, 
the  President  in  his  veto  of  S.  144  has 
rendered  a  body  blow  to  the  cause  of 
Government  reorganization.  Many  in 
Congress  have  voted  for  Government  re¬ 
organization  plans  reluctantly  with  a 
desire  for  more  efficient  and  economical 
government  but  also  with  the  fear  the 
executive  department  might  abuse  the 
power  they  were  being  given.  The  Presi¬ 
dential  veto  not  only  approved  the  abuse 
of  power  by  Secretary  Benson  in  the  is¬ 
suance  of  the  secret  order  of  1957  in 
violation  of  his  promise  to  Congress,  but 
also  the  veto  displayed  an  intent  to  con¬ 
tinue  to  abuse  reorganization  powers 
granted  regardless  of  the  overwhelming 
vote  of  the  Congress  to  stop  such  abuse. 
Congressmen  who  were  formerly  merely 
reluctant  to  support  grants  of  power  to 
reorganize  departments  are  now  fortified 
in  their  previously  subdued  opinion  that 
such  power  should  not  be  granted  for 
fear  it  would  be  abused.  The  President’s 
attitude  has  rendered  a  great  disservice 
to  the  cause  of  Government  reorganiza¬ 
tion. 

Even  if  the  veto  is  overriden,  those  of 
us  who  believe  in  reorganizing  the  Gov¬ 
ernment  to  avoid  duplication  must  ex¬ 
pect  tremendous  resistance  from  now  on 
based  upon  the  fact  that  one  administra¬ 
tion  not  only  abused  the  power  given, 
but  also  would  have  continued  the  abuse 
but  for  the  fact  that  the  vote  against  it 
was  2  to  1  in  both  legislative  bodies.  Un¬ 
der  these  circumstances,  it  takes  a  mar¬ 
gin  of  2  to  1  to  recoup  what  51  percent 
granted. 

Failure  to  override  the  veto  would  also 
encourage  the  administration  to  use 
every  device  the  friends  of  REA  have 
feared  would  be  used  to  raise  interest 
rate  costs  for  REA  expansions.  This 
might  be  done  by  issuing  orders  that 


loans  will  not  be  approved  until  the  ap¬ 
plicant  can  show  it  cannot  acquire  a  loan 
elsewhere  at  a  higher  rate  of  interest. 
This  is  possible  under  the  procedure 
established  by  the  secret  order  of  1957 
and  such  a  procedure  was  used  under  the 
Watershed  Act  without  the  authority  of 
Congress. 

REA  was  given  an  assignment  of 
providing  power  for  that  portion  of  the 
population  which  lives  on  farms  and  in 
communities  of  1,500  or  less  where  public 
power  had  not  supplied  them  with  elec¬ 
tricity.  It  is  recognized  that  high  inter¬ 
est  rates  could  not  be  paid  and  provide 
reasonable  power  rates  to  these  custom¬ 
ers,  because  the  investment  per  customer 
was  so  high.  All  workers,  manufactur¬ 
ers,  and  merchandisers  of  electrical 
equipment  have  benefited  greatly  from 
this  new  market  and  will  continue  to 
have  such  a  market  if  these  customers 
can  secure  more  electric  current  for  new 
electrical  equipment. 

The  use  of  power  granted  under  re¬ 
organization  acts  to  raise  interest  rates 
and  curtail  such  expansion  would  be 
against  the  public  interest  and  would  cer¬ 
tainly  further  chill  the  attitudes  of  Mem¬ 
bers  of  the  Congress  toward  Government 
reorganization.  It  is  important  to  the 
cause  of  both  REA  and  future  Govern¬ 
ment  reorganization  to  promote  efficiency 
and  economy  that  the  veto  be  over¬ 
ridden. 

Mr.  DERWINSKI.  Mr.  Speaker, 
ladies  and  gentlemen  of  the  House,  I 
feel  I  would  be  avoiding  my  responsibil¬ 
ity  to  the  people  of  my  district,  and  in 
fact  the  people  throughout  the  Nation, 
if  I  did  not  call  your  attention  to  the 
obvious  fact  that  the  Humphrey-Price 
bill  which  the  President  has  wisely  ve¬ 
toed,  is,  despite  its  technical  nature,  be¬ 
ing  used  at  the  moment  as  a  “Trojan 
Horse”  to  open  the  door  for  excessive 
spending  programs  to  be  placed  upon  the 
backs  of  the  already  over-burdened  tax¬ 
payers  of  America. 

I  will  not  discuss  the  technical  question 
involved  further — and  I  will  not  discuss 
any  of  the  problems  or  indulge  in  charges 
and  countercharges  relative  to  the  REA. 
I  leave  that  task  to  my  distinguished 
colleagues  who  are  experts  in  that  field, 
and  in  particular,  I  leave  the  task  of 
defending  the  administration’s  handling 
of  the  REA  to  my  good  friend,  Ancher 
Nelsen,  Second  Minnesota  District. 

The  facts  are  that  this  bill  is  a  po¬ 
litical  attack  upon  Secretary  of  State 
Benson.  Representing  an  urban  district, 
I  feel,  as  I  pointed  out,  my  responsibility 
to  the  people  whom  I  represent  by  show¬ 
ing  them  that  this  attempt  to  override 
the  veto  is  merely  designed  to  show  the 
Democratic  Party  muscles.  If  success¬ 
ful  on  this  technical  issue,  the  spenders 
here  in  Congress  will  then  attempt  to 
regiment  this  majority  vote  in  favor  of 
the  unnecessary  extravagant  spending 
proposals  which  if  enacted  would  pro¬ 
vide  them  political  ammunition  with 
which  to  run  the  next  campaign,  but 
would  also  bankrupt  the  country  and 
the  generations  to  follow. 

The  militant,  constructive,  progressive 
thinking  Republican  minority  which  is 
interested  in  the  welfare  of  all  citizens 
as  taxpayers  is  all  that  is  keeping  the 
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wild  spending,  self-styled  liberals  from 
forcing  through  unrealistic  Federal  pro¬ 
grams  which  would  not  alleviate  any  of 
the  major  problems  cf  the  day,  but  would 
push  us  further  down  the  road  to  ruin¬ 
ous  inflation. 

I  urge  my  colleagues  to  give  these 
thoughts  your  serious  consideration  and 
vote  to  sustain  the  President  in  his  veto 
of  this  bill. 

Mr.  NELSEN.  Mr.  Speaker,  I  rise 
in  support  of  the  President  of  the  United 
States  in  his  veto  of  this  bill.  I  also  rise 
in  support  of  the  farmers  of  the  Nation 
because  I  am  interested  in  the  power 
that  REA  delivers  to  the  farmer,  not  the 
politics  that  it  will  deliver  to  the  poli¬ 
ticians. 

This  measure  seeks  to  amend  the  law 
under  which  I  operated  as  Administrator 
of  th,is  program,  and  I  wish  to  say  that 
at  no  time  and  under  no  circumstances 
from  any  level  was  my  operation  inter¬ 
fered  with.  I  am  advised  by  the  present 
administrator,  Mr.  Hamil,  that  never  has 
his  final  decision  been  interfered  with. 
Under  these  circumstances,  to  me  it  is 
obvious  that  the  issue  is  a  phoney  one, 
and  judging  from  the  performance  that 
we  have  seen,  it  obviously  is  intended  to 
be  used  as  a  political  issue  without  any 
intention  of  producing  any  benefits  to 
the  farmers  of  America.  * 

The  administration  of  Government  is 
no  different  than  a  business.  In  this 
case  the  President  has  been  selected  by 
the  people  as  the  head  of  our  Govern¬ 
ment;  he  in  turn  selects  the  cabinet  of¬ 
ficers,  and  they  in  turn  have  under  their 
direction  various  departments  of  govern¬ 
ment  and  they  are  directly  responsible 
for  the  performance  of  those  depart¬ 
ments.  If  they  are  responsible,  they 
must  have  some  authority.  Without  it 
they  would  be  in  no  position  to  guide  the 
programs  under  their  direction. 

This  proposed  measure  develops  into 
an  administrative  hybrid  that  says  to  the 
Secretary  of  Agriculture:  “You  are  re¬ 
sponsible  for  the  REA  program,  but  in 
certain  phases  of  the  program  you  have 
no  authority.”  This  could  mean  that  at 
some  future  time  you  might  have  an  un¬ 
friendly  REA  administrator  and  no  one 
would  be  in  a  position  to  do  anything 
about  it. 

The  charges  that  have  been  made,  on 
which  this  issue  has  been  so  cleverly 
built,  are  not  borne  out  by  the  facts.  The 
charge  that  the  Secretary  has  denied 
approval  of  loans  is  false.  The  truth  of 
the  matter  is,  according  to  the  testi¬ 
mony,  that  the  Secretary  has  asked  to  be 
advised  of  some  of  the  larger  loans  only. 
The  facts  are  that  in  no  instance  has  the 
Secretary  denied  approval  of  a  single 
loan.  There  is  only  one  way  to  prove 
these  statements  and  that  is  to  look  at 
the  record. 

As  previous  testimony  has  indicated, 
under  the  Eisenhower  administration, 
$1,200,000,000  has  been  loaned  in  the 
electric  program,  as  compared  with  $2,- 
600,000,000  in  the  previous  17 J4  years. 
The  generation  of  power,  a  most  impor¬ 
tant  'part  of  this  program,  finds  the 
amazing  record  of  1,116,000  kilowatts  of 
capacity  installed  throughout  the  Na¬ 
tion.  This  compares  with  1,145,000  kilo¬ 
watts  of  capacity  in  the  previous  17}  2 
years. 
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In  the  electric  program  we  now  find 
that  the  rate  of  delinquency  is  the  low¬ 
est  in  history;  we  find  the  cost  of  power 
the  lowest  in  history.  All  of  these  things 
are  possible  because  of  the  fact  that 
under  the  Eisenhower  administration  it 
has  been  the  dedicated  objective  of  the 
administrators,  including  myself,  to  cul¬ 
tivate  a  climate  of  cooperation  in  the 
utility  field,  whether  it  be  power  com¬ 
panies,  municipalities,  government,  or 
co-op.  The  result  has  been  that  instead 
of  controversy,  we  have  cooperation,  and 
in  cooperating  in  this  field,  lower  costs 
are  bound  to  result. 

In  the  administration  of  this  program 
today  there  is  approximately  a  half  bil¬ 
lion  dollars  of  unadvanced  funds,  which 
simply  means  that  the  administrator  has 
approved  the  loans,  but  they  have  not 
drawn  these  funds  because  they  have  an 
adequate  supply  of  their  own,  but  the 
money  is  in  the  bank  waiting  for  them. 

In  the  telephone  program,  the  record 
has  been  still  better.  In  1953  when  I 
became  the  Administrator,  only  7,500 
farm  families  were  served  with  the 
RTA — telephone — program.  Today  over 
800,000  are  receiving  telephone  service 
because  of  this  program. 

So  in  adding  the  score,  there  can  only 
be  one  conclusion,  and  that  is  that  the 
Eisenhower  administration  has  delivered 
to  the  farmer  all  that  he  needs,  and 
some  to  spare.  This  program  has  served 
us  in  a  manner  that  we  can  be  proud  of, 
and  certainly  no  one  has  a  justifiable 
complaint. 

During  the  time  that  I  served  as  ad¬ 
ministrator,  out  of  Washington  came  the 
propaganda  fine  of  calamity  and  catas¬ 
trophe,  time  after  time.  Farmers  were 
told  that  things  were  about  to  collapse. 
They  never  did,  and  they  never  will  if 
we  take  care  of  our  housekeeping  by 
careful  management  of  the  systems  that 
We  serve.  , 

If  the  proponents  of  this  measure  be¬ 
lieve  what  they  say,  they  were  voting  for 
the  wrong  bill.  In  the  other  legislative 
body  we  had  what  was  known  as  the 
Curtis  bill.  This  measure  would  have 
)  set  up  REA  as  a  separate  agency,  which 
as  a  matter  of  comparison  put  it  almost 
at  Cabinet  level.  Under  such  a  process, 
the  Administrator  would  be  in  charge, 
and  no  one  would  be  in  a  position,  ex¬ 
cept  the  President  of  the  United  States, 
to  interfere  in  any  way  whatsoever. 

The  bill  under  consideration  is  also  an 
administrative  hybrid  because  it  fails  to 
do  what  it  says  it  is  attempting  to  do.  It 
does  not  strip  the  Secretary  of  authority 
over  loans,  because  by  directive  to  the 
Legal  Division,  which  is  under  the  Secre¬ 
tary’s  Office,  interference  could  easily  be 
effected,  and  further  damage  could  be 
done  by  the  reshuffling  of  personnel,  or 
by  the  disrupting  of  administrative  poli¬ 
cies.  Moreover,  by  lack  of  cooperation 
on  loan  fund  requests,  a  future  Secretary 
could  easily  damage  the  program. 

The  conclusion  is  that  you  have,  in  ef¬ 
fect,  a  situation  that  has  not  been  cor¬ 
rected  as  far  as  the  proposed  legislation 
is  concerned;  and  you  have  at  the  same 
time  evidence  to  prove  that  there  is  no 
situation  which  needs  to  be  corrected. 
It  is  therefore  a  doubly  phony  issue. 
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The  REA  program  has  great  political 
appeal  because  of  its  tremendous  value 
to  the  American  farmer.  The  result  is 
that,  today,  too  many  times  it  has  be¬ 
come  a  political  instrument  for  some  of 
the  politicians  who  wish  to  use  it.  The 
farmers  of  America  deserve  better  treat¬ 
ment  than  they  have  received,  and  it  is 
my  intention  to  stand  firmly  by  to  see 
that  they  get  it.  I  am  convinced  that 
the  House  of  Representatives  will  sus¬ 
tain  the  President  in  his  position. 

Mr.  REES  of  Kansas.  Mr.  Speaker, 
I  regret  the  final  vote  on  this  proposed 
legislation  has  become  a  “political  foot¬ 
ball”  rather  than  a  vote  on  the  merits  of 
legislation.  Since  this  measure  was  con¬ 
sidered  in  the  House  several  days  ago,  I 
have  gone  over  the  record  rather  care¬ 
fully.  I  do  not  find  any  serious  malad¬ 
ministration  or  mismanagement  of  the 
REA  by  those  presently  assigned  to  ad¬ 
minister  the  act.  I  have  also  been  as¬ 
sured  that  the  present  policy  will  be  con¬ 
tinued  by  these  in  charge. 

REA  Administrator  David  L.  Hamil, 
appointed  by  this  administration,  per¬ 
formed  outstanding  service.  Mr.  Hamil 
in  his  testimony  before  the  committee 
said  as  follows ; 

In  not  a  single  instance  has  Secretary  Ben¬ 
son  or  Director  (of  Agricultural  Credit  Serv¬ 
ices)  Scott  interfered  in  the  discharge  of 
my  responsibilities  as  Administrator  of  REA. 
I  make  the  loans. 

According  to  the  record  and  I  quote 
again: 

Electric  loans  approved  since  January  1, 
1953,  total  $1.2  billion,  compared  to  $2.6  bil¬ 
lion  loaned  in  the  previous  17 1/2  years  of  the 
program.  More  than  79  percent  of  all  tele¬ 
phone  loans  have  been  made  since  January  1, 
1953.  Since  January  1,  1953,  REA  electric 
borrowers  have  accumulated  more  than  half 
of  their  current  net  worth.  They  have  made 
66  percent  of  their  total  principal  repay¬ 
ments,  and  60  percent  of  their  total  interest 
payments.  On  January  1,  1953,  the  number 
of  delinquent  REA  electric  borrowers  was 
45;  in  April  1959,  the  number  had  been  re¬ 
duced  to  one.  The  basic  policies  which  guide 
REA  were  developed  in  the  early  days  of  the 
program,  and  they  have  been  reaffirmed  by 
successive  RE.  V  Administrators. 

The  REA  has  made  an  outstanding 
record.  The  Director,  the  Regional  Di¬ 
rectors  and  State  Directors,  as  well  as  all 
those  in  charge  of  administering  the  act 
have  performed  outstanding  service. 
The  record  proves  it.  They  are  all  to  be 
commended  for  the  splendid  service  they 
have  rendered  to  the  people  whom  they 
serve,  and  to  the  country. 

I  should  also  add  there  has  been  no  ac¬ 
tivity  more  helpful  to  the  fanner  of  this 
country  than  the  service  of  the  REA. 

It  seems  to  me  in  view  of  this  record  it 
is  only  fair  that  those  in  charge  of  this 
great  service  be  given  opportunity  to  car¬ 
ry  on  their  splendid  work  in  administer¬ 
ing  the  REA.  If  there  are  complaints 
on  the  part  of  those  who  receive  service 
from  REA,  I  am  sure  the  Members  of 
Congress  will  be  glad  to  see  that  the 
rights  of  REA  membership  are  properly 
protected. 

Mr.  SCHWENGEL.  Mr.  Speaker,  I 
take  the  floor  today  to  talk  briefly  on 
reasons  for  sustaining  the  Presidential 
veto  of  S.  144. 


The  record  will  show  that  I  voted  for 
this  legislation  on  the  House  floor  re¬ 
cently.  I  did  so  because  I  thought  a 
basic  issue  was  involved  and  because  I 
thought  this  would  be  one  step  in  the 
direction  of  taking  the  REA  entirely 
out  of  the  Department  of  Agriculture. 
I  would  have  much  preferred  voting  for 
S.  75,  the  Curtis  bill.  This,  the  record 
shows,  was  defeated  in  the  other  House. 

If  the  Presidential  veto  is  sustained, 
and  I  now  hope  it  is,  I  shall  support  any 
move  in  the  future  that  will  attain  what 
I  thought  was  the  original  objective  of 
S.  144  or  what  is  provided  for  in  the 
Curtis  bill  and  I  sincerely  hope  that  this 
matter  would  be  given  further  consider¬ 
ation  by  the  proper  committee  and  by 
the  Congress. 

Mr.  Speaker,  until  this  morning  I  had 
reluctantly  decided  that  I  would  vote  to 
override  the  veto  even  though  I  feared 
that  this  whole  proposition  was  fraught 
witfi  partisan  politics,  and  even  though 
I  also  feared  that  this  might  be  the  first 
of  a  whole  series  of  attempts  to  override 
Presidential  vetos  this  session.  How¬ 
ever,  this  morning  I  received  a  letter 
from  Mr.  Clyde  Ellis,  general  manager 
of  the  National  Rural  Electric  Coopera¬ 
tive  Association  and  enclosed  with  the 
letter  was  a  statement  by  Mr.  Ellis  on 
the  Humphrey-Price  bill  which  has 
caused  me  to  change  my  mind.  This 
letter  and  the  enclosed  statement  have 
reaffirmed  a  suspicion  that  I  have  had 
for  a  long  time  and  that  is  that  Mr. 
Ellis  unfortunately  has  been  and  is  try¬ 
ing  to  gain  advantages  by  unfair  means. 

He  apparently,  at  times,  has  very  little 
regard  for  the  truth.  Since  the  REA 
program  has  done  so  much  good  for 
such  a  large  cross  section  of  an  impor¬ 
tant  group  in  our  farm  communities  and 
since  the  REA  has  such  a  fine  record  of 
achievement  for  the  farm  people,  the 
things  that  they  need  and  ask  for  could 
very  well  stand  on  this  excellent 
record  of  service  and  achievement. 
An  appeal  to  reason,  to  what  is 
right  and  citing  their  true  record 
of  achievement,  almost  unparalleled  in 
the  history  of  mankind,  should  and 
could  be  their  most  potent  weapon  to 
get  improvements  needed  by  legislation. 
It  should  not  be  necessary  to  try  to  gain 
advantage  by  implying  that  certain 
people  are  unfriendly  to  the  program, 
when  in  fact  they  are  actually  friendly, 
by  implying  that  only  one  political  party 
has  the  public  welfare  at  heart  in  this 
regard  and  by  allowing  the  publication 
facilities  of  this  organization  to  be  used 
in  an  attempt  to  gain  unfair  political 
advantage. 

This  morning  I  received  the  following 
statement  by  Clyde  Ellis: 

President  Eisenhower’s  veto  of  the  Hum¬ 
phrey-Price  hill  (S.  144)  further  repudiates 
the  concept  of  nonpolitical  administration 
of  REA  and  ought  to  be  promptly  overrid¬ 
den. 

For  a  quarter  of  a  century,  REA  loans  have 
been  made  on  the  basis  of  merit  according 
to  technical  standards  established  by  the 
Rural  Electrification  Act.  Two  years  ago, 
without  consulting  the  Congress,  the  Secre¬ 
tary  of  Agriculture  restricted  the  Adminis¬ 
trator’s  authority  and  injected  a  new  and 
secret  standard  for  loans.  Despite  the  fact 
that  the  REA  Administrator  is  appointed  by 
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the  President  for  a  10-year  term  of  office, 
and  is  confirmed  by  the  Senate,  a  political 
appointee  in  the  Department  of  Agriculture 
was  given  veto  powers  over  the  Administra¬ 
tor’s  loan  decisions. 

S.  144  will  correct  this.  It  will  do  so  sim¬ 
ply  by  reestablishing  what  has  worked  with 
such  great  success  in  bringing  light  and 
power  to  rural  America  since  1935.  It  will 
provide  for  good  administration  that  we 
know  will  work  and  it  will  remove  the  shad¬ 
ow  of  political  influence  in  the  loanmaking 
function  of  REA. 

The  President’s  veto  repudiates  the  judg¬ 
ment  as  expressed  by  the  overwhelming  vote 
in  both  Houses  of  Congress  that  REA  should 
again  be  a  nonpolitical  agency  as  before  the 
Benson  order.  The  President  disregards  the 
judgment  of  thousands  of  rural  people  serv¬ 
ing  on  rural  electric  boards  who,  in  the  last 
2  years  have  expressed  time  and  again  the 
need  for  this  legislation. 

We  hope  the  President’s  unfortunate  ac¬ 
tion  may  be  corrected  by  friends  of  REA,  in 
both  Houses  of  Congress  and  in  both  politi¬ 
cal  parties,  as  they  join  in  a  vote  overriding 
the  veto.  We  are  confident  Congress  will  not 
allow  political  cronyism  within  the  admin¬ 
istration  to  block  this  needed  and  deserving 
legislation. 

There  is  only  one  implication  that  can 
be  drawn  from  this  and  that  is  that  dur¬ 
ing  the  last  5  or  6  years  loans  have  not 
been  made  on  standards  previously 
adopted.  My  investigation  shows  con¬ 
clusively  that  every  loan  application 
which  has  been  submitted  to  the  Rural 
Electrification  Administration  which 
meets  the  qualifications  of  the  criteria 
set  forth  in  the  act  and  the  rules  and 
regulations  of  REA  pursuant  to  the  act 
which  was  in  effect  before  1952  have  been 
approved  subsequent  to  1952.  I  hereby 
challenge  Mr.  Ellis  to  submit  for  the 
record  one  application  that  meets  these 
criteria  that  has  been  filed  that  has  not 
been  approved.  Mr.  Ellis  further  says: 

Two  years  ago  without  consulting  the  Con¬ 
gress  the  Secretary  of  Agriculture  restricted 
the  Administrator’s  authority  and  injected  a 
new  and  secret  standard  for  loans. 

Obviously,  if  all  of  the  loan  applica¬ 
tions  that  have  been  received  by  the  De¬ 
partment  of  Agriculture  which  meet  the 
criteria  that  was  established  prior  to 
1952  have  been  approved  there  could  not 
be  any  truth  in  this  assertion.  Further¬ 
more,  on  March  6,  1959,  before  the  House 
Committee  on  Government  Operations, 
REA  Administrator  David  A.  Hamil  tes¬ 
tified  as  follows : 

In  not  a  single  instance  has  Secretary 
Benson  or  Director  (of  Agricultural  Credit 
Services)  Scott  interfered  in  the  discharge 
of  my  responsibilities  as  Administrator  of 
REA.  I  make  the  loans. 

The  fact  that  in  June  1957  it  was  sug¬ 
gested  by  the  Secretary  that  loans  in 
excess  of  $500,000  and  new  telephone 
lines  should  be  forwarded  to  the  Director 
of  Agricultural  Credit  Services  for  his 
information  before  final  approval  by  the 
REA  Administrator  does  not  form  the 
basis  for  any  such  assertion  as  was  made 
by  Mr.  Ellis.  You  would  think  a  charge 
such  as  Mr.  Ellis  has  made  would  at 
least  have  the  justification  of  some  loans 
having  been  denied  or  delayed  but  a 
check  shows  that  this  is  not  the  case. 

Certainly  the  administration  which 
has  approved  $1.2  billion  worth  of  elec¬ 
tric  loans  since  January  1,  1953,  a  period 
of  approximately  5  years,  when  only  $2.6 


billion  were  loaned  in  the  previous  17*4 
years  of  the  program  makes  such  state¬ 
ments  as  Mr.  Ellis’  appear  downright 
ridiculous.  In  fact,  in  my  own  district 
one  of  the  largest  single  generating 
plants  in  Iowa  was  approved  by  the  Ad¬ 
ministrator  of  REA  on  March  4,  1957. 
It  was  for  the  eastern  Iowa  light  and 
power  generating  plant  at  Wilton  Junc¬ 
tion,  Iowa. 

The  third  sentence  says : 

Despite  the  fact  that  the  REA  Adminis¬ 
trator  is  appointed  by  the  President  for  a 
10-year  term  of  office  and  is  confirmed  by 
the  Senate,  a  political  appointee  of  the  De¬ 
partment  of  Agriculture  was  given  veto 
powers  over  the  Administrator’s  loan  deci¬ 
sions. 

Here  again  there  is  the  clear  implica¬ 
tion  that  there  has  been  a  change  of 
policy  in  the  Department  and  that  a 
political  appointee  of  the  Department 
was  given  a  veto  power  over  the  Admin¬ 
istrator’s  loan  decision.  This  is  untrue 
and  I  challenge  Mr.  Ellis  to  present  any 
evidence  that  it  is  true.  The  Secretary 
of  Agriculture,  has  assured  me  of  this 
fact  in  writing  and  I  have  the  word  of 
Mr.  David  A.  Hamil,  Administrator  of 
REA,  that  Mr.  Ellis’  statement  is  untrue 
and  furthermore  that  there  has  been  no 
dictation  whatsoever  by  anybody  with 
respect  to  how  he  administers  the  law. 

Mr.  Ellis  has  charged  the  Eisenhower 
administration  with  an  attempt  to  de¬ 
liver  the  Nation’s  REA  system  “into  the 
hands  of  Wall  Street  bankers.”  Mr. 
Ellis  is  reported  in  the  Rural  Electri¬ 
fication  magazine  March  1959,  page 
47,  as  having  said: 

That  crowd  is  hellbent  on  handing  us 
over  to  the  Wall  Street  bankers  and  the 
Wall  Street-controlled  power  companies  and 
they’re  not  going  to  rest  until  they  do  it. 

It  is  typical  of  those  who  are  guilty 
to  try  to  throw  the  naive  and  unsuspect¬ 
ing  off  the  track,  by  charging  someone 
else  with  the  guilt  that  is  their  own. 
Wall  Street  is  a  heinous  devil  to  be  held 
up  to  farmers  throughout  the  country 
when  you  are  trying  to  create  fear,  but 
Wall  Street  to  Mr.  Ellis  appears  to  be 
a  fine  place  to  obtain  money  and  en¬ 
hance  your  own  power  when  you  can 
make  a  deal  for  your  own  personal  ben¬ 
efit.  For  example,  Mr.  Ellis  in  the  Rural 
Electrification  magazine  for  January 
1959  on  page  4  explains  how  he  proposes 
to  establish  a  pooled  reserve  investment 
fund.  This  is  all  set  forth  in  quite  per¬ 
suasive  and  proper  terms.  The  tip  to 
what  is  going  on  appears  in  the  last 
paragraph  as  follows: 

To  date,  we  have  received  several  formal 
proposals  from  trust  companies  and  others 
for  the  handling  of  systems’  reserve  on  a 
pooled  basis. 

Perhaps  Mr.  Ellis  would  like  to  come 
before  a  committee  of  the  Congress  and 
explain  just  what  it  was  he  was  propos¬ 
ing  to  do  with  the  Bankers  Trust  Co. 
of  “Wall  Street,”  New  York  in  order  to 
set  up  this  reserve  pool.  The  article 
does  not  point  it  out  to  the  membership 
clearly,  but  nevertheless  the  idea  set 
forth  what  Mr.  Ellis  proposed  to  do  was 
to  gain  control  of  all  of  the  reserves  of 
all  of  the  REAs  which  would  amount  to 
over  $300  million. 


As  further  proof  that  there  is  no  anti- 
REA  feeling  in  the  Agriculture  Depart¬ 
ment  I  should  like  to  point  to  the  follow¬ 
ing  report : 

Progress  of  the  REA  Programs  Since  1952 

Profound  post-war  changes  in  the  charac¬ 
ter  of  rural  America — including  the  growth 
of  a  large  non-farm  population,  the  increas¬ 
ing  use  of  electricity  for  farm  and  home 
chores,  and  the  development  of  new  rural  in¬ 
dustries  and  processing  plants — have  greatly 
increased  the  demand  for  adequate  and  re¬ 
liable  electric  service  in  rural  areas.  In 
addition,  the  growing  interdependence  of 
city  and  country  has  made  modern  dial  tele¬ 
phone  service  a  virtual  necessity  in  rural 
America.  Since  1952,  the  Rural  Electrifica¬ 
tion  Administration  has  steadily  increased 
the  tempo  of  its  activities  to  help  985  active 
electric  borrowers  and  638  rural  telephone 
systems  to  meet  this  continuously  growing 
demand  for  their  services. 

LOAN  NEEDS  MET  FULLY 

Loans  to  rural  electric  systems  approved 
during  calendar  year  1958  totaled  $213.8  mil¬ 
lion,  bringing  total  electric  loans  approved 
since  inception  of  the  program  to  more  than 
$3.8  billion.  About  $1.2  billion  of  this  total 
has  been  made  since  January  1,  1953.  Tele¬ 
phone  loans  reached  the  record  high  of  $102.9 
million  in  calendar  year  1958.  More  than 
79  percent  of  all  telephone  loans  and  about 
31  percent  of  all  electric  loans  have  been 
made  since  January  1,  1953. 

EIGHT  HUNDRED  THOUSAND  CONSUMERS  ADDED 
IN  6  YEARS 

Some  800,000  new  consumers  and  180,000 
miles  of  line  have  been  added  to  the  systems 
of  REA  electric  borrowers  since  January  1, 
1953.  The  current  rate  of  addition  is  more 
than  120,000  consumers  a  year.  Among  these 
new  users,  non-farm  consumers  outnumber 
farm  consumers  3  to  1.  Power  sales  to  non¬ 
farm  establishments  now  are  greater  than 
to  farmers.  Besides  this  growth  in  num¬ 
bers,  consumers  are  using  more  kilowatt 
hours  of  electricity  each  year.  Annual  con¬ 
sumption  averaged  3,050  kilowatt-hours  per 
consumer  in  1953;  in  1958,  it  was  estimated 
at  4,450  kilowatt-hours.  Power  sales  on  sys¬ 
tems  financed  by  REA  rose  10  percent  over 
1957  during  calendar  year  1958,  reaching  an 
estimated  21.7  billion  kilowatt-hours. 

MORE  POWER  ASSURED  FOR  RURAL  CONSUMERS 

Particular  attention  has  been  given  to 
borrowers’  needs  for  an  expanding  supply  of 
power  at  low  cost.  REA  has  pressed  the 
search  for  more  economical  means  of  power 
production  and  has  assisted  borrowers  to  ob¬ 
tain  substantial  savings  in  initial  Invest¬ 
ment  and  operating  costs  through  intercon¬ 
nection,  joint  operation,  and  more  efficient 
generating  units.  In  calendar  year  1958, 
REA  approved  loans  to  provide  214,000  kilo¬ 
watts  of  additional  generating  capacity.  In¬ 
stalled  capacity  stood  at  nearly  1.3  million 
kilowatts  on  January  1,  1959. 

During  the  first  17 y2  years  of  the  REA  elec¬ 
tric  program,  loans  provided  for  a  generat¬ 
ing  capacity  of  1,145,000  kilowatts.  During 
the  next  6  years — beginning  January  1, 
1953 — loans  were  approved  providing  for  an 
additional  1,116,000  kilowatts  of  generating 
capacity.  Generation  and  transmission  loans 
have  accounted  for  almost  31  percent  of  the 
total  loaned  for  rural  electrification  since 
January  1,  1953,  compared  with  19  percent 
before  that  date.  Forty-three  percent  of  the 
•  1958  loans  were  approved  for  generation  and 
transmission  facilities. 

During  the  past  6  years,  first  loans  have 
been  made  to  five  new  generation  and  trans¬ 
mission  cooperatives.  In  addition,  one  co¬ 
operative  has  successfully  negotiated  with 
AEC  for  construction  of  a  nuclear  reactor  as 
part  of  AEC’s  power  demonstration  pro¬ 
gram,  and  20  borrowers  or  groups  or  borrow- 
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ers  have  obtained  access  permits  for  infor¬ 
mation  from  AEC.  REA  itself  is  keeping 
abreast  of  nuclear  developments. 

FARMERS  PAT  LESS  FOR  ELECTRICITY 

The  average  price  of  power  paid  by  rural 
residential  consumers  has  dropped  more 
than  three-fourths  of  a  cent  per  kilowatt 
hour  since  1952.  This  is  due  largely  to  the 
increased  use  of  electricity.  The  average 
price  is  now  about  2.68  cents  per  kilowatt 
hour,  lowest  in  REA  history.  The  whole¬ 
sale  cost  to  REA  distribution  borrowers  is 
also  at  a  record  low — about  8  percent  lower 
than  in  1952. 

BETTER  TELEPHONES  AND  MORE  OF  THEM 

In  early  1953,  only  40  REA  telephone  bor¬ 
rowers  had  cut  over  85  dial  central  office 
to  bring  new  or  improved  service  to  7,500 
subscribers.  As  of  January  1,  1959,  488  bor¬ 
rowers  had  cut  over  1,855  new  dial  ex¬ 
changes.  Loans  approved  since  January  1, 
1953,  will  benefit  about  800,000  farm  families 
and  other  rural  subscribers.  Total  telephone 
loans  to  date  will  benefit  about  1,100,000 
rural  subscribers. 

BORROWERS  BUILD  FINANCIAL  STRENGTH 

Given  encouragement  toward  independ¬ 
ence  and  self-reliance,  REA  borowers  have 
made  substantial  financial  progress  since 
1952.  Net  worth  of  electrification  borrow¬ 
ers  has  more  than  tripled,  increasing  from 
$161  million  at  the  end  of  December  1952 
to  $512  million  on  December  31,  1958.  Dur¬ 
ing  the  6-year  period  January  1,  1953,  to 
January  1,  1959,  the  number  of  electrifica¬ 
tion  borrowers  behind  in  their  loan  pay¬ 
ments  dropped  from  45  to  6.  In  the  same 
period,  the  balance  of  payments  on  debt 
made  in  advance  of  due  dates  rose  from 
$52.5  million  to  about  $139  million.  In  the 
much  newer  telephone  program,  the  balance 
of  advance  payments  now  exceeds  $1  million, 
and  all  but  16  borrowers  are  current  or 
ahead  of  schedule  on  debt  payments. 

EFFICIENCY  BENEFITS  ALL 

REA  has  streamlined  its  procedures  to 
speed  processing  of  loans,  to  give  improved 
service  to  borrowers,  and  to  reduce  adminis¬ 
trative  costs.  With  11  percent  fewer  em¬ 
ployees  today  than  in  1952,  REA  is  admin¬ 
istering  much  bigger  electric  and  telephone 
programs.  Working  with  industry  REA  car¬ 
ries  on  constant  research  to  hold  down  con¬ 
struction  costs  and  to  improve  performance 
and  service. 

PLANNING  FOR  FUTURE  GROWTH 

To  help  borrowers  keep  ahead  of  new  pow¬ 
er  demands,  the  Rural  Electrification  Ad¬ 
ministration  has  developed  new  techniques 
of  long-range  planning  for  rural  electric  sys¬ 
tems.  As  a  result,  borrowers  will  be  able  to 
schedule  construction  several  years  in  ad¬ 
vance  and  to  expand  at  minimum  cost.  New 
telephone  construction  also  is  being  planned 
to  meet  needs  over  an  extended  period. 

Apparently  it  all  depends  on  who  is 
using  “Wall  Street”  whether  it  is  good 
or  bad. 

Mr.  Ellis  persists  in  dragging  REA’s 
into  the  public  versus  private  power  fight 
as  a  partisan  advocate  of  public  power. 
For  example,  recently  in  Jacksonville, 
Fla.,  he  said: 

I  want  to  tell  you  today  what  I  have  said 
many  times  in  the  past — that  we  in  NRECA 
are  pleased  to  have  the  opportunity  of  work¬ 
ing  with  the  American  Public  Power  Associa¬ 
tion  and  its  outstanding  general  manager, 
Alex  Radin,  and  his  able  staff. 

While  the  most  constant  contact  between 
these  two  associations  in  Washington  is  im¬ 
portant  in  our  mutual  understanding  of 
public  affairs  and  technical  problems,  I 
firmly  believe  that  the  combined  influence 
that  we  exert  in  the  legislative  field  is  of 
vital  importance  to  all  of  us  here  today.  Be¬ 


cause,  in  the  final  analysis,  it  is  on  the 
legislative  front  where  the  day-to-day  skirm¬ 
ishes  culminate  in  the  showdowns  that  af¬ 
fect  the  very  existence  of  public  power  and 
therefore  the  future  of  all  consumer -owned 
and  operated  utilities. 

Another  and  more  disturbing  example 
is  a  statement  by  Clyde  T.  Ellis  entitled 
“Mobilize  and  Counterattack,”  delivered 
before  10  regional  meetings  of  the 
NRECA  in  the  fall  of  1958: 

We  must  make  every  effort  to  get  legisla¬ 
tion  to  *  *  *  authorize  and  permit  the  es¬ 
tablishment  of  public  power  districts,  and 
for  converting  electric  cooperatives  and  all 
other  non-Government  power  facilities 
within  the  power  district’s  borders  into  such 
districts,  as  might  be  necessary. 

Clearly  this  is  a  proposal  to  liquidate 
the  local  REA  cooperatives.  And  still 
Mr.  Ellis  poses  as  a  friend  of  the  REA 
cooperations  and  castigates  others  who 
are  the  real  friends  of  REA. 

I  have  no  intention  of  standing  idly 
by  and  letting  men  like  the  present  Gen¬ 
eral  Manager  of  NERCA  liquidate  REA 
cooperatives.  I  am  sure  the  farmers  in 
my  district  all  over  America  would  be 
opposed  to  their  cooperatives  being  liq¬ 
uidated  and  delivered  into  the  hands  of 
the  Government. 

Mr.  Speaker,  because  of  the  fact 
that  I  originally  intended  to  vote  to 
override  the  presidential  veto,  it  might 
be  interpreted  that  the  REA  has  been 
mistreated  by  this  administration  and 
by  the  very  fine  Administrators  we  have 
had  in  Ancher  Nelsen  and  David  Hamil; 
and  further,  since  it  is  apparent  now  the 
decision  is  purely  a  partisan  political  one 
on  the  part  of  Mr.  Ellis,  and  for  other 
reasons  which  time  does  not  permit  me 
to  develop  now,  I  have  decided  I  am  fully 
justified  in  sustaining  the  President’s 
veto.  However,  I  do  this  with  the  hope 
that  I  might  have  an  opportunity  later 
to  work  for  and  vote  for  a  proposition 
which  will  take  the  whole  REA  question 
entirely  out  of  the  Agriculture  Depart¬ 
ment  and  let  it  stand  on  its  own  as  an 
independent  organization  which  I  be¬ 
lieve  it  is  well  able  and  qualified  to  do 
now. 

Mr.  DIXON.  Mr.  Speaker,  last 
Tuesday  the  Senate  bowed  to  the  alter 
of  petty  politics  and  overrode  the  Presi¬ 
dent’s  veto  of  the  Rural  Electrification 
Administration  bill  for  which  there  was 
no  semblance  of  justification. 

I  hope  the  House  today  will  have 
enough  real  statesmen  who  will  rise 
above  petty  politics  to  sustain  this  veto. 
In  my  opinion  the  chief  purpose  of  the 
bill  was  to  “crucify”  Secretary  Benson. 

The  authority  of  the  Secretary  of  Ag¬ 
riculture  over  the  REA  loans  was  estab¬ 
lished  under  President  Roosevelt. 

The  following  is  just  a  brief  summary 
of  why  this  bill  was  a  phony. 

It  would  keep  the  REA  in  the  Secre¬ 
tary’s  Department  and  hold  him  respon¬ 
sible,  but  deny  him  any  control. 

It  would  create  a  double-headed  or¬ 
ganization  contrary  to  good  government 
and  the  Hoover  Commission’s  recom¬ 
mendation. 

It  attempted  to  take  control  of  loans 
away  from  the  Secretary  when  REA 
Administrator  David  A.  Hamil  testified 
that  “in  not  a  single  instance  has  Sec¬ 
retary  Benson  or  Director  Scott  inter¬ 


fered  in  the  discharge  of  my  responsi¬ 
bilities  as  Administrator  of  REA.  I  make 
the  loans.” 

When  the  REA  was  established,  only  a 
few  farmers  enjoyed  its  electric  service, 
now  96  percent  have  electricity. 

Loans  of  more  than  $1  billion  have 
been  made  during  the  last  6  years  under 
Secretary  Benson.  This  is  nearly  half 
as  much  as  was  loaned  by  the  agency  in 
the  17  years  prior  to  Secretary  Benson’s 
administration. 

Mr.  MEADER.  Mr.  Speaker,  I  hope 
the  House  will  not  override  the  Presi¬ 
dent’s  veto  of  S.  144;  a  bill  which  re¬ 
moved  the  power  of  the  Secretary  of 
Agriculture  over  loans  by  the  Rural  Elec¬ 
trification  Administration. 

I  opposed  the  House  measure  when  it 
was  before  us  April  15,  1959,  setting  forth 
my  reasons  which  appear  on  pages  5384 
and  5385  of  the  Congressional  Record 
of  that  day. 

After  the  bill  had  passed  the  House,  I 
wrote  to  the  President  urging  him  to 
veto  the  bill  and  in  addition,  wrote  a 
newsletter  to  my  constituents  reporting 
on  this  legislation  and  my  participation 
in  the  debate.  I  incorporate  a  copy  of 
that  letter  at  this  point  in  my  remarks: 

Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.,  April  20,  1959. 

Dear  Friend  :  The  House  last  week  passed, 
254  to  131,  a  bill  stripping  Agriculture  Sec¬ 
retary  Benson  of  his  authority  over  loans  by 
the  Rural  Electrification  Administration, 
created  to  finance  cooperative  electric  power 
and  telephone  companies  in  farming  areas. 

The  Rural  Electrification  Administration 
was  established  in  1936  as  an  independent 
agency  and  was  incorporated  into  the  Agri¬ 
culture  Department  in  1939  by  a  reorganiza¬ 
tion  plan  proposed  by  President  Roosevelt. 
Congress,  in  1953,  approved  President  Eisen¬ 
hower’s  reorganization  plan  based  on  Hoover 
Commission  recommendations,  giving  the 
Secretary  of  Agriculture  complete  authority 
and  responsibility  over  subordinate  agencies 
in  his  Department,  including  the  REA. 

The  bill,  as  passed,  amends  both  reorgani¬ 
zation  plans  and  prevents  the  Secretary  of 
Agriculture  from  exercising  any  authority 
over  the  granting  or  denial  of  REA  loans. 

As  one  of  the  managers  of  floor  debate,  I 
urged  the  House  to  reject  this  measure  on 
the  ground  that  it  violated  sound  principles 
of  administration  and  good  government  and 
that  no  case  had  been  made  to  warrant  a 
change  in  existing  law,  and  I  said: 

“I  appeal  to  my  colleagues  not  to  embark 
on  the  dangerous  course  of  creating  autono¬ 
mous  little  kingdoms  in  the  executive  branch 
of  the  Government.  If  the  cooperative  asso¬ 
ciation  lobby  succeeds  in  this  movement  to 
place  REA  outside  the  channels  of  control  of 
the  administration  of  the  executive  branch, 
what  will  come  next?  The  Corps  of  Engi¬ 
neers,  the  Bureau  of  Reclamation?  What 
other  bureaus  having  functions  of  interest 
to  a  particular  segment  of  our  population 
will  seek  to  free  themselves  from  supervision 
and  control  of  Cabinet  officers? 


“It  is  perfectly  obvious  that  if  the  prece¬ 
dent  established  today  encourages  a  wide¬ 
spread  movement  toward  dispersal  and  frag¬ 
mentation  of  Government  functions,  the 
executive  branch  of  the  Government  must 
become  an  unmanageable  hodgepodge  of  sov¬ 
ereign,  autonomous  bureaucracies.  Con¬ 
gress  will  find  its  control  weakened  to  the 
point  of  disappearance.” 

The  bill  now  goes  to  the  President.  I 
have  urged  him  to  veto  it,  which  I  believe 


he  will. 

Sincerely, 


George  Meader. 
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Mr.  Speaker,  I  received  a  great 
many  replies  from  constituents  com¬ 
mending  me  upon  the  position  I  had 
taken,  one  of  which  was  from  Mr.  Fred 
R.  Harris,  president  of  the  Southern 
Telephone  Co.,  of  Brooklyn,  Mich.,  in 
my  congressional  district,  whose  com¬ 
pany  has  received  substantial  financing 
from  the  Rural  Electrification  Adminis¬ 
tration.  Mr.  Harris  expressed  the  hope 
that  the  President  would  veto  the  legis¬ 
lation  and  because  of  his  long  experi¬ 
ence  with  REA  financing,  I  believe  his 
comments  will  be  of  intei'est  to  my  col¬ 
leagues. 

I  am,  therefore,  incorporating  the  text 
of  his  letter  at  this  point  in  my  remarks : 

Southern  Telephone  Co., 

Brooklyn,  Mich.,  April  22,  1959. 
Mr.  George  Meader, 

Member,  House  of  Representatives, 

Second  Michigan  District, 

Washington,  D.C. 

Dear  Congressman  Meader:  I  have  your 
letter  of  April  20,  1959  with  reference  to 
your  position  on  the  bill  to  strip  the  Depart¬ 
ment  of  Agriculture  of  authority  over  loans 
by  the  Rural  Electrification  Administration. 

The  writer,  as  engineer-contractor,  built 
the  first  REA  financed  Electric  Cooperative 
in  Michigan.  This  was,  and  is,  the  South¬ 
eastern  Michigan  Electric  Coop,  with  head¬ 
quarters  in  Adrian.  We  performed  this  work 
in  1937. 

The  REA  was  incorporated  into  the  De¬ 
partment  of  Agriculture  in  1939  because  it 
was  felt  by  the  cooperatives  that  the  De¬ 
partment  would  be  of  material  aid  in  ob¬ 
taining  larger  appropriations  from  Congress. 

Our  organization  built  the  first  REA  fin¬ 
anced  telephone  rehabilitation  project  in 
Michigan  in  1952.  This  was  for  the  Penin¬ 
sula  Telephone  Co.  located  on  Old  Mission 
Peninsula  north  of  Traverse  City.  There 
are  no  telephone  cooperatives  in  Michigan. 
There  are  13  privately  owned  rural  telephone 
companies  in  Michigan  that  are  borrowers 
from  REA. 

I  disposed  of  my  interests  in  our  engineer¬ 
ing  and  construction  organization  (The 
Harris-McBurney  Co.)  3  years  ago.  Since 
then  I  have  become  interested  in  the  reha¬ 
bilitation,  modernization,  and  expansion  of 
rural  telephony  in  Southern  Michigan.  The 
Southern  Telephone  Co.,  of  which  I  am 
president,  is  the  result  of  the  consolidation 
into  one  organization  of  the  following  old 
switchboard  associations — Brooklyn,  Cement 
City,  Summerset  Center,  North  Adams,  Jer¬ 
ome,  and  Moscow.  We  are  now  engaged  in 
taking  over  Hanover  and  Horton.  The  day 
of  the  small  telephone  company  has  passed. 
Modern  telephony  requires  a  size  sufficiently 
large  to  support  experienced  management, 
trained  technicians,  and  proper  account¬ 
ing.  My  experience  leads  me  to  believe  that 
this  cannot  be  done  economically  with  much 
less  than  2,000  customers.  Upon  the  com¬ 
pletion  of  our  program,  we  will  have  ob¬ 
tained  from  REA  approximately  one  and 
one-quarter  million  dollars  and  will  be  giv¬ 
ing  modern  dial  telephone  service  to  approx¬ 
imately  3,500  rural  establishments  in  South¬ 
ern  Michigan. 

We  have  borrowed  this  money  from  the 
U.S.  Government  at  2  percent.  It  is  my  firm 
belief  that  we  could  have  accomplished  all 
that  we  have  should  the  interest  rates  have 
been  3(4  percent  without  materially  affect¬ 
ing  our  rate  structure. 

During  the  past  2  years  I  have  been  ap¬ 
proached  by  financial  people  from  both  New 
York  and  Chicago  with  offers  to  furnish 
funds  in  the  millions,  for  the  purchase  of 
small  rural  telephone  companies  to  be  mod¬ 
ernized  with  REA  loans.  They  may  have 
gotten  someone  else. 

I  sincerely  hope  the  President  will  veto 
the  bill  which  would  release  the  REA  from 


the  control  of  the  Department  of  Agriculture 
and  also  that  REA  will  not  make  loans  at 
interest  rates  less  than  the  cost  of  money  to 
the  Government. 

Sincerely  yours, 

Fred  R.  Harris, 

Chief  Engineer,  Michigan  Public  Utilities 
Commission;  President,  League  of 
Michigan  Municipalities;  Member, 
Telephone  Advisory  Committee,  U.S. 
Department  of  Agriculture. 

Mr.  Speaker,  I  sincerely  hope  the 
House  will  sustain  the  President’s  veto  of 
this  ill-advised  step  in  the  direction  of 
disorganization  of  Government  agencies. 
It  would  establish  a  bad  precedent  con¬ 
trary  to  sound  principles  of  administra¬ 
tion  and  good  government.  It  should  not 
become  law. 

Mr.  FASCELL.  Mr.  Speaker,  I  move 
the  previous  question. 

The  previous  question  was  ordered.  ^ 

The  SPEAKER.  The  question  is,  %ill 
the  House,  on  reconsideration,  pass  the 
bill,  the  objections  of  the  President  to 
the  contrary  notwithstanding? 

Under  the  Constitution,  this  vote  must 
be  determined  by  the  yeas  and  nays. 

The  question  was  taken;  and  there 
were — yeas  280,  nays  146,  not  voting  7, 
as  follows: 

[Roll  No.  34] 

YEAS — 280 


Abbitt 

Delaney 

Ikard 

Abernethy 

Dent 

Irwin 

Addonizio 

Denton 

Jarman 

Albert 

Dingell 

Jennings 

Alexander 

Dollinger 

Johnson,  Calif. 

Alford 

Donohue 

Johnson,  Colo. 

Andersen, 

Dowdy 

Johnson,  Md. 

Minn. 

Downing 

Johnson,  Wis. 

Anderson, 

Doyle 

Jones,  Ala. 

Mont. 

Dulski 

Jones,  Mo. 

Andrews 

Durham 

Karsten 

Anfuso 

Edmondson 

Karth 

Ashley 

Elliott 

Kasem 

Ashmore 

Everett 

Kastenmeier 

Aspinall 

Evins 

Kee 

Bailey 

Fallon 

Kelly 

Barden 

Farbstein 

Keogh 

Baring 

Fascell 

Kilday 

Barrett 

Feighan 

Kilgore 

Bass,  Tenn. 

Fisher 

King,  Calif. 

Beckworth 

Flood 

Klrwan 

Bennett,  Fla. 

Flynn 

Kitchin 

Berry 

Flynt 

Kluczynski 

Blatnik 

Fogarty 

Kowalski 

Blitch 

Foley 

Landrum 

Boggs 

Forand 

Lane 

Boland 

Forrester 

Langen 

Bolling 

Fountain 

Lankford 

Bonner 

Frazier 

Lennon 

Bowles 

Friedel 

Lesinski 

Boykin 

Gallagher 

Levering 

Boyle 

Garmatz 

Libonati 

Brademas 

Gary 

Loser 

Breeding 

Gathings 

McCormack 

Brewster 

George 

McDowell 

Brock 

Giaimo 

McFall  - 

Brooks,  La. 

Granahan 

McGinley 

Brooks,  Tex. 

Grant 

McGovern 

Brown,  Ga. 

Gray 

McMillan 

Brown,  Mo. 

Green,  Oreg. 

Macdonald 

Buckley 

Green,  Pa. 

Machrowicz 

Burdick 

Griffiths 

Mack,  Ill. 

Burke,  Ky. 

Gross 

Madden 

Burke,  Mass. 

Hagen 

Magnuson 

Burleson 

Haley 

Mahon 

Byrne,  Pa. 

Hall 

Marshall 

Cannon 

Hardy 

Matthews 

Carnahan 

Hargis 

Metcalf 

Carter 

Harmon 

Meyer 

Casey 

Harris 

Miller, 

Celler 

Harrison 

Clement  W. 

Chelf 

Hays 

Miller, 

Clark 

Healey 

George  P. 

Coad 

Hebert 

Mills 

Coffin 

Hechler 

Mitchell 

Cohelan 

Hemphill 

Moeller 

Colmer 

Herlong 

Monagan 

Cook 

Hogan 

Montoya 

Cooley 

Holifleld 

Morgan 

Daddario 

Holland 

Moorhead 

Daniels 

Holtzman 

Morris,  N.  Mex. 

Davis,  Ga. 

Horan 

Morris.  Okla. 

Davis,  Tenn. 

Huddleston 

Morrison 

Dawson 

Hull 

Moss 

April  30 


Moulder 

Reuss 

Sullivan 

Multer 

Rhodes,  Pa 

Teague,  Tex. 

Murphy 

Riley 

Teller 

Murray 

Rivers,  Alaska 

Thomas 

Natcher 

Roberts 

Thompson,  La. 

Nix 

Rogers,  Colo,f 

Thompson,  N.J. 

Norrell 

Rogers,  Flajr 

Thompson,  Tex. 

O’Brien,  Ill. 

Rogers,  Tsx. 

Thornberry 

O’Brien,  N.Y. 

Rooney 

Toll 

O’Hara,  Ill. 

Roosevelt 

Trimble 

O’Hara,  Mich. 

Rostenkowskl 

Tuck 

O’Konski 

Roush 

Udall 

O’Neill 

Rutherford 

Ullman 

Oliver 

Santangelo 

Vanik 

Passman 

Saund 

Vinson 

Patman 

Scott 

Walter 

Perkins 

Selden 

Wampler 

Pfost 

Shelley 

Watts 

Philbin 

Sheppard 

Whitener 

Pilcher 

Shipley 

Whitten 

Poage 

Sikes 

Wier 

Porter 

Sisk 

Williams 

Powell 

Slack 

Willis 

Preston 

Smith,  Iowa 

Winstead 

Price 

Smith,  Miss. 

Wolf 

Prokop 

Smith.  Va. 

Wright 

Pucinski 

Spence 

Yates 

Quigley 

Staggers 

Young 

Rabaut 

Steed 

Zablocki 

Rains 

Stratton 

Zelenko 

Randall 

Stubblefield 

NAYS— 146 

Adair 

Dorn,  S.C 

Milliken 

Alger 

Dwyer 

Minshall 

Allen 

Fenton 

Moore 

Arends 

Fino 

Mumma 

Auchincloss 

Ford 

Nelsen 

Avery 

Frelinghuysen 

Norblad 

Ayres 

Fulton 

Osmers 

Baker 

Gavin 

Ostertag 

Baldwin 

Glenn 

Felly 

Barr 

Griffin 

Pillion 

Barry 

Gubser 

Pirnie 

Bass,  NH. 

Halleck 

Poff 

Bates 

Halpern 

Quie 

Baumhart 

Henderson 

Ray 

Becker 

Hess 

Reece,  Tenn. 

Bennett,  Mich. 

Hiestand 

Rees,  Kans. 

Bentley 

Hoeven 

Rhodes,  Ariz. 

Betts 

Hoffman,  Ill. 

Riehlman 

Bolton 

Hoffman,  Mich.  Robison 

Bosch 

Holt 

Rogers,  Mass. 

Bow 

Hosmer 

St.  George 

Bray 

Jackson 

Saylor 

Broomfield 

Jensen 

Schenck 

Brown,  Ohio 

Johansen 

Scherer 

Broyhill 

Jonas 

Schwengel 

Budge 

Judd 

Short 

Byrnes,  Wis. 

Kearns 

Siler 

Cahill 

Keith 

Simpson,  Ill. 

Canfield 

Kilburn 

Simpson,  Pa. 

Cederberg 

King,  Utah 

Smith,  Calif. 

Chamberlain 

Knox 

Smith,  Kans. 

Chenoweth 

Lafore 

Springer 

Chiperfield 

Laird 

Taber 

Church 

Latta 

Taylor 

Collier 

Lindsay 

Teague,  Calif. 

Conte 

Lipscomb 

Thomson,  Wyo. 

Corbett 

McCulloch 

Tollefson 

Cramer 

McDonough 

Utt 

Cunningham 

Mclntire 

Van  Pelt 

Curtin 

McSween 

Van  Zandt 

Curtis.  Mass. 

Mack,  Wash. 

Wain  wright 

Curtis,  Mo. 

Mailliard 

Wallhauser 

Dague 

Martin 

Weis 

Derounian 

Mason 

Wharton 

Derwinski 

May 

Widnall 

Devine 

Meader 

Wilson 

Dixon 

Merrow 

Withrow 

Dooley 

Michel 

Younger 

Dorn,  N.Y. 

Miller,  N.Y. 

NOT  VOTING— 7 

Belcher  Rivers,  S.C.  Weaver 

Bush  Rodino  Westland 

Diggs 

So,  two-thirds  not  having  voted  in 
favor  thereof,  the  veto  of  the  President 
was  sustained  and  the  bill  was  rejected. 

The  Clerk  announced  the  following 
pairs : 

Mr.  Weaver  and  Mr.  Rodino,  for,  with  Mr. 
Bush  against. 

Mr.  Rivers  of  South  Carolina  and  Mr. 
Diggs  for,  with  Mr.  Westland  against. 

The  SPEAKER.  On  this  vote  the  yeas 
are  280,  and  the'nays  are  146. 

Two-thirds  not  having  voted  in  the 
affirmative,  the  bill  is  rejected  and  the 
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message  and  bill  are  referred  to  the 
Committee  on  Government  Operations 
and  ordered  to  be  printed. 

The  Clerk  will  notify  the  Senate  of  the 
action  of  the  House. 


DEPARTMENTS  'OF  LABOR,  AND 

HEALTH,  EDUCATION,  AND  WEL¬ 
FARE,  AND  RELATED  AGENCIES 

APPROPRIATION  BILL,  1960 

Mr.  FOGARTY.  Mr.  Speaker,  I  move 
that  the  House  resolve  itself  Into  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union  for  the  consideration 
of  the  bill  (H.R.  6769)  making  appropri¬ 
ations  for  the  Departments  of  NLabor, 
and  Heath,  Education,  and  Welfare,  and 
related  agencies,  for  the  fiscal  year  end¬ 
ing  June  30,  1960,  and  for  other  pur¬ 
poses;  and,  pending  that  motion,  Mi 
Speaker,  I  ask  unanimous  consent  thatN 
general  debate  be  limited  to  2  hours,  the 
time  to  be  equally  divided  and  controlled 
'  by  the  gentleman  from  Wisconsin  [Mr. 
Laird],  and  myself. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Rhode 
Island? 

There  was  no  objection. 

The  SPEAKER.  The  question  is  on 
the  motion  offered  by  the  gentleman 
from  Rhode  Island. 

The  motion  was  agreed  to. 

Accordingly  the  House  resolved  itself 
Into  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  con¬ 
sideration  of  the  bill  H.R.  6769,  with  Mr. 
Keogh  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

By  unanimous  consent,  the  first  read¬ 
ing  of  the  bill  was  dispensed  with. 

Mr.  FOGARTY.  Mr.  Chairman,  it  is 
my  privilege  again  for  the  ninth  time  in 
13  years  as  chairman  of  this  committee 
to  bring  to  th^pouse  the  annual  appro¬ 
priation  request  for  the  Departments  of 
Labor,  and  Health,  Education,  and  Wel¬ 
fare. 

First,  I  would  like  to  express  my  ap¬ 
preciation  to  the  members  of  our  sub¬ 
committee.  This  has  been  a  long  year 
with  regard  to  hearings.  The  testimony 
we  received  covered  over  600  pages  more, 
than  we  had  last  year,  and  the  attenc 
ance  of  the  subcommittee  was  on  a  p&r 
with  any  subcommittee  that  I  have 
served  on.  I  especially  want  to  thank 
the  Member  on  the  Democratic  side,  the 
gentleman  from  Indiana  [Mr.  .Denton], 
for  the  able  support  and  cooperation 
that  he  has  given  our  confmittee  and 
because  of  his  knowledge/ of  the  pro¬ 
grams  for  which  we  have  the  responsi¬ 
bility  of  appropriating .funds.  This  ap¬ 
plies  also  to  the  gentleman  from  Min¬ 
nesota  [Mr.  Marshall],  without  whose 
help  I  do  not  knpw  how  we  could  get 
along,  because  he  certainly  has  been  a 
tower  of  strength  on  this  committee. 
Then,  too,  oy  the  Republican  side,  the 
gentleman  from  Wisconsin  [Mr.  Laird] 
has  been  with  us  now  for  some  time,  and 
I  certahafly  appreciate  the  cooperation 
that  harh&s  given  to  me  as  chairman  and 
his  attendance  and  his  willingness  to  sit 
during  long  hours  and  long  days  of  hear¬ 
ings.  He  has  done  a  really  good  job  for 
his  side  of  the  aisle. 


This  year  we  had  a  new  member,  the 
gentleman  from  Michigan  [Mr.  Ceder- 
berg],  and  I  also  want  to  say  that  we  ap¬ 
preciate  his  support  and  cooperation 
and  the  wonderful  job  that  he  is  doing 
-on  this  committee.  Then,  of  course,  no 
committee  can  get  along  without  a  good 
clerk,  and  I  think  I  can  say  without  fear 
of  contradiction  that  we  have  the  best 
clerk  of  the  Committee  on  Appropria¬ 
tions  on  this  particular  subcommittee, 
Robert  Moyer.  He  has  been  doing  a 
wonderful  job.  He  is  fair  to  all.  He  is 
familiar  with  all  the  programs,  and  he 
keeps  us  right  on  the  ball  and  lets  us 
know  whether  something  is  right  or 
wrong  and  keeps  us  on  our  toes.  So,  we 
have  a  very  good  committee,  and  I  think 
we  have  an  excellent  report.  I  hope 
that  every  Member  of  the  House  will 
take  the  time  to  read  it. 

Mr.  Chairman,  in  the  time  available 
vto  me  I  would  like  to  go  down  the  rec- 
imended  appropriations  for  1960  as 
compared  with  1959.  The  total  we  are 
recommending  for  1960  is  $3,915,084,000. 
This^figure  compares  with  $3,862,029,000 
in  1959,  and  with  the  estimates  that 
were  given  by  the  agencies  appearii 
before  uls  of  $3,756,848,000.  In  otKer 
words,  we  are  asking  the  Congress  tor  ap¬ 
propriate  whs  year  $53  millioiy  nore 
than  it  did\n  1959  and  $158^235,000 
more  than  the 'Budget  Bureau ^quested 
the  Congress  to  appropriate. 

We  have  a  few  changes  ir/the  Depart¬ 
ment  of  Labor.  r\will  go  down  those 
briefly.  The  committee  reduced  the  Sec¬ 
retary’s  office  of  the  Department  of  La¬ 
bor  $10,000.  We  cut  tne'Bureau  of  Labor 
Standards  $192,000/  Grants  to  States, 
under  the  Bureap  of  Employment  Se¬ 
curity  were  reduced  $12,865,01)0,  and 
grants  to  States  for  unemployment  com¬ 
pensation  foriveterans  and  Federal  em¬ 
ployees,  $1(K  million  on  the  bases  of  the 
recent  estimates  of  the  Departrrient  of 
Labor  asao  the  prospective  improvement 
in  the  employment  situation  in  the  latter 
part  di  this  calendar  year. 

"e  reduced  the  request  for  the  Bureal 
oi/Labor  Statistics  $45,500,  which  makes' 
total  reduction  of  $23,112,500  for  the 
Department  of  Labor. 

For  the  Department  of  Health,  Educa¬ 
tion,  and  Welfare  we  have  increased  the 
amount  for  the  Food  and  Drug  Adminis¬ 
tration  for  salaries  and  expenses  by  $2 
million.  I  think  many  of  the  Members 
will  remember  that  just  a  few  years  ago, 
when  Mrs.  Hobby  was  Secretary  of  the 
Department  of  Health,  Education,  and 
Welfare,  she  appointed  a  special  Citizens 
Committee  to  review  the  activities  of  the 
Food  and  Drug  Administration  and  re¬ 
port  back  as  to  what  should  be  done  to 
improve  this  important  program.  We 
have  allowed  $13,800,000,  an  increase  of 
$2  million  over  the  budget.  This  is  just 
a  little  bit  less  than  the  report  the  Citi¬ 
zens  Committee  would  indicate  ought  to 
be  expended  in  1960. 

The  progress  in  technology  has  pre¬ 
sented  problems  in  the  growing,  manu¬ 
facture,  processing,  and  distribution  of 
our  food  supply  unheard  of  only  a  few 
years  ago.  One  of  the  outstanding  ex¬ 
amples  is  the  extensive  use  of  pesticides 
in  crop  production.  Residues  remain¬ 


ing  on  crops  at  the  time  of  harvest  are  a. 
major  problem. 

Today,  radioactivity  is  getting  into  fefie 
food  supply  of  the  Nation,  yet  FDA  floes 
not  have  the  facilities  to  determine  the 
extent  of  the  problem  let  alone  establish 
the  safe  tolerances  levels  whicl/it  is  re¬ 
quired  by  law  to  issue.  Today,  there  is 
serious  question  about  th/  safety  of 
waxes  used  to  coat  cardboard  milk  con¬ 
tainers.  Some  scientists/  believe  that 
they  may  contain  cancer-producing 
chemicals  but  FDA  does  not  have  the 
funds  or  facilities  tc/determine  whether 
this  disturbing  suspicion  is  fact.  Today, 
nutritionists  seripusly  question  the  safety 
of  fats  that  a  reheated  and  reheated  in 
the  french  frying  of  foods.  They  are  be¬ 
lieved  to  cause  serious  nutritional  dis¬ 
turbances/  FDA  has  not  the  facilities  to 
determine  whether  these  widely  used 
substances  actually  present  a  threat  to 
the  health  of  the  Nation.  Today,  ex- 
*  tremely  potent  drugs  used  to  treat  ar¬ 
thritis  and  related  diseases  are  being 
ed  in  tremendous  quantity  on  sick  peo¬ 
ple  throughout  the  Nation.  They  are 
recognized  by  doctors  as  having  an  ex¬ 
treme  possibility  for  harm  if  given  in  too 
great  a  dosage.  Adequate  methods  for 
analyses  of  these  drugs  are  not  available 
and  FDA  does  not  have  the  necessary 
funds  to  develop  these  methods  which 
are  essential  for  protection  of  the  public 
health. 

Many  on  our  committee  think  the  re¬ 
port  of  Mrs.  Hobby’s  citizens  committee 
is  outdated  because  of  the  things  I  have 
mentioned,  new  activities  that  have  been 
added  by  law  to  the  Food  and  Drug  Ad¬ 
ministration,  the  increase  in  products  on 
the  market,  and  the  increase  in  the  num¬ 
ber  of  establishments  subject  to  the  act, 
but  at  least  this  $2  million  increase  will, 
allow  them  some  expansion  and  will 
allow  them  to  do  a  considerably  better 
job  than  would  have  been  possible  under 
the  budget. 

For  Gallaudet  College  we  have  allowed 
$162,000  over  the  request.  This  is,  as 
you  know,  the  only  college  for  the  deaf 
in  the  country.  We  started  a  building 
rogram  2  or  3  years  ago.  I  am  sorry 
th  say  that  we  have  not  been  able  to 
give  them  more  of  an  increase  and  allow 
funds  for  two  or  three  buildings  for 
which,  plans  have  been  drawn.  We 
ought  no  be  building  at  this  time.  How¬ 
ever,  this  increase  will  put  them  in  a 
little  better  situation  than  they  would 
have  been  under  the  budget. 

For  the  Office  of  Education  we  have 
added  $1, 100,600  to  the  vocational  edu¬ 
cation  programXfor  the  training  of  prac¬ 
tical  nurses.  That  would  bring  this 
amount  up  to  the\$4  million  that  they 
had  in  1959. 

For  grants  for  library  services  we 
have  restored  a  cut  o\$850,000,  which 
will  bring  that  item  up  ft!  $6  million,  the 
same  amount  that  they  h%d  available  in 
1959. 

The  budget  recommendation  of  $5,- 
150,000  was  a  14-percent  decrease  from 
the  $6  million  appropriated  by  the  Con¬ 
gress  for  the  current  fiscal  period.  The 
unobligated  funds  do  not  make  up  the 
difference.  All  funds  appropriated\un- 
der  the  Library  Services  Act  are  aflo- 
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cased  to  the  States  even  though  a  State 
doesvnot  use  its  full  allotment.  These 
allocations  remain  available  to  specific 
States  for  1  succeeding  fiscal  year  unless 
the  State  certifies  that  it  will  not  be 
using  its  \unds.  No  States  have  cer¬ 
tified  they  wjll  release  any  funds  for  re¬ 
distribution  ih  fiscal  1960. 

Furthermore\Delaware  and  Wyoming 
are  planning  toxenter  the  program  in 
July  of  this  year  smd  will  be  requesting 
their  allotments  forNfiscal  1959  which  are 
included  in  this  balance. 

Under  the  budget  at  least  37  States 
would  have  less  money\n  1960  than  in 
fiscal  1959.  For  instance.  Ohio  would 
have  $26,000  less  in  fiscal  H160,  Wiscon¬ 
sin  would  be  cut  by  $12,000, Xlalifornia’s 
loss  would  be  $31,000,  Mississippi  would 
have  $24,000  less  and  Minnesota  would 
be  cut  by  $21,000  to  mention  a  fewv  The 
difference  between  allocations  under  the 
present  $6  million  appropriation  ajid 
allocations  under  $5,150,000  woi 
amount  to  an  average  loss  of  about 
$20,000  for  each  of  these  States. 

This  reduction  in  Federal  funds  would 
mean  that  these  States  would  not  be  able 
to  initiate  new  projects,  the  towns  and 
villages  which  have  been  planning  and 
looking  forward  to  having  library  serv¬ 
ice  in  1960  and  have  already  taken  nec¬ 
essary  legal  action  to  provide  necessary 
matching  funds  would  be  denied  this 
opportunity.  Every  State  already  has 
more  applications  for  library  extension 
projects  than  it  has  local,  State  and  Fed¬ 
eral  funds  to  carry  out  the  plans. 

There  are  still  approximately  25  mil¬ 
lion  people  in  rural  areas  without  any 
public  library  service  and  another  50 
million  with  only  inadequate  public  li¬ 
brary  service. 

The  next  change  is  in  for  payments 
to  school  districts  and  school  construc¬ 
tion  under  Public  Law  874,  and  Public 
Law  815.  Under  these  laws  we  pro¬ 
vide  funds  for  the  maintenance  and  op¬ 
eration  of  schools  in  federally  impacted 
areas  and  for  the  construction  of  schools 
in  these  federally  impacted  areas.  We 
allowed  100  percent  of  what  these  school 
districts  are  entitled  to  under  the  law. 
We  restored  the  15  percent  cut  that  was 
made  my  the  Bureau  of  the  Budget. 
The  increase  for  payments  to  school  dis¬ 
tricts  was  $21,657,000,  and  for  school 
construction  $22,635,000,  above  the  re¬ 
quest. 

The  Office  of  Education  has  told 
committee  that  this  will  allow  these 
tricts  that  are  eligible  under  the  for; 


set  up  by  the  law  to  get  the  fj/Il  100 
percent  they  are  entitled  to. 

The  budget  justification  submitted  for 
the  school  construction  progi/ftn  showed 
that  federally  impacted  school  districts 
would  have  an  increase  of  57,000  fed¬ 
erally  connected  children  who  need  to 
be  provided  with  schq«fl  facilities,  and 
that  more  than  $61  million  is  needed  to 
pay  the  eligible  districts  the  Federal 
share  of  this  construction  cost,  but  the 
budget  requested/appropriation  of  only 
$38.5  million. 

When  fund/'appropriated  under  Pub¬ 
lic  Law  815  Are  not  enough  to  pay  the 
requirements  of  eligible  districts,  the 
funds  available  are  given  to  the  high 
priority/  cases.  What  justification  is 


there  for  the  Federal  Government  to  say 
to  some  63  percent  of  the  eligible  school 
districts  “you  can  have  all  you  are  en¬ 
titled  to  under  the  act,”  and  say  to  the 
remaining  37  percent  “you  get  nothing.” 
“You  don’t  get  any  help  even  though 
7,400  of  the  children  new  in  your  school 
districts  for  whom  you  must  build  school 
facilities  live  on  nontaxable  Federal 
property.”  That  will  be  the  result  if  we 
appropriate  only  the  amount  requested 
by  the  Department. 

It  must  be  remembered  that  a  school 
district  is  not  eligible  for  Federal  con¬ 
struction  funds  unless  it  has  a  substan¬ 
tial  increase  in  the  number  of  federally 
connected  children  and  no  school  facili¬ 
ties  to  house  this  increase.  Thus,  if  the 
full  amount  needed  is  not  appropriated, 
hundreds  of  school  districts  will  be  un¬ 
able  to  build  the  additional  school  build¬ 
ings  required  for  this  increase.  The 
result  will  be  more  overcrowding,  double 
sessions,  and  temporary  or  makeshift 
arrangements  for  federally  connected 
^children  in  these  areas  where  our  most 
iportaftt  defense  and  other  Federal 
piVjects  are  located.  The  federally  im¬ 
pacted  areas  already  have  an  an  abnor¬ 
mal  increase  in  non-Federal  childre: 
and  tneir  facilities  and  resources  a 
strainechto  the  limit.  They  cannot  build 
the  requ\ed  ,  schools  without  Federal 
help. 

Then  regarding  the  appropriation  for 
payments  to  Softool  districts  ur/fer  Pub 
lie  Law  874. 

The  justification  submitted'by  the  De¬ 
partment  showed  tnat  approximately  4,- 
000  school  districts  wsmlcLbe  eligible  dur¬ 
ing  the  1960  fiscal  yeav/for  entitlements 
amounting  to  approximately  $164  mil¬ 
lion.  The  administimionsrequested  that 
$142,300,000  be  appropriated  which  is 
suffeient  to  pay  mfly  85  per\nt  of  each 
district’s  entitlement. 

There  are  hundreds  of  schoof'districts 
in  the  Natioiythat  are  accepting  respon¬ 
sibility  for  yu’oviding  free  public  educa¬ 
tion  for  children  that  live  on  Federal 
property/and  for  which  they  receive  i\o 
local  taxes  for  the  support  of  schoo 
The  greatest  worry  of  local  school  dis¬ 
tricts  who  are  accepting  this  responsi¬ 
bility  is  that  the  appropriations  made 
der  Public  Law  874  will  not  permit 
'ayment  of  100  percent  of  the  funds  to 
which  they  are  entitled.  If  the  full  ap¬ 
propriations  are  not  made,  many  of  these 
school  districts  will  not  be  able  to  supply 
the  additional  15  percent  of  the  funds 
required  for  free  public  education  dur¬ 
ing  the  year. 

If  these  districts  cannot  get  even  the 
local  share  of  the  cost  of  educating  these 
children  who  live  on  Federal  property 
and  for  whom  they  receive  no  local 
school  taxes,  they  will  say  to  the  Fed¬ 
eral  Government,  “You  educate  them 
under  section  6  of  the  act  and  pay  the 
full  cost  of  their  education.”  The  fail¬ 
ure  to  appropriate  the  full  amount  of 
the  entitlements  to  these  districts  may 
well  result  in  a  greater  cost  to  the  Fed¬ 
eral  Government  and,  in  addition,  could 
create  a  system  of  Federal  education 
throughout  the  country  for  children  who 
live  on  Federal  property.  ' 

Grants  for  waste  treatment  works 
construction  was  cut  back  in  the  execu¬ 


tive  budget,  by  $25  million.  Because  < 
the  testimony  we  had  before  our  cc 
mittee,  we  restored  that  cut  of  $25  r 
lion.  We  are  allowing  $45  million. 
1960,  which  is  the  exact  amouni/  ap¬ 
propriated  for  1959. 

Last  year  sewage  treatment  construc¬ 
tion  for  cities  totaled  a  record  high  of 
$400  million — up  from  $200  million  an¬ 
nual  average  for  the  years  1950-55.  Fed¬ 
eral  grants  were  about  10  Percent  of  the 
total  cost.  These  FederaLgrants  were  the 
major  factors  in  accelerating  State  and 
local  actions  on  pollution  abatement. 
This  is  no  time  to  disrupt  this  essential 
work. 

The  growing  Pollution  problem  re¬ 
quires  a  construction  level  for  city  sew¬ 
age  works  of  ,$500  million  a  year.  We 
are  now  approaching  this  level.  A  cut¬ 
back  to  $20'’' million  would  certainly  re¬ 
verse  this/upward  trend. 

The/matter  of  water  pollution  con¬ 
trol  is  riot  a  question  of  desirability  but 
one  ot  necessity  to  conserve  our  water 
resources  to  support  our  economic 
growth.  From  the  standpoint  of  public 
health  more  than  100  million  people  get 
their  drinking  water  from  these  polluted 
streams. 

Everybody  agrees  we  must  build  these 
sewage  treatment  plants.  The  record 
shows  that  the  grants  are  stimulating 
construction.  We  must  restore  the  $25- 
million  cut  proposed  in  the  President’s 
budget  to  sustain  this  progress.  There 
are  more  than  1,000  grant  applications 
pending.  Construction  of  essential  sew¬ 
age  treatment  works  is  a  must  and  the 
longer  we  delay  in  building  these  plants, 
the  greater  will  be  the  cost. 

For  Indian  health  activities  we  have 
increased  the  budget  request  by  $2  mil¬ 
lion  and  the  item,  “Construction  of  In¬ 
dian  Health  Facilities”  by  $1,500,000. 

We  have  on  our  committee  one  of  the 
outstanding  experts  in  this  field  the 
gentleman  from  Minnesota  [Mr.  Mar¬ 
shall],  who  has  been  paying  particular 
attention  to  the  program  dealing  with 
the  health  problems  of  the  Indians  in  our 
country.  He  has  taken  the  time  to  go 
^out  and  visit  these  reservations  and 
>on  his  recommendation  we  have  added 
lounts  which  will  continue  the  prog- 
res\  in  providing  better  health  facilities 
and  setter  health  services  for  the  Indians 
of  ourNountry. 

We  increased  the  request  for  hospital 
construction  by  $42,500,000  from  $101,- 
200,000  to '^.43,700,000.  The  Executive 
budget  cut  this  program  $85  million  and 
we  restored  5tKpercent  of  the  cut.  This 
is  the  old  Hill-Burton  program,  which  I 
think  is  one  of  ehe  most  popular  pro¬ 
grams  in  the  Federal  Government.  The 
recommendation  in \he  bill  is  still  $42,- 
500,000  less  than  theV  had  available  in 
1959.  But,  it  is  a  compromise  the  com¬ 
mittee  agreed  on  and  oneSdiat  I  will  sup¬ 
port  as  chairman  of  this  subcommittee. 

Assuming  that  the  State\  follow  the 
same  pattern  of  project  planning  in  1960 
as  in  the  past,  the  $100  milliorWin  con¬ 
struction  grant  funds  requested  for  1960 
would  produce  approximately  15, Ootl  hos¬ 
pital  and  nursing  home  beds.  Approxi¬ 
mately  25,400  beds  will  be  built  outsl 
the  Hill-Burton  program  or  a  total 
40,450  beds. 


